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NOTE 


Following are references to statements and information received 
for inclusion in the record which are not covered in the regular index: 


DEPARTMENT OF STATE 


Foreign Relations volumes: 
Letter from Yale University 


DEPARTMENT OF JUSTICE 


Prison System, Federal: 
Proposed amendment 


DEPARTMENT OF COMMERCE 


Civil Aeronautics Board: 
Citizens Public Expenditure Survey. 
Kennedy, Senator John F., statement_ 
Kilgore, Senator Harley M., questions 
Lehman, Senator Herbert H., statement 
Magnuson, Senator Warren G., queStions_- 
Postmaster General, legal briefs tba ; 
Radigan, James P., legai opinions 1718, 1719, 2260 
Supreme Court, decisions on airmail subsidies 
Foreign Commerce, Bureau of: 
Gore, Senator Albert, letter from Memphis, Tenn., Chamber of 
Commerce-. ‘ 
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DEPARTMENTS OF STATE, JUSTICE, AND COMMERCE 
AND THE UNITED STATES INFORMATION AGENCY 
APPROPRIATIONS, 1955 


MONDAY, APRIL 26, 1954 


Unirep STatres SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee convened in room F-37, the Capitol, at 10 
a. m., Senator Styles Bridges (chairman of the committee) presiding. 
Present: Senators Styles Bridges, presiding, Mundt, Smith of New 
Jersey, Ellender, Knowland, and Hickenlooper. 


DEPARTMENT OF STATE 
Mission TO THE UNITED NATIONS 


STATEMENTS OF HENRY CABOT LODGE, UNITED STATES REPRE- 
SENTATIVE TO THE U. N.; JAMES J. WADSWORTH, DEPUTY 
REPRESENTATIVE TO THE U. N.; THRUSTON B. MORTON, 
ACTING DEPUTY UNDER SECRETARY; EDWARD B. WILBER, 
BUDGET OFFICER 


REQUEST FOR RESTORATION OF HOUSE CUT 


Chairman Bripees. The committee will please come to order. 
This morning we will first consider the operations and fund require- 
ments of our mission to the United Nations. For this item the 
House bill provides $800,000, which is the same as allowed this year, 
but is a reduction of $20,000 below the budget estimate. I under- 
stand the Department is asking for restoration of this cut. 

Our contribution to the U. N. total budget is $13,407,290, a decrease 
of $1,759,750 below this year’s assessment. Percentagewise, the 
assessment for 1955 is 33.33 as compared to 35.12 for 1954 or a decrease 
of 1.79 percent. 

The summary and justification for these items will be filed in the 
record. 

(The summary and justification referred to follow:) 


United States mission to the United Nations, New York, N. Y. 


Obligations: 


1953 . ‘ $956, 621 

1954 ‘ é : .. 800, 000 

1955 - 820, 000 

Increase ‘ i ; ‘ 20, 000 
1139 
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STATUTORY AUTHORIZATION AND BACKGROUND 


Public Law 264, 79th Congress (approved December 20, 1945), entitled “United 
Nations Participation Act of 1945” as amended by Public Law 341, 81st Congress, 
approved October 10, 1949) provides for United States participation in the United 
Nations (22 U. 8. C. 287 Executive Orders 9844 (April 28, 1947) and 10108 
(February 9, 1950) provide for the United States mission to the United Nations 
(USUN) and for its direction by the United States representative at the head- 
quarters of the United Nations, who, as chief of mission, is to coordinate the 
activities of the mission in carrying out the instructions of the President trans- 
mitted by the Secretary of State or by other means as directed by the President. 


ORGANIZATION AND ACTIVITIES 


The permanent United States mission consists of the United States representa- 
tive and the deputy United States representative to the United Nations (who, 
by statute, are also the United States representative and deputy United States 
representative in the Security Council respectively), the deovuty representative 
in the Security Council, the United States representatives in the Economie and 
Social Council, the Trusteeship Council, and a secretariat under the direction of a 
Secretary-General. The United States representative to the United Nations and 
the deputy United States representative have additional responsibilities in rep- 
resenting the United States in the Disarmament Commission, Interim Committee, 
Collective Measures Committee, Peace Observation Commission, Committee on 
Additional Measures, and Palestine Conciliation Commission. The principal 
officers are aided by advisers and special assistants, and secretariat personnel to 
assure the effective participation of the United States in the numerous and often 
concurrent activities of the various organs of the United Nations. 

The Security Council meets in continuous session. The Trusteeship and 
Economic and Social Council hold two plenary sessions each year. The Dis- 
armament Commission, the Interim Committee, the Collective Measures Com- 
mittee, the Peace Observation Commission, the Committee on Additional Meas- 
ures, and the Palestine Conciliation Commission are expected to hold several 
sessions during the year. 

Under the Economie and Social Council, there are eight functional commissions: 
Social, Narcotic Drugs, Transport and Communications, Fiscal, Status of Women, 
Statistical, Human Rights, and Population The Human Rights, Status of 
Women, and Nareotic Drugs Commissions meet annually and the other five 


meet biennially The eight United States members of these Commissions serve 
primarily during Commission sessions and are paid on a w. a. e. (when actually 
employed) or per diem basis and then only if not otherwise officers of the United 


States Crovernment 

In fiscal year 1955 the councils, commissions, and committees of the United 
Nations will hold approximately 2,000 separate sessions at the United Nations 
headquarters at New York Approximately 500 of these sessions are attributable 
to the General Assembly alone. 

The regular staff of the United States Mission performs the following functions: 

a) Diplomatic negotiation and consultation.—Personnel of the United States 
mission represent the United States in meetings of the various councils, commis- 
sions, ete., presenting the United States position on agenda and other items, 
negotiating and consulting both formally and informally with ranking officers of 
59 national delegations on viewpoints of the United States and other members 
on over 400 different agenda items during a year, reporting on high-level policy 
matters, devising means of presenting United States positions at the United 
Nations and advising in connection with the drafting, reformulation, and redrafting 
of United States positions 

The mission is a continuous focal point of daily contact with the United Nations 
Secretariat and the representatives and staffs of the other 59 member nations on 
substantive, procedural, and administrative matters. 

b) Public affairs.—The mission handles comprehensive public affairs activities 
on all phases of United States participation in the United Nations at New York 
with the accredited correspondents to the United Nations, the representatives of 
nongovernmental organizations, representatives of broadcasting and other 
public information media, and also handles the public correspondence on activities 
of the United States in the United Nations. The greater part of this publie affairs 
activity is directed toward foreign accredited correspondents and foreign infor- 
mation media. Personnel carrying on this activity play an important part in the 
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preparation and presentation of United States positions United Nations organs 
as advisers on the propaganda and psychological aspects of strategy and tactic 
( Erecutive Secretariat and administrative and conference ervrce The See- 


retariat coordinates for the United States mission the instructions 
United States policy and the servicing of the State Department and many 
other United States agencies (through the State Department with extensive 


and documentation covering over 2,000 meetings of international orga 


positions 





reporting 
zations In | year 

Che Secretariat not only services the permanent staff but also provides office 
facilities, secretarial, messenger, telephone, reproduction. communication, ref- 
erence and research, documentation, fiscal and supply services as well as extensive 
hote! and transport accommodations for over 500 additional persons appointed 
as members of approximately 30 United States delegations annually meeting in 
Ne Ww Yor! 

In addition, the Secretariat handles the general host country liaison responsi 
bilities to the United Nations and to the national 
h 





delegations, and administer! 
in New York the specific legal responsibilities of the International Organizations 
Immunity Aet (22 | SB. 4): 3a6 These responsibilities include among other 
things, assistance on visa problems, arrangements for exemption from city and 
State excise taxes, issuance of monthly diplomatic lists for Federal, State, and 


local authorities and business concerns, and customs and immigration clearances 





BACKGROUND 


For 1955, a total of 115 positions is requested, or a net of 108 man-years after 


lapse. This compares with a total of 190 persons on the rolis in September 1950 
Management economies and organizational adjustments reduced the 190 persons 
to 177 bv the end of fiseal 1951 lhe progressively severe budget cuts in fiscal 


years 1952, 1953, and 1954 compelled large reductions in force and cancellation 
of positions becoming vacant 

In the first and second quarters of fiscal 1954, the total staff has been reduced 
by approximately 22 percent. Some of the reduction as deferred until the 
completion of the resumed session of the Seventh General Assembly at the end 
of last August and of the regular session of the Eighth Generai Assembly in 
ey i mber The prospects for intensive meetings from January to J Lif of cal 
endar 1954 are very probable, with a wide range of agenda items to be listed for 
l N. meetings as a restilt, in part, of agreements reached in various political 
conterences 

The United States mission cannot control the volume of U. N. activities in 
either the number of meetings or duration of conferences. Certain administrative 
and operating expenses may, therefore, fluctuate by as much as up to 30 percen| 
above budget estimates. The extent of U. N. activities in New York in the third 
and fourth quarters of fiscal 1954 will determine whether even after extensive 
reduction in staff, space, and services the total obligations can be held to the 
$800,000 available. 





ESTIMATED REQUIREMENTS FOR 1955 


The 1955 budget request of $820,000 slightly exceeds the funds available for 
fiscal 1954 but compares with total 1953 obligations of $956,621 

Specifically, the 1955 request reflects an increase of $6,400 in total ‘‘Personal 
services” in contrast with 1954 and an increase of $13,600 spread over other object 
classes, or a combined total increase of $20,000. 

The specific items of increase for 1955 listed in the tabulation on page 16 ar 
primarily relative since many of the comparative items of expense for 1954 were 
arbitrarily adjusted to come within the total available 1954 budget. The object 
class estimates for 1955 reflect minimum requirements. 

A 5-year comparison of the 1955 budget request with previous funds and per 
sonnel is as follows: 








Maximun 


Fiscal] year Amount positions 
filled 
1955 request $820, 000 ll 
1954 allotment 800, 000 32 
1953 obligations 956, 621 155 
1952 obligations 992, 303 177 





1951 obligations. 1, O80, 159 190 
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Explanation of estimate 


Obligation, 1953 


Estimate, 1954 


Estimate, 1955 


1955 versus 1954 
increase or 


decrease 
Num Num- ; Num- Num- 
nee Amount ber Amount ber Amount her Amount 
Personal Services 

Permanent salaries 155 | $855,030 132 | $763, 465 115 | $692,062 17 | —$71, 403 
Deduct lapse 15 69, 163 19 109, 965 7 39, 662 12 +-70, 303 

Net permanent (average 

number, net salary 140 785, 867 113 653, 500 108 652, 400 -5 —1, 100 

Other positions (inter- 

mittent employment) 8, 828 8, 000 10,000 +2, 000 
Payment above basic 

rates 22, 500 20, 000 25, 500 +5, 500 
Regular pay in excess of | 

52-week base. 3, 000 2, 500 2, 500 

Personal services -_ _. 820, 195 684, 000 690, 400 +6, 400 
Other objects : ; 

l'ravel 9, 838 11,000 12, 000 +1, 000 
Transportation of things 100 100 
Communication service 58, O75 51,000 57,000 +6, 000 
Rents and utility serv- 

ices 20, 708 19, 400 20, 400 +1, 000 
Printing and reproduc- 

tion. _. 2,872 1,000 1, 500 +-500 
Other contractual serv 

ices 31, 212 26, 000 28, 000 +2, 000 
Supplies and material 8, 734 5, 500 8, 000 +2, 500 
Equipment 3, 831 1,000 1, 500 +500 
Taxes and assessments 1, 156 1, 000 1, 100 +100 

Total, other objects _ 136, 426 116, 000 129, 600 +13, 600 

Grand total 956, 621 800, 000 820, 000 +-20, 000 


Personal services: 
Obligations 


1953 $820, 195 
1954 684, 000 
1955 690, 400 


Increase 


6, 400 


The $690,400 requested for personal services represents a net increase of $6,400 








over 1954 and a decrease of $129,795 compared with 1953 costs. The increase 
results from a lower lapse rate due to expected less personnel turnover, and slight 
increase for part-time employment and for overtime, night-pay differential, and 
holiday pay and for compensation of certain Presidential appointees when actually 
on duty. 


Travel 
Obligations 
1953 $9, 838 
1954__ : 11, 000 
1955 12, 000 
Increase 1, 000 


The estimate of $12,000 is an increase of $1,000 over 1954 and is required to 
cover additional travel between Washington and New York because of the reduced 
staff of the mission. The request provides $7,440 for travel of permanent officers 
between New York and Washington; $3,820 for travel between New York and 
other points; and $740 for local transportation (taxis to meetings, messenger fares, 
bridge tolls, etc.). 


Transportation of things 
Obligations: 
1954 $100 
1955 , “Ute 100 


The $100 requested is to cover transportation costs for moving certain equip- 
ment and materials. 
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Communication services: 
Obligations: 


1953 _ MoS CS das sows oe si b ; $58, O75 
1954. 4 - 51, 000 
1955_ \ 3 . 57,000 
Increase _- we 6, 000 


It is estimated that $57,000 will be required for the following costs: 
Switchboard and local service at approximately $1,700 per month-- $20, 400 


Long-distance, telegram, and cable tools at $300 per month 3, 600 
Tie lines to Washington, to U. N. Headquarters, etc., at approxi- 

mately $1,763 per month 21, 160 
Circuits for communications equipment at $403 per month_-__- 4, 840 
Loudspeaker system at $32 per month si 400 
Postage (including reimbursement to the Post Office Department 

for penalty mail) at $550 per month_ - ----- ; J ee 6, 600 


The switchboard costs include service not only for the United States Mission 
and the many United States delegations attending U. N. conferences in New 
York, but also for the United States representatives in the Military Staff Com- 
mittee of the United Nations whose offices are adjacent to the Mission and are 
serviced by the central Mission switchboard. Those United States representatives 
have an authorized staff of 38 personnel. 


Rents and utility services: 
Obligations: 


1953 na ...-. $20, 708 
1954_ 19, 400 
1955 vobke .. aoe 
Increase _- > ah 1, 000 


The estimate of $20,400 is based on the following items: 
1. Official Embassy residence for United States representative 
(furnished Embassy residence at Waldorf Towers under lease 


to the United States Mission since 1947)_ nies . $17, 500 
2. Supplementary heating and elevator service for offices on Satur- 
days, Sundays, evenings, and holidays Sadao 1, 000 
3. Garage rental (includes washing) for 3 passenger vehicles and 1 
Jeep truck _ -_ - : eins caweae awa ee res ws 1, 900 
Printing and reproduction: 
Obligations: 
Te ee bac este ais wei elie no $2, 872 
ibs, ib tele choked «ied pais MS ln: onli: ah ine BTS toa 1, 000 
a il a A a ie Ee eg 
ea bt laid ee aise  aeetiedca ae 500 


It is estimated that $1,000 will be needed for a replacement supply of stationery, 
blank forms, administrative orders, etc., and $500 for miscellaneous printing 
requirements. 


Other contractual services: 
Obligations: 


tilts: nds ahhh ie taeid « + ius bowie Sess ea 

Pee JOG 2. «Jb Jee sdue a SE ewe 6h 

EE Ey ea ae kietiewid ; a 

I LT eh ate GETS tee ete aati shen aed 2, 000 

It is estimated that the amount of $28,000 will be needed for the following 
purposes: 


Representation allowances.—It will be necessary for the Mission to entertain 
representatives of foreign governments and of international organizations, as 
well as maintain the representation obligations common to diplomatic and 
international functions. ‘The total estimate for this purpose for the fiscal year 
1955 is $16,000. 

Automobile repairs.—The Mission, in fiscal year 1955, will operate 3 passenger 
vehicles and 1 jeep panel truck. The average cost of repairs, based on age and 
physical condition will be approximately $125 per car, or a total of $500. 

News tickers—Teletype news service from the United Press and from the 
United Nations is furnished at a monthly cost of $143 and $23, respectively. 
The total annual cost is estimated at $2,000. 
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Official Embassy residence Partial reimbursement of compensation for house- 
hold servant in official leased residence for United States representative to U. N., 
per Public Law 341, 8lst Congress. Annual cost estimated at $1,000. 

Miscellaneous services.—It will be necessary to contract for various house- 
keeping functions in the amount of $8,500 as follows: 

Supplementary cleaning $4, 000 
Repair and maintenance of office equipment, air conditioners, etc ‘ 4, 000 
Office painting, alterations, etc 500 

Total 8, 500 


Supplies and materials 
Obligations 


1953 &, 734 
1954 5, 500 
1955 8, 000 
Increase 2, 500 


It is estimated that $8,000 will be needed for (1) the replacement of office 
supplies for the permanent staff and the various conference delegations in the 
amount of $5,300; (2) the purchase of gas and oil, tires, batteries, etc., needed in 
the operation of 4 vehicles in the amount of $1,300; and (3) the purchase of 
newspapers, periodicals, etc., at a cost of $1,400 


| quipment: 
Obligations: 


1953 $3, 831 
1954 1, 000 
1955 1, 500 
Increase 500 


It is estimated that $1,500 will be needed for (1) replacement only of office 
equipment (including manual and electromatic typewriters, etc.) in the amount 
of $1,200, and (2) the purchase of books in the amount of $300. 


Taxes and assessments: 
Obligations: 


1953 . $1, 156 
1954 1, 000 
1955 . 1,100 
Increase 100 


The $1,100 requested is to cover the Federal Government contribution to the 
social security fund for those employees hired with social security benefits instead 
of civil service retirement benefits 


U/nited Nations, New York, N. Y. 


Actual Actual Estimate 
i eittibihiinee ‘ail initiate calendar year calendar year | calendar year 

a ’ ' 52 (fiscal 1953 (fiscal 1954 (fiseal 

1953 year 1954) year 1955 
Gross expenditure budget $49, 339, 800 $50, 438, 200 $48, 060, 000 
Less mescellancous ir f 6, 399, 8X 6, 238, 200 6, 760, 000 
Assessment budget 42, 940, 000 44, 200, 000 41, 300, 000 
United States percentage share 36. WO 35. 12 33. 33 
ate issessme $15, 844, 860 $15, 523, 040 $13, 765, 200 
los ital fund credit 404, 000 356, 000 358, 000 
ntributior 15, 440, 860 15, 167, 040 13, 407, 290 





The total United Nations budget for the calendar year 1954 assessable against 
members amounts to $41,300,000. The gross expenditure budget for 1954 amounts 
to $48,060,000. When this amount is offset by the amount of $6,760,000 in 
miscellaneous revenue from the staff assessment plan, sale of publications, and 
so forth, the resulting assessment to members is $41,300,000, a reduction of 
$2,900,000 from the previous year. The reduction in estimated total assessments 


is based primarily on economies throughout the departments at headquarters, 
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and in publications and meeting costs. The $565,000 provided in the 1954 budget 
for enlargement of the dining room and cafeteria at headquarters, is more than 
offset by the fact that it is not necessary to include any provision in the 1954 
budget for completion of headquarters construction 

The United States share for 1954 is 33.33 percent, a reduction of 1.79 percentage 
points from 1953. Because of this reduction the United States will receive a 
credit of $358,000 in relation to its contribution to the working capital fund, 
Chis percentage reduction and credit, along with the reduction in total assess 
ments, account for the decrease from the amount requested in fiscal year 1954 


STATUTORY AUTHORIZATION 


Public Law 264, 79th Congress, as amended by Public Law 341, 8lst Congress 
(22 U. S. C. 287). 

Chairman Bripews. Today we have with us the distinguished 
Ambassador and our former colleague, Cabot Lodge, and we will be 
Aml | nd fort lleague, ¢ g 
glad to hear from you, Mr. Ambassador. 


STATEMENT OF AMBASSADOR LODGE, UNITED STATES 
REPRESENTATIVE TO THE UNITED NATIONS 


Ambassador Lopg@r. It is a memorable moment for me to appear 
before this committee as a witness. You and | came on to it to- 
gether on the same day in 1937. 

I realize the pressures of your work and I am going to be extremely 
concise. 

[ would like to give you a brief statement of what has been ac- 
complished in a financial way since taking office January 27, 1953. 

We have reduced personnel from 143 to 102 persons, a 29-percent 
reduction with a saving of $125,000. 

We have reduced the square footage in the office 25 percent with 
an annual saving of $40,581 and $10,000 in guard service 

The estimated amount which will have been spent on the United 
States mission to the U. N. in the fiseal year 1954 is $160,000 less than 
the amount spent for fiscal year 1953. As you have just stated, the 
United States contribution has been reduced from $15,167,040 to 
$13,407,290 which is a reduction of 11.6 percent for the United States. 
At the same time, we have been able, working with other countries, 
to get the contribution of the Soviet Union increased 7.7 percent, 

If you add all those economies, you will see there has been a net 
saving to the United States taxpayers of $1,971,210. 


JUSTIFICATION FOR ESTIMATI 


For the fiscal year 1953-54 the previous administration asked 
$1,012,000 for the United States mission. The new administration 
cut this to $991,000. We were then allotted $800,000. We hope to 
save several thousand dollars out of that. We now ask $820,000. 
The reason for which we ask for that $20,000 is to take care of 4 
possible contingencies in the future which we think may cost that 
amount of money. 

First, we now have a top-flight United States representative in the 
Economic and Social Council, Mr. Preston Hotchkis, of Los Angeles, 
who is an outstanding businessman and civic leader, doing a very 
fine job and I think making great steps in bringing back the confidence 
of the American business community. He has to have advisers and 
staff. 
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Secondly, the President’s speech of December 8, wherein he pro- 
posed an atomic pool of fissionable material, will in all probability, 
come into the U. N. at some time and that will involve experts and 
advisers. 

Third, the fact that charter review is coming up in 1955 may 
necessitate added personnel. 

Fourth is the fact that the mail and the visitors—and I am happy 
to say visitors that come with introductions from Members of Con- 
gress—are increasing and you have to have personnel to take care 
of that. 

That is why we think we will need that $20 000. 

I would like to say we did not use last year’s authorization for an 
additional passenger car. We have disposed of 4 automobiles, sub- 
stituting taxi fares for 2 and replaced the other 2 with rental cars. 
We have eliminated the salary of 2 drivers and saved replacement 
cost of 2 cars. 

LOYALTY SCREENINGS 


As far as the loyalty screening of personnel employed by the 
Secretariat of the United Nations is concerned there are 1,720 that 
have been screened, leaving 178 cases pending. 

There have been 785 new applicants whose cases have been com- 
pleted. 

ACCOMPLISHMENTS DURING YEAR 


The substantive accomplishments during the year have been the 
following: We exposed the monstrous Communist campaign of lies 
against us that we were using bacteriological warfare. We showed 
up the maltreatment by the Soviet Union of World War II prisoners 
from Italy, Japan, and Germany. We spread out before the whole 
world the record of Chinese Communists atrocities against our 
troops. We showed the falsity and the general mental dishonesty of 
the Soviet disarmament line. We were able to hold the free world 
together on Korea in spite of many attempts to divide it. We made 
progress in getting the Chinese irregulars out of Burma. We enacted 
resolutions carrying into effect the President’s message of April 16 
insofar as this called for a war against want through savings as a 
result of disarmament. We recognized Puerto Rico’s status as a 
self-governing commonwealth. 

And we kept the Chinese Communists out of the U. N. I believe 
we are going to continue to keep the Chinese Communists out of the 
U_N. 

Chairman Brinces. I thought your statement, the other day, 
where you outlined the reasons, was extremely pertinent and good. 

Ambassador Loner. Thank you. I could have no finer reward 
than to have you and the members of this committee approve of that. 

Senator ELLENDER. Would you be able to tell us how much of the 
American viewpoint you have been discussing here has reached behind 
the Iron Curtain, the nations behind the Iron Curtain? That is 
where I believe it would do us a lot of good. Have you had indications 
as to how much of that information reached the people in those areas? 

Ambassador Lopasn. It is difficult to measure that mathematically. 
Of course the U. N. has not developed the way people thought it 
would in 1946 but it has become the great world forum. It is the only 
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world forum. What is spoken there is heard throughout the world. 
It gets into the neutral countries, the countries that are on the fence, 
that have not made up their minds. 

Senator ELLenprErR. Through their representatives, I presume? 

Ambassador Lopacr. Through their representatives and through 
the press and radio into countries that are close to the border. I 
could tell you off the record instances of getting into countries that 
are very close to the border. I believe that this refutation of the 
charges of germ warfare had a tremendous effect because Charles 
Mayo of the Mayo Clinic presented it. 

Dr. Mayo is a man of great standing in the medical profession 
throughout the world. He held the front page for about 10 days. 
We took this bacteriological warfare thing which had been an attack 
on us and we turned it around and made an asset out of it by showing 
what a diabolical lie it was. 

In corjunction with other countries we have encouraged the 
Secretary General to reorganize the U. N. Secretariat. This will, 
| think, produce a saving of a million dollars in the U. N. budget in 
each of the next 2 years. We have been able to withdraw the con- 
sultative status of this Women’s Industrial Democratic Federation, a 
Soviet front used as a device to get visas for Soviet Communists to 
come into this country to appear before the Economic and Social 
Council. 

Mr. Hotchkis has been able to prevent recognition of three other 
Soviet front organizations trying to get the right to appear before the 
Economic and Social Council as so-called nongovernmental agencies. 
[ contend no Soviet so-called nongovernmental agency is a non- 
governmental agency because they are controlled by the Soviet 
Government and therefore should not have the title of nongovern- 
mental organizations. 


SITUATION ON FACILITIES 


[ would like to say that our premises at 2 Park Avenue are not 
sufficiently physically secure. We are in a commercial office building 
on two separate floors. All of the authorities on security protection 
against foreign penetration have said it is not adequate. 

1 am looking for space that is within a reasonable figure. I have 
been able to find space that is far too expensive. Sometime I will 
come to you, I hope, with space that is much more secure against 
foreign penetration than this is. 

That is the brief statement I wanted to make about our work and 
financial status. I have given you a brief summary of the accomplish- 
ments during the last year. 


STATUS OF BUILDING LOAN REPAYMENTS 


Chairman Bripexs. What is the status regarding the repayment of 
the construction loan from this country to build the U. N. Building? 

Ambassador Lopes. The first three annual scheduled installments 
for the repayment of the U. N. headquarters loan have been made 
before their due dates as follows: 

Payment of $1 million that was due on July 1, 1951, was paid on 
June 27, 1951. 
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Payment of $1 million due on July 1, 1952, was paid on June 26, 
1952. 

Payment of $1,500,000 which was due on July 1, 1953, was paid on 
June 29, 1953. 

Further installment of $1,500,000 due July 1, 1954, is included in 
the U. N. budget for 1954 approved by the Eighth General Assembly. 

Senator Smirx (New Jersey). What is the total? 

Ambassador Lopex. That totals $5 million. 

Senator ELLenper. Is that carried as an overall expense to the 
U. N.? 

Ambassador LopeGr. Yes; it is. I have here the schedule for the 
future in case you would like . have it for the record. 

Chairman Bripers. We would. 

Ambassador Longer. | have the schedule here. 

Chairman Bripces. Make it part of the record. 

(The schedule referred to follows:) 


Schedule of repayments by the United Nations of the headquarters loan 





Amount Amount 
July 1, 1951_- $1, 000, 000 | July 1, 1967 $2, 500, 000 
July 1, 1952- 1, 000, 000 July 1, 1968_ 2, 500, 000 
July 1, 1953 1, 500, 000 | July 1, 1969_. 2, 500, 000 
July 1, 1954 1, 500, 000| July 1, 1970 2, 500, 000 
July 1, 1955 2, 000, 000 | July 1, 1971 2, 500, 000 
July 1, 1956 2, 000, 000 | July 1, 1972 2, 500, 000 
July 1, 1957 _- 2, 000, 000 July 1, 1973- 2, 500, 000 
July 1, 1958- 2, 000, 000 | July 1, 1974_. . 2, 500, 000 
July 1, 1959 2, 000, 000} July 1, 1975 2, 500, 000 
July 1, 1960- 2, 500, 000 | July 1. 1976 1, 500, 000 
July 1, 1961 2, 500, 000 | July 1, 1977 1, 500, 000 
July 1, 1962- 2, 500, 000 July 1, 1978 1, 500, 000 
July 1, 1963 2, 500, 000 | July 1, 1979 1, 500, 000 
July 1, 1964 2, 500, 000 | July 1, 1980 1, 500, 000 
July 1, 1965-- 2, 500, 000} July 1, 1981 1, 500, 000 
July 1, 1966. 2, 500, 000! July 1, 1982_- 1, 000, 000 


Senator Smira of New Jersey. What is the period of years? 
Ambassador Lopes. It goes to 1982. But they are right up to 
date on the payments. 


SITUATION ON SALARY CLAIMS OF DISMISSED EMPLOYEES 


Chairman Bripces. Mr. Ambassador, another question this com- 
mittee has been concerned about and I think you have, and the Con- 
gress has, is the status of the claims for back salary of employees 
of U. N. who have been severed for security reasons. 

Ambassador LopGr. Well, the status of it is that they have not 
been reinstated and that they have not been paid, and as long as | 
am there no stone will be left unturned to see to it that the V will not 
be paid. It was somewhat of a shock to me to find that on this 
administrative tribunal that made these awards there was no United 
States citizen. There was a national of the United Kingdom, a na- 
tional of France, a national of Egypt, and a national of Sweden. But 
in ar of the fact that necessarily we have more employees. in the 
U. N. than any other country because we are host country and would 
ah more business before this tribunal than any other country, 
there was no United States citizen. 
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I set out to remedy that and we now have a United States citizen 
on the tribunal. This tribunal voted to reinstate these 11 individuals 
who had invoked the fifth amendment and also voted to award them 
approximately $170,000. 

The Secretary General refused to reinstate any of them and the 
General Assembly did not vote to pay them the $170,000 and, of 
course, we put up a vigorous and strenuous opposition to such 
payments. 

Senator Smirn of New Jersey. Who took the initiative in trying to 
get the reinstatement of those fellows? If the Secretary General was 
opposed to it where did the movement come from? 

Ambassador Lopar. There was not such a strong governmental 
movement in the Assembly to reinstate them because that would be 
up to the Secretary General. ‘The movement in the Assembly was to 
pay them the $170,000 and there was a good deal of support for that 
because the notion was held, which I think was very fallacious, that 
this administrative tribunal was a court and that, therefore, it would 
be most improper for the Assembly to overturn the findings of a court. 
Our contention was that the administrative tribunal was not a court, 
was purely a convenience to the Assembly analogous to the Court of 
Claims and its relationship to our Congress, and that there was nothing 
sacred about what the tribunal had found. But the support for paying 
them resulted from this conviction some governments had that the 
findings of the tribunal were like the findings of a court and should be 
respected for that reason. I think this is a fallacious idea. 

Chairman Bripces. Now didn’t you want a brief executive session? 

Ambassador Longs. Yes. 


CONTRIBUTIONS TO UNITED NATIONS 


Senator ELLenpgr. This may not be within your jurisdiction but 
what further efforts have been made to reduce our overall contribution 
to the U. N.—to keep that within the bounds Congress intended? 

Ambassador LopGr. We are right down to the third now, Senator, 
and I think before you came in I made that statement. We have 
saved almost $2 million, $1.9 million. When you take the reduction 
in the American contribution plus the reduction in the cost of the 
United States mission it adds up to $1,971,210, 

Senator ELLeaNDEeR. What I had in mind particularly is this overall 
cost. You say on the overall cost that we contribute but a third. 

Ambassador Lopes. We are down to 33% percent which as you 
know, has been a bipartisan objective. It was Senator Vandenberg’s 
firm recommendation to the Congress, his final recommendation, and 
Senator Vandenberg took that position and then Senator Wiley the 
same and Governor Stevenson and Senator Sparkman took the same 
view. That is one of the things I wanted to talk about off the record. 

Chairman Bripces. Would you prefer to discuss the delinquent 
accounts off the record? 

Ambassador LopGe. On that we can insert this statement in the 
record. 

(The statement referred to follows: ) 
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United Nations—Contributions statement as of Feb. 28, 1954, for the ‘organization's 
calendar years 1946-538 


SUMMARY 





_ | Amount re- | Percent Balance 
9 } | 
Total due ceived | received due 
Calendar years 1946 to 1951 $200, 358, 821 | $200, 358, 821 100. 00 | 
Calendar year 1952 42, 940, 000 41,305,005 | 96.19 | $1, 634,995 
Calendar year 1953 ¥ 44, 200, 000 40, 746, 856 | 92, 19 3, 453, 144 
/ 


UNCOLLECTED CONTRIBUTIONS 


Calendar | Calendar 








Country year 1952 | year 1953 Total 
| 

Belgium. - — ‘ »ihiubeiin ‘ $11, 129 | $11, 129 
Bolivia . $19, 922 | 124, 681 | 44, 603 
China ; ioe 1, 543, 680 2, 431, 477 | 3, 975, 157 
Cuba caw 1 144, 371 | 144, 371 
Ecuador b 1, 611 1, 611 
El Salvador ; al 1,170 1, 170 
France 66, 152 | 66, 152 
Guatemala | 20, 233 | 20, 233 
India... 140, 000 | 140, 000 
Iran ; } 17, 000 | 17, 000 
Iraq.... tes eae 16, 116 | 16, 116 
Israel. . -- 35, 140 35, 140 
Nicaragua. _.. i 7, 294 | 7, 204 
Pakistan * ' | 140, 000 | 140, 000 
Paraguay 117,176 117, 680 | 34, 856 
Peru. e . aw _— 73, 348 73, 348 
Poland me . ae | 180, 055 180, 055 
Syria ‘ Seta eS 3 | 33, 360 | 33, 360 
INT. ctr nce an — proctonpobiqudersl 54, 217 | 1 74, 647 | 128, 864 
BOs cesecceise M Rot s cilastaes 117, 680 | 17, 680 

PE sinkinadtibiicbnnedios sited tcinieesishedeininatia 1, 634, 995 | 3, 453, 144 | 5, 088, 139 


! Total contribution due. 


Chairman Bripces. We have agreed to hear Mr. Canham of the 
Christian Science Monitor but while Ambassador Lodge is here there 
is a matter of secret importance in which we want to go into executive 
session on and we will have to ask you gentlemen who are not members 
of the committee ahd not with Senator Lodge to step out for a few 
minutes while he confers with the committee. We will reopen within 
a very few minutes. 


AMBASSADOR’S ACCOMPLISHMENTS APPRECIATED 


Senator Smita of New Jersey. I would like to make one statement. 
I would like the record to show my personal appreciation for what 
Cabot Lodge has done. I think he has done an outstanding job in 
those matters he has reported here. Every time the Commies raised 
their heads he was there to meet what they had to say. 

Ambassador Lopge. I appreciate that. 

Senator Smitu of New Jersey. I think you have done an outstand- 
ing job in maintaining the position of the President and Secretary of 
State. 

Ambassador LopcGe. I appreciate that. I try to stay mentally and 
spiritually as close to Congress as I can and try to express what I 
believe to be the views of the Congress on these matters. I have one 
fixed rule and that is every time that a Communist speaks, I speak, 
so that there will always be the United States side going out in the 
news stories. 
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INTERNATIONAL EDUCATIONAL EXCHANGE ACTIVITIES 


Chairman Brinces. Next subject is “International educational ex- 
change activities.” The House allowed $9 million on this which was 
a reduction of $6 million below the estimate. They also included in 
the $9 million allowed the language “limitation to utilize’’-—in other 
words, of the $9 million we will utilize $7,560,166 for the purchase of 
foreign credits from the United States Treasury. 

Mr. Wiser. That is correct. 

Chairman Brinces. We will make the justifications and summary 
part of the record. 

(The justification and summary tables and amendment referred to 


follow:) 
INTERNATIONAL EDUCATIONAL EXCHANGE ACTIVITIES 


Summary of requirements, fiscal year 1955 


Appropriation, 1954 regular act : ‘ ilihwipat Mogibenpan Oapkél ‘deenbeketin’ 

Add comparative transfers from 
“International Information and Educational Activities’’.__- -.-- $14, 965, 000 
Pee See 2900 is sl a ects ‘ Sead ---- 14,965,000 


Net difference between 1954 and 1955: 


Requirements Difference, 
oe sa ; ~ increase (+-) 

| | or de- 
1954 1955 crease (—) 
1. American Republics. ees ba | $796, 527 $857,912 | +-$61, 385 
2. Europe . | 6, 734, 754 6, 769, 789 | +-35, 035 
3. Far East | 2,964, 584 3, 149, 670 | +-185, 086 
4. Near East and Africa seks | 2,897,641 | 2,612,669 | —284,972 
5. Domestic program expenses 1, 261,349 | 1,291,077 -+-29, 728 
6. Domestic administrative support 283, 380 | 283, 622 +242 

7. U. 8. Advisory Commission on Educational | 
GRO S Loi o58. sik cktiad cs whitde 26, 765 | 35, 261 | +8, 496 
Total requirements. _..........------- 14, 965, 000 | 15,000,000} +35, 000 
Total estimate of appropriation, 1955_.........- noleen neu pee babiatnn 15, 000, 000 


EXPLANATION OF LANGUAGE 

Legislative authority 

The act of January 27, 1948, referred to is Public Law 402, 80th Congress, cited 
as ‘‘The United States Information and Educational Exchange Act of 1948’’; the 
act of August 9, 1939 is Public Law 355, 76th Congress, ‘‘Cooperation with the 
other American Republics’; section 32 (b) (2) of the Surplus Property Act of 1944, 
as amended, is Public Law 584, 79th Congress, the Fulbright Act, as amended by 
Public Law 400, 82d Congress (sec. 11); the act of August 24, 1949, is Public Law 
265, 8ist Congress, which provides for cultural and educational exchange with 
Finland; and the act of September 29, 1950, is Public Law 861, 8lst Congress, 
which provides for the education of Lranian students in the United States. 
Salaries, expenses, and allowances of personnel and dependents as authorized by the 

Foreign Service Act, 1946, as amended 

This provides authority for the transfer of funds to pay salaries, expenses, and 
allowances of personnel and dependents assigned to United States missions in 
carrying out the educational exchange program overseas. 


Expenses of attendance at meetings 

This will provide for traveling expenses of staff members of the International 
Educational Exchange Service invited to speak at meetings of private organiza- 
tions. 
Hire of passenger motor vehicles 

This will permit the hire of limousines, buses, and taxi service by contract in 
the meeting of distinguished leaders participating in the educational exchange 
program. 
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Official entertainment within the United States (not to exceed $1,800) 


This will provide for the official entertainment of a small number of distin- 
guished foreign leaders during the period of their grants while in the United 
States 


Service as authorized by section 15 of the act of August 2, 1946 


This provides for intermittent service of experts or consultants when required 
in furtherance of the educational exchange program 


Advance of funds notwithstanding section 3648 (Revised Statutes) 


This language provision is required for the payment in advance of per diem 
and allowances to grantees for a period not in excess of 30 days. 


Actual expenses of preparing and transporting the remains of grantees 


This language provides for the necessity that may arise upon the death of a 
grantee to pay the actual expenses of preparing and transporting his remains to 
his home 


SUMMARY OF LAWS AUTHORIZING USE OF FUNDS FOR 1955 INTERNATIONAL 
EDUCATIONAL EXCHANGE PROGRAM 


Annual appropriations 


1. Public Law 402, 80th Congress, the United States lnuformation and Educational 
Exchange Act of 1948, the Smith-Mundt Aet Provides, among other things, the 
general basic authority for a reciprocal educational exchange program between 
the United States and other countries, and authorizes annual dollar appropriations 
from the United States Congress for that purpose. The first appropriations made 
by the Congress under this act were for the 1950 fiscal year. Funds for the 1955 
( peration of this program are included in this appropriation request 

Funds under this act are used primarily for: (1) leader and specialist grants in 
all countries except Germany, Austria, and Finland, where other dollar appro- 
priations are available; (2) in conjunction with foreign currencies for priority 
projects in 22 countries where funds under the Fulbright Act are available 

3) all types of exchange grants in countries where funds under other acts are 
not available 
2. Public Law 355, 76th Congress, the act for cooperation with the other American 

Republics Provides, among other things, authorization for educational exchanges 
between the United States and the other American Republics, including those 
provided under the terms of the Buenos Aires Convention of 1936. Since 1950, 
funds to carry out exchanges under this authorization have been included in the 
annual request for appropriations under Public Law 402 (see above). 

3. Public Law 584, 79th Congress, the Fulbright Act.—Provides that some of 


- 
I 





the foreign currencies owed to the United States as a result of surplus property 
sales abroad may be used to finance exchanges between the United States and 
certain foreign countries for study, teaching, lecturing, or advanced research 
This act was passed on August 1, 1946. It was amended by Public Law 400, 
82d Congress, the Mutual Security Act of 1952, to provide for the use of foreign 
currencies “‘held or available for expenditure by the United States or any agency 
thereof * * * and not required by law or agreement * * * to be expended or 
used for any other purpose.”’ Programs financed in whole or in part with funds 
available under this act are now actually operating in 24 countries. As indicated 
in this budget, these foreign currency funds are used in conjunction with dollar 
funds appropriated under Public Law 402, the Smith-Mundt Act, in all of these 
countries except Austria, Germany, and Finland, where other dollar funds are 
similarly used. Funds for the 1955 operation of this program are included in this 
appropriation request 

4. Annual appropriations to the Department of State for Gcvernment in Occupied 
{rea These acts authorize, among other things, dollar funds for an educational 
exchange program with Germany and Austria. Funds have been appropriated 
annually by the Congress for this specific purpose since fiscal year 1947. Origi- 
nally conducted by the Department of the Army, this part of the program was 
transferred to the Department of State on October 1, 1949. Funds under these 
appropriations are used for: (1) leader and specialist grants; (2) in conjunction with 
foreign currencies (Public Law 584) for priority projects; (3) for special training 
and teen-ager projects not possible under Public Law 584. Estimates for these 
programs for 1955 are included in a separate departmental budget heading. 
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Special appropriations 


5. Public Law 265, 81st Congress, the Finnish Educational Exchange Act.—This 
act, sponsored by Senator H. Alexander Smith, was passed on August 24, 1949 
It provides that part of the annual payment in dollars on Finland’s World War I 
debt to the United States may be used, among other things, for educational 
exchanges between the two countries Accordingly, funds under this act are 
used for: (1) Leader and specialist grants; (2) in conjunction with foreign cur 
rencies (Public Law 584) for priority projects; (3) other projects, for example, 
work-training. Estimates for the administration of this program in 1955 are 
included in this appropriation request. However, program funds, while included 
in the schedules, are not a part of this appropriation request 

6. Public Law 48, 82d Congress, the India Emergency Food Aid Act of 1951 
This act provides that interest payments in dollars by the Government of India 
before January 1, 1957, may be used, among other things, for exchanges of students, 
professors, other academic persons and technicians between the United States 
and India. The first funds under this act became available in fiscal year 1953 
Funds under this act will be used primarily for (1) leader and specialist grants (in 
addition to those available under the Smith-Mundt Act) ; (2) other special projects. 
Kstimates for this program in 1955 are included in the Department’s budget 
under a separate heading. 

7. Public Laws 827, 535, 81st Congress, and Public Law 165, 82d Congress é 
Foreign Aid Acts.—Authorize the use of dollar funds, until expended, for assistance, 
to selected Chinese and Korean students and scholars stranded in the Unite , 
States. It is anticipated that funds under this program will be liquidated i» 
fiscal year 1955. Funds for the operation of this program are on a ‘“‘no-year 
basis, and are not a part of this appropriation request 





1955 





APPROPRIATION 


RCE 


OMME 


‘ 


TICE, AND C 





, JU 


4 STATE 


> 


* 


1] 


OF0 ‘068 ‘ET 





908 ‘S6e ‘eT 


169 ‘268 ‘z 


PSS “b06 ‘z 
PEL ‘beL ‘9 


° ‘962 





3800 
weigoid 
£1) un0o 
PUB Bary 


ST? ‘6g9 


000 ‘cet 
£28 ‘OeT 
88F ‘291 
FOL ‘ORE 






000 “cet 


812 °289 | oop ‘S10 ‘T 


269 ‘298 


SE ‘bez OFT 





OFe ‘OI 





LL ‘OFT 
O8E ‘Zé 


009 * 
Z6t ‘Soe 


SLF B21 
966 ‘ches 
082 “SzI¢ 


096 “ees 196 ‘ERs 


7800 ; 
UOTsstu 8[00Y90s 
“m0,9 1S00 pelos 

7 3800 . | =uods 
[eu0y} stp | [2nI0B8I4 , 

' HOTS] uBo 
“sonpy “u0D , 
soIRig -}40ury 
peyyup 0} Pry 


| 








1UBIZ [R40 


8861 GNY b961 SHY aA TVOSI4a 


831)1a109D 








| Sig’ 
(009 “tgz) - — 
FOE ‘699 ‘OT 89 'T | O00 ‘¢ gt 
| 
z OF 91 
c | Zbl SI 
2 | oT le 
ay | 
£9 St) a 
699"> 
OFF “269 ‘OI - 

090 ‘Z87) S8F'T | p21 ‘g | SF 
iF 
LL '0l8 ‘2 | go] OIL | oz 

OFT &I 

821 ‘T TI1zZ 

t 
OSE ‘OLog 65 bOI eI 
_ = | 

2 =} o 

> a 5 

| &s R = 

1800 ws” ” r 
}UBIa 
[BJO] 





abun yous 


SIS} Bad g 


“SS FY PUPIL LIS 





“‘su0g STS ‘TOR Me 














“Bu0g 
Lt SIP Noe YOR LOP ‘I 
b 86 08% 81z 
0g 96 ve BLe 
8 SRI £01 9ER 
¢ le ze OR 
62 OOF gis OFF ‘I 
66 O82 ee 997 
29 PIT 6£ I8z, 
902 96 Ti zs 
of ee 8 
> ci sy 
° a ° 
a gE 5 
% proige = wR 
- p 5 
SiopBay S]00yds A. 
=| UBD] 
Us}e10 “OUrY Wy 


STBUuoTyE 





Sjuepmg 


‘AUVWW 1S AI1THOM 


[PUuonDvon ps ]/2U01)DUu 4 uy 





ISTS “99% ery 








992 1a 
oF 
62 
261 
bP 
992 ooh 
bP ze 
Le 
r6I 
Lb 
= | 
oo S 
he _ 
Ae = 
{VBey, 





I 


"Nqdnd 04 UvNsund 1qQeyRAP OOP'Z$ « 


"HN 07 WUBNSaNnd NAVAL 009‘ pRzg | 





ore ORE 
09 ab 
19 oF 
L1z 608 
| 
} Z1t 
IZ 6F 
19 6 
12% £2 
b I 
cl ~~ 
>| & 





818][Bjoeds 
yo18e8 
4 pue 

S 10.1} vy] 


S61 ‘T07 


WOH V pur yer 4 YWonN 
| iSUy wy 
oT Ol 


SHGndey UvOLieuly 
‘AI 1Red [eos] 47 





961 ‘TwIO7, 





ayy puv 18t 4 YMON 


BY IBY 
dom a 





[qndey UvOLeNYy 
PIGT AWOL Jr VS} q 


PUD Beary 








aH 
i> 
_ 
— 
> 
2 
a 
~ 
DN 
Z 
fa) 
o 
— 
& 


APPROPRIA 


STATE, JUSTICE, AND COMMERCE 





LeS “96L 096 ‘Ec 196 ‘EF 


£ZE 















O82 SZ I oc! “OLS 

£tZ ‘6 

0Z8 ‘2 

£96 6 

66£ “9 . 
6 
‘Se 
‘tI 
‘8 


§ 





6F 


OVO OD 


NOW 


a 


NOE AINNK A 


iz 
FOI 
€ 
q 
4 
£ 
9 
¢ 
cE 
t 
} 
6 
¢ 
¢ 
9 
8 
bt 
9 
TVOSId 


et 


“SOITH Oda 


neo 


SD 9D OD OD mt me me 


NVOINANWNY 


ANNANANAN 


NN 


NAAN 


AUVAW 


x 


NMAMAN 


FRM MIs 


is 








Sol 


dey 
Jiievmy ‘e107 












1955 


APPROPRIATIONS 


RCE 


STATE, JUSTICE, AND COMME 


se) 


1156 


Z16 ‘£98 


bO6 “¢ 





000 


bY 











461 ‘bIg 


INNO Oe 


™~ 


Ge 


mm ee 





INAN NAS 


No 





US 


bb 





svIqnday 


UvdTloWy 





8 





“T8307 





Aengnu 
na, 
Aungvse, 


euleuE, 





NzZeue A 


) 
{ 
I 
1 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1157 


rQ + ~ to S Tt 
=o & S36 x 













6 


394 
3 


909 





l 
l, 
l 





= £2 22 2 'Se 
== 3s + NS 
6s ~ al 








22 = oR Ss 
rs AQ i“ > 

RN SS = 
Bix < {+ 
+— = _ 
s = = 








TOO oc- x s 
Dm PS mS — x 
Se S NW: * oD 
tre os as NONE aS N 
Ne NA on a) o > 
¥ — ~ “ 


4, 600) 
40), 88 





2s, 


























© 
= OD OD e 
— N 
< ¥ 
_ ~O2+OD - ia 
~ = = 
< 
- “_ a“ 
2 
a NAN FONR HK HOM NN S < 
a N+ ‘~~ — N oad 
~ x 
= < On = ~ x = 
< : = = 
= 
r 
rh I ID IDWNN = - 
a= =m MAAN = - 
= a ~ 
Lo = a = AS — AN» e ry 
aa we SF N “ ~ 
— : x 
+ 
x 
> <- - > a a+ “nN 7 
A N _ > rey 
a 
>N_ =~ 'SOnmon ¢ = 
nw Ss 2 5 ; 
" “i pa 
—- A -noo e “Ny — “ 
N ea _ ~ ‘ N S 
Ay F 
a= © 6 = + iN 
—— N = > ~ ™“ 3 
= 
Pr 
“S 
in 





Denmark 








682 ‘692 ‘9 POL ‘ORE 








APPROPRIATIONS, 1955 























ZER OT 

606 “LEE ‘1 une “T 

822 Lb eZ 

828 ‘OL 

‘16 OCF ‘t 
‘1? 

ny ‘0 
5 og ROR 00€ “CT 
fe ; REI 1)‘ 
) ; pee ceo ‘Oz 
— 168 ‘T Obz ‘Z8 
q ‘ST 
a I 0F0 “99 
o 
~ soe 
=) 
7 cir 'T 
< PLS ‘ZhZ 
: £29 ‘STO$ 
lea} ‘ 7 
Oo 
oe 
e 
n S800 
~ 1800 
a) urel30ud 1900 = aaa 
= {13un00 $ ew 
| pue Bary nm 
< ven 
Q 


s 


1] 











LPI ‘ORE “s 
O09 “P82 


WE “BIT 
, “coe 


ow 


Favor 





ayaa 











9 

2. ~ 

/UBIS [By 
S961 UVAA 


penul) 10°) 


AV Vdiut 


TVOSIa 


}9D 2DUD / 





‘adOung 


Seva av 


SRI 








AGVYWINIIS 





“BUOD ISIg ‘C9z 











£01 ail VES 
10% Zit 
I 
s Or 
9 
cI b 
oe 
ZI 62 
L 61 Ig z 
) LI of t 
ce 6Z ~ 
- nat = 
a © Ss 
oe = ot 
oy iz] > 
ae 5 Ae 
sju 








MOT] 





Onl 








Ol 


1010 4 


u 





8qnd 0} JuBNsInd IQPTIBAB OOO PRZE | 


















608 
g £9 
p 
[ 
tI OF 
9 g 
cI 0% 
Lt 
Gz Ig 
tI ZI 
ZI ZI 
} II 
IZ 61 
t 2 
i = 
8} k 
Yoseus 
“01 put 


849.1N400"] 





adoing [R07 


BIA BTsosn x 

Wwopsulry peyuy 
WOH) Vy YINOY jo uolup 
OSL, 

uapemMy 

uledg 

[ean.i0g 
ABMION 

puRleez man 
SPUBLINY ION 
AI8y] 

put [ee] 

sOUBL y 

puvrury 
yIvurUe” 

Bpet c 
{WOXT’]-mnseg 
BITB1ISsN y 








pue Boly 











_ 
~~ 


~ 
e 


E, AND COMMERCE APPROPRIATIONS, 1955 ]] 


STATE, JUSTIC 


OL9 


682 
62 


£96 * 
(16 











000 “6L 











ORE 


ISU 




















STA 













Os 6 V Lg g. 62 L ) 9t 
OT 9 t b I 
I ® or 6 3 
[ 
z z b 
I 8z ZI 9¢ df 8% 
Zz ¢ z 9 
8 b 
I z y 9 L : 
LSVa YVA AUYVWWOs 
& zg PII 6 89 19 6£ 
z z 6L I b Z 
Zz { 8 Or 6 g 
z y I 
‘ £ t I 
6 of 8Z Ut Lt SZ 
C i) 
9 f 
t 
zZ I Zz 
t Zz z f L Z 9 
LSVa Uva HuVWWoaS 





VA Ivy ‘[ejo07, 


Bvealoy 


uedeys 








IsUgq Iw ‘Tt 


pues 
soul 





SPIOULIOT, 4s 


“"guoy su0H 
BSOULIO y 
“suLing 












1160 


. < 
~ Zz. 
= a 


STATE, JUSTICE, AND COMMERCE 




















= = ah = & - 
<< a - & _ 
m5 wo ios N 
= * AA 1 + = 
~ +2 x 
=~ ot + id 
2% me os - = 
< 
eS. DEAR — = 
5% 2 # ~ 
, Cbs wi 
~ ¢ SN 
fo ae 
— 6 A 
«5° a 
e . - >> — 2 Ton 
Imo =—=oom- 
2 i : N+ 
_ 4 4 
Ss Q - ot mt ot om ’ ~ 
2 CDN =r 
< 
x - 
. Se |: > tat 2 
= 
< 

















APPROPRIATIONS, 1955 


88, 147 
897, 641 


R Hi 


Stcsers =: L 
SSRmCSSAS = 
tat ote ' ~ 
AY NN 

N 


1 


484 





140, 





~N mom '« £ 
+ 
x 
T™"C i-co-c ~ x 
“ae 2 » = 
= z 
7 zx 
z 
x MN 


? $2,490 avallabl 


1 


EAR 


FISCAL 


A. 


AFRIC 


r AND 


k 


AR 


TMMARY NE 


st 


MMAR 


STATE, JUSTICE, 


NA 
“N 
~ = 
x 
{= 
x 
’ 
“N 
™ 





= NX 
z 


iA 
‘ 
r os 
s - 
oN 














aN 
“ii > 
4 . i 
+ = x 

x 

“ 
— s 

St De 1a 

j - r 
Is © to 
t Li 

’ 

NF aS ; 
Oo Z 
t ~~ 

. it 

’ - 

ee 
’ 
- N 
4 
“_ ’ 
x 


M3527 





Be oD 


AND COMMERC! 


APPROPRIATION S, 1955 











1162 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


CONTRACTUAL COST FOR GRANT PROGRAMS 


The amounts in the column ‘‘contractual cost” in the preceding world and area 
summary tables were computed on the basis of established unit costs developed 
from experience factors of costs of programs in prior years. Contracts are made 
with private agencies and working fund agreements with various Government 
agencies to assist the Department in carrying out certain parts of the Educational 
Exchange Program. The amounts indicated below represent administrative costs 
incurred by these agencies in performing services for this program: 


1953 1954 1955 Agency 


Lecturers and research specialists | $127,825 | $138,420 | $132,120 | Conference Board of Associated Re- 


(unit cost $180), search Councils affiliated with 
National Academy of Science. 
Teachers (unit cost $210) - 148, 468 144, 270 144, 270 | U.S. Office of Education. 
Students (unit cost $190) 418, 571 428, 281 420,470 | Institute of International Education 
Foreign leaders (15 percent of | 144,308 142, 170 159, 621 |} Department of Labor, Governmental 
grant funds). | Affairs Institute, National Social 
Foreign specialists (15 percent of 4, 686 14, 551 26, 640 | Welfare Assembly, U. S. Office of 
grant funds) Education, etc. 


Total contractual costs 843, 858 867, 692 883, 121 | 


UNITED STATES MISSION COST 


The total of the amounts indicated under “‘ Mission cost’’ in the world and area 
summary tables are reimbursed to the United States Information Agency for 
services performed in carrying out educational exchange programs overseas. 
These costs were developed by USIA from reports received from USIS missions 
overseas as to that portion of work of the respective staffs and of administrative 
support services attributable to educational exchange programs. 

Overseas program expenses provide for man-years of American and local 
employees, hardship post differentials, living and quarters allowances, travel and 
transportation of Americans, and other related program expenses. Overseas 
administrative support services are handled by regular servicing elements of the 
Foreign Service, and estimate includes the pro rata share of United States mission 
expenses for the educational exchange program. The following table sets forth 
these costs for 1953, 1954, and 1955. 


1953 1954 1955 
Ameri- » Ameri- a Ameri- all 
om Local; Amount om Local) Amount on Local} Amount 
Overseas program ex- l 
penses 59 115 $712, 800 58.7 |114.5 $712, 400 61 121 $748, 100 
Overseas administra- 
tive support is 305, 343 4 300, 000 P 7 325, 000 
Total United 
States miuis- 
sion cost 1, 018, 143 1, 012, 400 1, 073, 100 


UNITED STATES EDUCATIONAL FOUNDATIONS AND COMMISSIONS 


The amounts indicated under ‘‘United States Educational Commission cost”’ 
in the world and area summary tables indicate by country the administrative 
expenses for operating costs of binational foundations and commissions established 
pursuant to the Fulbright Act (Public Law 584, 79th Cong., as amended). These 
expenses represent cost necessary to administer the program overseas under the 
Fulbright Act. All such expenses are paid in local currencies of the particular 
country in which the foundation or commission is located. 

The overall average of administrative costs for these binational foundations 
and commissions is approximately 8.5 percent (1953 and estimated for 1954 
when compared with the total annual foreign currency programs. The following 
table sets forth the total cost for the 1953, 1954, and 1955 fiscal years: 
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United States Educational Commission cost 


1953: 22 countries ! . $641, 34: 
1954: 22 countries . 687, 718 
1955: 21 countries 639, 515 


Ceylon and Sweden began first year programs at reduced annual levels and administrative cost was 
very small 


Domestic program expenses 


Increase or 





1953 1954 1955 decrease (—) 
= i 1955 over 
1954 
Personal services $1 $982, 417 $991, 351 $8, 934 
laxes and assessments 2, 500 2, 500 
Total 1, 006, 309 984, 917 993, 851 8, 934 
rravel, IES staff 26, 317 29, 120 20, 864 744 
Other contractual services | 
Interpreter service 100, 244 115, 262 115, 000 262 
Program assistance centers , 18, 950 | 39, 000 20, 050 
Clearinghouse of information on U. 8. Government | 
exchanges 5, 500 31, 932 31, 932 
Reception center activities 6, 440 7, 000 7, 000 
Entertainment 2, 703 1, 800 1, 800 “ 
Security investigations 7, 590 7, 130 7, 130 
Total é 122, 477 182, 074 201, 862 19, 788 
Grants, subsidies, and contributions 
Orientation and language refresher activities 10, 804 25, 238 25, 500 262 
Evaluation studies 60, 000 | 40, 000 40, 000 
Total 70, 804 65, 238 65, 500 262 
Total program services 1, 225, 907 1, 261, 349 1, 201, 077 | 29, 728 


International Educational Exchange Service, staff 


Increase (+-) or de- 
1953 1954 1955 crease ( , 1955 
over 1954 





— A mount — Amount Num Amount Num- Amount 
er er ber ber 
Office of the Director 6.0 $46, 945 6.0 $46, 945 6 $47, 570 $625 
Secretariat, Board of Foreign 
Scholarships 5.0 23, 640 5.0 24, 045 5 24, 455 410 
Administrative and manage 
ment staff 44.0 204, 615 190, 770 39 190, 360 —1.0 410 
Program development staff 27.0 155, 670 146, 010 25 148, 365 2, 355 
Leaders Division 23. 0 119, 190 119, 445 22 122, 370 2, 925 
Specialists Division 17.0 88, 870 84, 870 15 82, 205 —1.0 2, 665 
Professional Activities Divi- 
sion 24.0 122, 880 23. 0 116, 755 22 113, 520 1.0 3, 235 
Youth Activities Division 26.0 127, 150 25.0 124, 200 25 126, 620 2, 330 
Special Services Division 28.0 146, 345 28.0 146, 910 27 144, Y8O 1.0 1, 930 
lotal full-time per 
manent 200.0 |1, 035, 305 190.0 (1, 000, 040 186 (1, 000, 445 1.0 405 
Deduct lapse 9.1 46, 912 6.9 36, 213 } 27, 013 1.9 | 9, 200 
Net permanent 190. 9 9RS8, 393 183. 1 963, 827 isl 973, 432 2.1 9, 605 
WAE employment 784 1, 154 370 
Overtime and holiday pay 11, 288 13, 960 12, 917 —1, 043 
Pay in excess of 52 weeks 3, 974 3, 846 3, 848 2 
raxes and assessments 2, 654 2, 500 2, 500 


Total, personal serv- 
ices 1, 006, 309 984, 917 993, 851 8, 034 
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MISCELLANEOUS PERSONAL SERVICES 


The costs of these various items are predicated on the personal-service estimates 
for the staff and are at level consistent with those estimates. This represents a 
reduction over similar costs in fiscal year 1954. 


Travel 
Staff 
195: $26, 317 
1954 ws» 20,199 
1955 ‘ ; 29, 864 
Increase, 1955 over 1954 ; . 744 


rhe staff travel estimates are based on both domestic and foreign requirements. 
This Service has arranged contracts or working fund agreements with especially 
well qualified public and private organizations in the United States for the selec- 
tion and placement of grantees, and supervision of their program. In order to 
insure compliance with the terms of the contracts, it is necessary that the Service 
supervise the activities of these organizations, including auditing the accounts to 
ascertain if funds were properly disbursed. This requires consultations with 
officers of the agencies, university and college administrators, the campus foreign 
student advisers, and interviews with the grantees. The Service is contantly 
striving to enlist the assistance of universities, colleges, private organizations 
such as Rotary International, Kiwanis, women’s clubs, chambers of commerce, 
and similar public-spirited organizations to extend and improve the programs 
available to grantees. Such activities are best accomplished by visiting these 
organizations and public spirited citizens and discussing problems of mutual 
interest. In order to carry out such a program effectively, it is estimated that 80 
such trips at a cost of $13,933 will be required for the fiscal year. 

As a result of Reorganization Plan No. 8, the Department decided to make use 
of USIA overseas personnel in carrying out the overseas phase of the educational- 
exchange program, 

It is necessary to visit posts to supervise the overseas operations of the person- 
nel assigned by USIA to the educational-exchange function. Joint regional con- 
ferences of such personnel together with personnel from the binational founda- 
tions/commissions in the area are necessary to insure that the Overseas responsi- 
bilities are properly carried out and guidance provided to increase the effectiveness 
of these activities. The fiseal records and accounts of the binational founda- 
tions/commissions must be audited toascertainif the funds of the foundations/com- 
missions were properly disbursed. It is estimated that 6 such trips will be required 
at a cost of $15,931 for the fiscal year 


Other contractual services 


Interpreter service 


1953 _.... $100, 244 
1954 115, 262 
1955 115, 000 
Increase or decreas 1955 over 1954 4 — 262 


Incoming prominent persons often do not have sufficient English language 
facility in order to gain the greatest value of the visit. In these cases interpreters 
are provided to accompany the visitor on his tour in this country so that he can 
gain the most out of his visit. This service will be provided by the Division of 
Translating Services, Department of State The increase in 1954 is due to the 
increased number of leaders who require such service, particularly Italians and 
Japanese. The reduction in 1955 is attributable to the decreased program for 
this category 


Program assistance centers 


1954 ; ete . $18, 950 
1955 : _. 89, 000 
Increase or decrease 1955 over 1954 , scues Ry GO 


During 1953 and a portion of 1954, Foreign Service officers were detailed to 
three regional offices of the Institute of International Education to assist in pro- 
graming foreign leaders in the Chicago, Denver, and Los Angeles areas. The 
services of these officers can no longer be made available and the Department 
must pay for such services at approximately $13,000 at each regional office. The 
f | offices are vital to the carrying out of the foreign- 


se of these particular regional 





leader program 





rer 


or 
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Clearinghouse of information on United States Government exchanges 


1953 $5, 500 
1954 31, 932 
1955 : 31, 932 


This estimate is to continue a centralizing service for gathering, maintaining» 
and utilizing statistical records of persons entering or leaving the United States fot 
education and technical purposes under programs sponsored in whole or in part 


by the United States Government. The Bureau of the Budget placed the res- 
ponsibility in this service of estimating the full cost of participation by all Federal! 
agencies in this program. The program is carried out by the Office of Education 


under a working-fund agreement with the Department of State. The establish 
ment of this service is one of several recommendations of the Senate Committee 
of Foreign Relations (Subcommittee on Overseas Information Programs of the 
United States). 


teception center activities: 
1953 ¢ 


6, 440 

1954 7, 000 
1955 7, 000 
Four such centers are maintained at the principal ports of entry into the United 
States (New York, Miami, New Orleans, and San Francisco). Prominent per- 


sons from Overseas coming to this country on tours of observation and consul- 
tation are met at these points and programs developed to take advantage of the 
facilities in these areas. ‘The amount requested is to provide chartered transpor- 
tation, publications of interest for use in the centers and similar activities for the 
benefit of the visitors. 


Entertainment: 


1953 $2, 703 
1954 1, 800 
1955 1, 800 


Official recognition in the form of luncheons and receptions is tendered only 
to foreign visitors whose prominence in their own countries and influence on public 
opinion justify such hospitality by the Department in the light of their potential 
contribution to the objectives of this program. Out-of-pocket expenses incurred 
at the reception centers in meeting foreign nationals and providing for incidental 
expenses are also chargeable to the entertainment fund. 


Security investigations: 


1953 $7, 590 
1954 7, 130 
1955 7, 130 
Public Law 402 prescribes that employees assigned to duties under the act 
must have a full field investigation prior to entry on duty Based on a 16-percent 


turnover in personnel or 31 positions, and applying the unit cost of $230 per 
investigation, the amount estimated for such investigation is $7,130. 


Grants, subsidies, and contributions 


Orientation and language refresher activities 


1953 $10, 804 
1954 25, 238 
1955 25, 500 
Increase, 1955 over 1954 ; 262 


The American Language Center and the Washington International Center are 
operated through grants-in-aid made to two private nonprofit organizations 
Other Federal agencies participate in this program and bear their prorated share 
of the operating expenses as well as exchange programs under “Government in 
Occupied Areas, State.”’ 


Evaluation studies: 


1953 adel $60, 000 
1954 40, OOO 
1955 40, 000 
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The amount of $40,000 in both 1954 and 1955 is for the following types of 
evaluation contracts: 


| 1954 1955 
Census of influence on worldwide basis concerning activities of foreign 
grantees i $10, 000 $10, 000 
Intensive study of effect of program on former grantees to measure attitude 
changes é 15, 000 15, 000 
Analysis of articles published in foreign papers by former grantees partici- 
pating in the cooperative journalist project } 7, 000 
Comparison of effectiveness of orientation programs held at centers with those 
of grantees who lived with American families during their orientation period 8, 000 S 
Mail surveys among former grantees in countries where the program is small ee 10, 000 
Evaluating attitude scales of foreign students on arrival and on departure to 
measure change r hoccupabineawe pies 5, 000 
Total 6 . hence hibte 40, 000 40, 000 


Domestic administrative support 


1953 = nee : 1 $307, 101 
1954 ; ; : Bs . 283, 380 
1955 , Re. ! ar 283, 622 
Increase or decrease (—), 1955 over 1954_________ ae ieee : 242 


' The $307,101 indicated for 1953 represents the pro rata share of the entire domestic support service of 
the International] Information Administration, 


The amount requested herein is to cover the cost of domestic administrative 
support services to the International Educational Exchange Service. Work in 
connection with support services is handled by regular servicing elements of the 
Department of State. Cost factors used in the estimates for administrative 
support are developed and applied by the Department with respect to services 
rendered and supplies and equipment furnished. 

The request for 1955 is relatively the same as 1954 since it supports approxi- 
mately the same size program. The increase is chiefly accounted for by the 
payments for penalty mail. 

Pursuant to the provisions of Public Law 286, 83d Congress, which requires 
agencies to pay to the Post Office Department the equivalent amount of postage 
for penalty mailings, the estimates of $1,696 for 1954 and $1,938 for 1955 for the 
educational exchange program were prepared on the basis of utilization of penalty 
envelopes in 1953 (40,000 envelopes at 3 cents and 8,200 envelopes at 9 cents) 
Since the estimate for 1954 only covers the period from August 15, 1953, to 
June 30, 1954, it is slightly smaller than 1955. 


Summary of requirements 





Positions 1954 1955 
Office of the Legal Adviser s = 3 20, 560 20, 560 
Office of Finance acini ity 8 28, 655 28, 655 
Bureau of Security and Consular Affairs 
Personal services 8 35, 180 35, 180 
All other a 925 925 
Total 8 36, 105 36, 105 
Office of Personnel 2 9, 115 9, 115 
— = — a 
Office of Operating Facilities 
Personal services a of 134, 714 134, 714 
Payments for penalty mail : 1, 696 1, 938 
ll other i 52, 535 52, 535 
Total ‘ 34 188, 945 189, 187 
Total, domestic administrative support 55 283, 380 283, 6122 


U. S. Advisory Commission on Educational Exchange 


1953 wis bdigenth erally cb4. caiicetniatel etalelagds wits nnd eine, 6 brutes elie $25. 647 
1954 wWedoeeds ‘ bb sibheiee niin ast enone end painted ok pile 26, 765 
1955 5ibh0ed6b al whe 6ébenetetans dacatemwnkie 35, 261 


8, 496 
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The United States Advisory Commission on Educational Exchange was 
created in accordance with section 601, Public Law 402, 80th Congress to for- 
mulate and recommend to the Secretary of State policies and programs for the 
carrying out of the educational exchange provisions of that act. The members 
serve without compensation. Section 602 (h) of that act authorizes the Depart- 
ment to provide necessary assistance for the Commission. Accordingly a Secre- 
tariat was established to provide such services. This Secretariat informs the 
Commission members on program matters in order that the Commission may 
be able to appraise the effectiveness of the operation and make recommenda- 
tions to the Secretary of State and the Congress. The Secretariat also assists in 
the preparation of the quarterly reports of the Commission to the Secretary of 
State and the semiannual reports to Congress, which are required by Public 
Law 402; and maintains liaison between the Department and the Commission, and 
between the Commission and private groups and organizations working with it. 
It provides services at meetings of the Commission, which are held approximately 
every 2 months. 

Personal services 


Increase or 
1953 1954 1955 decrease ( 
1955 over 1954 


Num- Num- Num- Num.- | 
ber Amount ber | Amount ber Amount ber Amount 
Positions 6 | $34, 100 4.0 | $24, 305 5.0 | $27, 685 1.0 $3, 380 
Deduct lapse 2 11, 374 .3 1, 633 2 901 1 732 
Net permanent 4 22, 726 3.7 22, 672 4.8 26, 784 1.1 4,112 
Pay in excess of 52 weeks 131 93 107 } 14 
Total, personal serv- | 
ices (net) 22, 857 | 22, 765 | 26, 891 | 4, 126 


The work of the Secretariat consists of (a) identifying anticipated and existing 
policy problems and recommending appropriate action to the members of the 
Commission, (>) analyzing major policy and program trends to insure that the 
policies and programs of the Commission are consistent with major foreign policy 
decisions, (c) ascertaining attitudes toward the programs and recommending 
suitable action to the commission, (d) designing, developing and preparing reports 
required by Public Law 402, 80th Congress. Five persons are required to carry 
out properly these functions at a cost of $26,891. This is an increase of one posi- 
ion (GS—4 clerk-stenographer). This is required since reports to the Commission 
nembers, preparation of required reports to the Congress and the Secretary of 
State, gathering of information for the benefit of the Commission members and 
maintaining contact with more than 60 major organizations interested in the 
exchange of persons program cannot be effectively carried out with the existing 
staff. 

Travel 


1953 $2, 790 
1954 4, 000 
1955 8, 370 
Increase, 1955 over 1954 a te 4,370 


Domestic travel.—-Four regular meetings and two special meetings are contemplaled 
by the Commission for 1955. Two additional trips are provided for the chairman 
for consultation with Department officials Four trips are provided for visiting 
educational institutions and foundations in the interests of the program. This 
is a total of 36 trips at a cost of $4,519. 

Foreign travel.—It is necessary that the Commission obtain firsthand knowledge 
of operations in the field and analyze the potential effectiveness of the programs 
overseas. It is estimated that there will be 2 such trips made by the members of 
the Commission, 1 visiting Latin America and 1 the Far East, at a cost of $3,851. 
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A MENDMEN' 
INTERNATIONAL EDUCATIONAL ExcHanare Acriviri 


(House bill, p. 12 


House hearings, p. 235 
timate S15, OOO, OOO 
054 act consists of comparative transfer from “International 
information and educational activities’ 14. 965. 000 
House allowance (a reduction of $6,000,000 4, OOO, OOO 


AMENDMENT REQUESTED 


The Departmer t request the following amendment 

1) Page 13, line 6, strike out “$1,000” and insert ‘$1,800 

2) Page 13, line 13, strike out “$9,000,000, of which not less than $7,560,166 
shall be used to purchase foreign currencies or credits owed to or owned by tl 
Treasury of the United Stat and insert ‘$15,000,000, the estimate, or ar 

rease of $6,000,000 


EXTRACT FROM HOUSI REPORT . 6) 


Che bill includes $9,000,000 for the international educational exchange pr 
ram, This is a reduction of $6,000,000 in the budget estimate and $5,965,000 
below the amount appropriated for the ctrrrent fiscal year Of the amou 
allowed $7,560,166 shall be ised to purchase foreign credit from the United 
States Treasury rhe following table sets forth the ec 
credits to be used during fiscal year 1955 


intry and amount of 


4 scal 1 ) scal ye 
Australia $500, 000 | Netherlands 250, 000 
Belgium-Luxembourg 150, 000} New Zealand 115, 000 
Burma 200, 000) Norway 250, 000 
Ceylon 111, 000| Pakistan 250, 000 
Denmark 180, 000 | Philippines 200, 000 
Finland 250, 000 | Sweden 14, 500 
France 1, 000, 000 | Thailand 120, 000 
(jreece 100, 000} Union of South Africa 16, 666 
India 383, 000) United Kingdom 1, 000, 000 
Iraq 140, 000 
[taly 1, 000, 000 Total 7, 560, 166 
pAapan 1, 000, 000 


} 


It is to be noted that in addition to the amount allowed in this item, funds 

re provided for exchange programs in the appropriations for ‘Government in 

Occupied Areas, Germany and Austria,’ and the ‘Foreign Operations Admin 
tration.’ As a result of Publie Law 165 (265 , of the Sist Congress, the | nish 

hducational Exchan 
Under Publie Laws :‘ 





Act, $284,600 will be available for that program in 1955 
7 and 535 of the Sist Congress and Publie Law 165 of the 
S$2d Congress, for the purpose of assistance to stranded Chinese and Korean 

holars and students, $200,000 will be available in 1955 Under Public Law 48 
of the 82d Congress, the India Emergency Food Act of 1951, $318,008 will also 
be available for that program.” 








Vl PIFICATION 


Educational exchanges are one of the most effective means of influencing rapid! 
se foreign nationals who are responsible for the formulation of national poli 
ind public opinion in their countries. These exchanges are mutually desired 

ind beneficial to the United States, and the participating countrie ‘ 

The House allowance of $9 million, which is a reduction of $6 million from the 
budget estimate of $15 million submitted to the Congress will permit educational 
exchange programs in the countries listed in the report plus small student pro- 





rams in three other colonial countries in the British Commonwealth. These pro 
rams will be carried out under the authority of the Fulbright Aet (Public Law 
84, 79th Cong. The House action has the following effect on the program: 
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1. Inadequacy of funds for foreign-currency programs in 21 countries 

Foreign-currency programs (Public Law 584) cannot be adequately carried 
out in the 21 countries stipulated by the House committee report inasmuch as 
the allowance of $9 million does not provide sufficient dollar funds to supplement 
foreign-currency programs equivalent to $7,560,166. The dollar appropriation 
as provided by the House is not even adequate to cover administrative costs, 
much less to take care of travel costs, tuition, and other items for which dollar 
appropriations are required in connection with the exchange program. The cost 
is as follows: 





Foreign currencies $7, 560, 166 
Dollars for joint grants 1, 246, 680 
Contractual costs 640, 800 
Domestic staff (67 positions) 332, 360 
Other domestic expenses : 145, 000 

United States Advisory Commission on Educational Exchange 
(includes 2 positions) 14, 455 
Foreign Administrative Support 100, 000 
Total ‘ 10, 039, 461 
Appropriation according to House report 9, 000, 000 
Deficit 1, 039, 461 


In order to meet this deficit and to come within the $9 million, the $1,039,461 
would have to be applied against the dollars for joint grants thereby reducing 
that figure to $207,219. This would mean that approximately 500 foreign cur- 
rency grants could not be used because there would not be sufficient dollars to 
pay the stateside portions of them. 


2. The provisions of the Buenos Aires Convention for the exchange of students 
cannot be carried out 

Funds required (includes 2 positions), $124,875. 

This treaty provides for a small program of exchanges, but represents an 
international instrument of long standing, the abrogation of which would give 
the appearance of lack of desire on the part of the United States to continue 
cultural cooperation with the other American Republics. 

As pointed out in item 1, there will be insufficient dollar funds to carry out 
the foreign currency stipulated by the House committee report. Consequently, 
the program will be discontinued in the following 16 countries: 


Bolivia Dominican Republic Nicaragua 
Brazil Guatemala Panama 
Chile Haiti Paraguay 
Colombia Honduras Peru 
Costa Rica Mexico Venezuela 
Cuba 


8. Funds provided are not sufficient to pay for certain costs of administering the 
Finnish program (Public Law 265, 81st Cong.). Public Law 265 does not 
authorize the payment of administrative costs from its funds 

Funds required, $12,776. 

Expenditures for administrative and contractual costs to carry out the program 
authorized by Public Law 265 must be paid from annual appropriations. The 
necessary expenditures for the Finnish Public Law 584 foreign currency program 
are included under item 1, but there will be no dollar funds available for admin- 
istering the Finnish leader program and it will have to be discontinued. 


4. Funds are not provided for completing the 1954 leader program 

Funds required (includes 7 positions), $106,020. 

Many of the leader grants now being awarded will involve certain contractual 
expenses and some administrative costs chargeable to the 1955 fiscal-year funds 
in order to complete the program. Commitments have already been made to 
these important foreign leaders who will arrive in the United States during the 
latter part of fiscal year 1954 and during fiscal year 1955. 

5. Foreign leader and specialists programs would be eliminated in all countries and 
total programs would be eliminated in 46 countries 


There would be no dollar funds available for grants to foreign leaders and 
specialists in any country (see list below). Furthermore, all other Public Law 
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402 (80th Congress) programs would be eliminated in 46 countries 


asterisks). 


) 


71 


marked with 
The only programs which will remain will be reduced foreign currency 


programs in the countries not marked with asterisks (see explanation No. 1 above). 


American Republics: 
*Argentina 
*Bolivia 
* Brazil 
*Chile 
*Colombia 
*Costa Rica 
*Cuba 
*Dominican Republic 
*Ecuador 
*E] Salvador 
*Guatemala 
*Haiti 
*Honduras 
*Mexico 
*Nicaragua 
*Panama 
*Paraguay 
*Peru 
*Uruguay 
*Venezuela 

Europe: 

Australia 
Belgium-Luxembourg 
*Canada 

Denmark 

Finland 

France 

*Iceland 

Italy 

Netherlands 

New Zealand 
Norway 
*Portugal 
*Spain 

Sweden 

*Trieste 

Union of South Africa 





Europe—Continued 
United Kingdom 
*Yugoslavia 
Far East: 
Burma 
*Formosa 
*Hong Kong 
*Indochina 
*Indonesia 
Japan 
*Korea 
*Malaya 
*Pacific Trust; Territories 
Philippines 
Thailand 
Near East and Africa’ 
* Afghanistan 
*African Trust Territories 
* Belgian, Congo 
Ceylon 
“Egypt 
Gold Coast 
Greece 
India 
*Iran 
Iraq 
*Israel 
* Jordan 
Kenya 
*Lebanon 
* Morocco 
*Nepal 
Nigeria 
Pakistan 
*Syria 
*Tunisia 
*Turkey 


The elimination of foreign leader and specialist programs in these countries, 
many of which are critically important as bulwarks of the free world, would be a 
serious blow to our international relations, since they relate most directly to 
current United States foreign policy objectives. 

The value of the educational exchange program in our scheme of diplomatic 
relations with these countries is well known and the complete elimination in 46 
countries (marked with asterisk) of this important tool of diplomatic relations 
would be a grave mistake on the part of the United States Government. 


Foreign leaders and specialists in all countries ; $1, 160, 
Dollar programs in countries having no foreign currency program___ 1, 227, 
Contractual costs cea Z 183, 
Domestic staff (110 positions) - -_ - ‘3 616, 
United States Advisory Committee on Educational Exchange (in- 
cludes 3 positions) - - - --- is ached hbsis Soon dba ae wits <hr eocne pilek cath AA ERA ws 20, 
Other domestic expenses Sedamcmate onl aap Jot ‘ ees ins 399, 
United States mission cost_____.--- 4 aed alee a 973, 
arte Fe iad dtl, alenlictn rtp tices waidbimetiowiea-atensteie -. 4,581, 


6. All aid to American-sponsored schools in Latin America would be eliminated 


Funds required, $135,000. 


169 
304 
885 
756 
806 
848 
100 


868 


Dr. Milton Eisenhower recommended in his report on Latin America thatthe 


amount of this aid be increased to $175,000. 


The funds required would furnish 


professional aid and guidance to these schools, which enroll about 50,000 students 
annually, to maintain United States standards of teaching and administration 
and to reflect the ‘‘North American way.” 
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Deletion of limitation for the Pp irchase of foreign currency 


It is requested that the amount of $7,560,166 for the purchase of foreign cur- 
rencies or credits be deleted since this restriction does not permit the program 
flexibility needed to administer the educational exchange program. If any one 
of the countries indicated in the House committee report has a carryover of foreign 
currency funds from one year to the other, the Department may wish to have 
sufficient latitude to reduce the current year’s foreign currency funds since the 
annual program can be maintained without a full transfer. Then the savings may 


be used for dollar programs for priority projects which arise from time to time. 


8 Increas ng limitation for entertainment within the United States to $1,800 


The limitation recommended by the House will restriet entertainment mainlv 
» out-of-pocket expenses of reception center officers in New York, Miami, New 
Orleans, Washington, and San Francisco when meeting foreign grantees upon their 


entrv in the United States Official luncheons or rece ptions for recognition of 
listinguished leaders, principally those of Cabinet rank, cannot be given unless 
original limitation of $1,800 is restored 


INTERNATIONAL EDUCATIONAL EXCHANGE ACTIVITIES 


STATEMENT OF HON. J. W. FULBRIGHT, A UNITED STATES SENA- 
TOR FROM THE STATE OF ARKANSAS 


Senator Funsricat. Mr. Chairman, I appreciate very much being 


heard first. I can never permit this occasion to go by without at 
least saving a word with regard to this program, feeling considerable 
responsibility for it. You, of course, have representatives here who 


will go into the details of it and will testify as to the particular effects 
of the House action in reducing these appropriations 

I should like to confine my remarks to the effectiveness of the pro- 
vram as it is operated, primarily at least. I want to note, however, 
that of the $7,781,960 reduction below the budget estimate made by 
the House committee in the appropriation for the entire Department 
of State, the reduction in the exchange program will account for $6 
million out of the $7,700,000. There is nothing in the House com- 
mittee’s report to indicate why the exchange program was so drasti- 
cally reduced when practically everyone who has studied the program 
favored its expansion, as I will try to indicate a little later in my 
remarks 


RELATIONSHIP OF PROGRAMS UNDER EXISTING AUTHORITY 


The only indications as to the reason for the reduction are the nota- 
tions that there are other programs than these, and in this connection 
the report notes that the Foreign Operations Administration has 
funds for this purpose 

When Senator Mundt and I were members of the Hickenlooper 
committee we examined officials of the FOA on this point and were 
assured that there was no duplication in the activities of the two 
agencies in their programs of bringing foreign leaders and trainees 
into this country and in sending Americans abroad. If, however, 
there is duplication, and one program is to be cut because it overlaps 
another, it seems to me that program should be that of the Foreign 
Operations Administration. I am not advocating such a reduction, 
| am merely stating that the duplication, if any, is on the part of 
the FOA. 

Congress has specifically directed the State Department, by the 
Smith-Mundt and other acts, to carry on this activity, spelling out 


STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1173 


just what it was to do and how the program was to be administered 
Congress has not directed the FOA to carry on exchange programs. 
Its authority to do so is only incidental to its general purposes. As a 
matter of fact, Congress in the past has specifically denied FOA 
authority to engage in activities authorized by the Smith-Mundt Act 

I call your attention to section 418 of the Act for International 
Development, title IV of the Economic Cooperation Act for 1950 
Section 418, as used in this title, is: 

(a) The term ‘‘technical cooperation program’’ means a program for the inter 
change of technical knowledge and skills designed to contribute to the balances 
and integrated development of the economic resources and productive capacities 
of economically underdeveloped areas 
And I skip down to the middle of this paragraph, and I particularly 
call the committee's attention to this statement: 

The term ‘technical cooperation program’’ does not include such activities author- 
ized by the United States Information and Educational Exchange Act of 1948 
(62 Stat. 6) as are not primarily related to economic development. 

I think it is very clear that the Congress did not intend that this 
program should be carried on by FOA. If there is any encioachment 
it is clearly on the part of the FOA. It would seem very illogical to 
me, therefore, to reduce this item because funds are available for such 
a program for FOA when that program is not authorized by Congress 
and, in fact, is prohibited. If the FOA is encroaching upon this field 
its budget, rather than this item, should be reduced, and I think that 
is the decision for the committee to make. I am not, as I say, ad- 
vocating a reduction, but if that is a valid reason for this reduction I 
simply think the reduction should be in the FOA. 

| think there are 2 or 3 reasons | might mention, but which will 

come out a little later in my remarks, as to the relative efficiency of 
these 2 activities in addition to congressional authority. One out 
standing one is that the FOA’s exchange, such as it is—and I may say 
| am not well informed about it because I was, I would not say misled, 
but | certainly misunderstood what I was told when I was a member 
of the Hickenlooper committee about this ac tivity But if they are 
carrying it on as I now unofficially understand they are, it is not in 
connection with a well-established system of selection such as the 
hieadianal commissions set up under Public Law 584. And further- 
more the FOA, in my opinion, and I believe in the opinion of Congress, 
is a temporary activity designed primarily for economic improvement, 
and therefore there is no real reason to set up a permanent, long-term 
system of selection. 


EXCERPT OF PRESIDENT’S LETTER SUPPORTING EXCHANGE PROGRAM 


Now, Mr. Chairman, experts in the field of foreign relations who 
have given some attention to the exchange-of-persons programs have 
praised them and have recommended their expansion, and I want to 
quote a few statements—I do not have too many—but I would like to 
illustrate this point first by a quotation from a letter by President 
Kisenhower to the Institute of International Education dated October 
16, 1952, in which he said: 

I firmly believe that educational-exchange programs are an important step 
toward world peace. It is my personal hope that this activity so important in 
the future of the world will continue to expand in the coming year 
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This is only one instance of many in which the President has so 
expressed himself. He has said it in public speeches and in messages, 
but I think that is a typical one. 

Vice President Nixon, upon his return from his far-eastern trip 
last year, reported on the value of the programs and the need for 
their expansion. He has recommended that the pregrams be 
expanded. 

[ participated or was present in a meeting with some 15 Senators 
in which he went into great detail about this and volunteered the 
opinion that it was one of the most effective programs that we are 
carrying on, particularly in the Far East. 


SUPPORT OF INDEPENDENT RESEARCH ORGANIZATION 


Cabinet officials and member countries of the United Nations were 
surveyed by an independent research organization for Time magazine. 
This was entirely unconnected with any governmental activity, and 
the results of that survey disclosed that, among the media of informa- 
tion 


the largest vote was given to the exchange of students and visitors as the most 
effective means for increasing the flow of information between nations. 


Such exchanges were far out in the front on every continent. In fact, running 
throughout most of the questionnaires there was a constant theme that face-to-face 
contacts are the best way to gain greater understanding around the world. 


EXCERPT OF HICKENLOOPER COMMITTEE REPORT 


Again, the Hickenlooper committee conducted the most thorough 
study of the overseas information program of the United States ever 
undertaken by the Congress, and reported as follows: 


In comparative ratings of the various media it is generally conceded that the 
exchange-of-persons program under the Fulbright scholarship program is among 
the most effective instruments for the creation of mutual understanding and good 
will. 


That report, | may say, goes on to say this, on page 15: 


The strength of the exchange-of-persons program appears to stem from divers 
factors. The program enjoys a high prestige both at home and abroad and is 
therefore able to attract a voluntary participation of leading citizens. It is non- 
political and nonpropagandistic in character so that it is acceptable in all parts of 
the non-Communist world. More than any other part of the program, exchanges 
are a two-way undertaking to stimulate foreign participation. Exchanges often 
are, and may become, prominent in government, business, and professions, and 
their potential impact on the attitude toward this country is considerable. 


That committee recommended that these programs should be 
expanded. 
EXCERPT OF JUDD COMMITTEE REPORT 


A special study mission to southeast Asia and the Pacific, of the 
House of Representatives, composed of 3 Republicans and 1 Demo- 
crat, with Congressman Walter H. Judd as chairman, reported in 
January 1954, as follows: 

The exchange program has already demonstrated its value. The committee 
recommends that the program not only be continued but that it be expanded. 
The exchange-of-persons program represents one of the most successful efforts 
to infuse local leaders with American ideas and ideals. Its contraction would 

a serious setback to American prestige and American influence. 
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American Ambassadors overseas were polled by the Hickenlooper 
committee, and reported the exchange program to be the most 
effective of the various media. 


NEWSPAPER COMMENTS 


American newspapermen overseas were polled by their respective 
papers, and analysis of that poll states as follows: 

This has been a very effective activity, highly praised by most reporters, and 
the feeling prevailed that the program should be enlarged. 

Representatives of American religious and business groups operating 
abroad were polled, and a poll analysis states as follows: 


There is no substitute for person-to-person diplomacy. 
BROWNSON COMMITTEE SUPPORTS PROGRAM 


The House Subcommittee on International Operations of the Com- 
mittee on Government Operations, according to its chairman, Con- 
gressman Brownson, as a result of its inspection in the Far East will 
report favorably on the exchange programs and urge their expansion. 


LETTER FROM ADMIRAL RADFORD ON VALUE OF PROGRAM 


Mr. Chairman, recently I ran into, at a social gathering, Adm 
Arthur Radford, Chairman of the Joint Chiefs of Staff. In discussing 
the matter he told me he had written the chairman a letter on this 
subject, and if the chairman permits I would like to read two para 
graphs out of that letter into the record, with the chairman’s per 
mission 

Chairman BripGes. Yes, certainly 

Senator Futsricur. This is from Admiral Radford, and I quote 

I fully realize that the executive department having cognizance over the ad- 
ministration of the educational exchange programs is the Department of State 


However, | am writing to you in my individual capacity as a citizen to express 
nv eoneern over this 40 pe reent reduction by House action on the requ sted 


budget Because of my extensive travels in various parts of the world during 
the past several years, | have had a rather unique opportunity to observe the 
value of this program, and I consider it to be of utmost iportanet » the interest 


if the United States 
Under this educational exchange program whereby United States citizens are 


enabled to go abroad and those of other countri to come here, we have been 
laving a solid foundation for world peace Che exchange of ideas and the sharing 
of knowledge and skills contributes immeasurably to the mutual understanding 
hetwee! the peopl of the United States and the people of other countri Stro! 
ind everlasting ties are made by educational relatior The results of this pro 
rram are greater worldwide confidence and cooperation between the nations of 
the free world, an increasingly important facet of our ow1 curit 

At this time it is of even greater importance that we do not drastically reduce 
h educational exchange relationships, especially in view of the fact that th 
Communist countries are now expanding such activities 

The purpose of the program is sound Since its inception it has appealed to 
me as a realistic and practical way of promoting international understanding, and 
the overall results thus far have been gratifying However, | would like to mal 


one personal obs ‘ryvation 

He makes a further observation. It has nothing to do with this par 
ticular aspect; it relates only to the distribution of foreign students 
among smaller schools in this country 
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1 submit, Mr. Chairman, here is perhaps the most important man, 
next to his Commander in Chief, the President, at the head of our 
Military Establishment, and he certainly has great concern for the 
security of this country, and he voluntarily expresses himself on this 
program as being of extreme importance to the security of this country. 

There are many aspects in that connection, I may say, with regard 
to other activities entailing our security, which I think cannot be 
overemphasized, and I think it deserves the serious consideration of 
the committee. Simply because this aspect of it has often been 
underestimated, if not entirely overlooked, many people are inclined 
to think this is simply a long-haired educational project of interest 
only to former pene ssors. That happens not to be so. It is of 
equal importance to people concerned with the hard ae of military 
security for this coat and that is why I think it is well worth- 
while to give particular attention to Admiral Radford’ s statement. 

Mr. Chairman, I believe that is all I have. 


COMMENTS ON EFFECT OF HOUSE REDUCTION 


Senator SMITH of New Jersey. I would like to ask Senator Fulbright 
a question at this point. In this statement which we have showing 
the reductions by the House from the $15 million asked for to $9 
million allowed by the House, a reduction of $6 million, the statement 
shows that this would eliminate 

1) Entire program in all Latin American countries, 13 countries of the Near 
Eastern Africa, 7 countries in the Far East, and 6 countries in Europe; (2) leaders- 
specialists program in all countries; (3) exchange of students under the Buenos 
Aires Convention; (4) administrative funds to carry out the Finnish leader pro- 
gram; (5) administrative funds for carrying out 1954 leader program; (6) all aid 
to American sponsored schools in Latin America. 

Senator Fulbright, I assume you are familiar with this work in the 
different countries? 

Senator Futsrient. Yes. 

Senator Smirxa of New Jersey. I would like your comment on that 
elimination of this program in these areas and the work that we have 
been carrying on in the past. 

Senator FuLBricur. Senator Smith, I cannot overemphasize the 
importance of this cut. I was impressed a moment ago by a statement 
of the senior Senator from Louisiana that some of our best friends are 
being critical of us. 

What you have said here, I think, gives them good reason to be 
critical of us. 

At a time like this, if we have no more foresight than to cut our 
program such as you have mentioned in South America, particularly, 
and in these other countries, then I think we are lacking in judgment 
and maturity. 

This is a relatively small amount of money that we are dealing 
with here, $6 million out of the total budget of billions—the chairman 
knows what it is. As compared to the FOA budget, it is a small 
amount of money. And yet this is symbolic of our interest in these 
countries that you mentioned, South America, the Middle East, and 
others. They are ies countries which are particularly sensitive to 
this, in addition to the large countries. The smaller ones feel it more 
strongly, that we have no interest in them as people and have no in- 
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terest in their culture or their own advancement, and that the only 
interest we have in them is as bases for attack or as manpower for war. 
That is what a lot of their people think. This program has done 
more than any other program to offset that impression, and of course 
| think that impression is erroneous. I think this country has an 
interest in these people, only we have not done a very good job of 
showing it. 

I think this cut is a disastrous cut at this time in our history when 
we are involved in this struggle with the Communists for the al- 
legiance and understanding of the rest of the world. 


Does that answer your question, Senator? I may say that I would 
doubt that it would be of any benefit to the eee for me to go 
into the details because these people, such as Riley and the others 


from the Department, are prepared to tes hag the specific items the 
Senator mentioned. I have a copy of the report, and I could mention 
t, but I would do that on second-hand authority as compared to the 
people from the Department who actually made those reports and 
analyses. 

Senator Smira of New Jersey. You recall, Senator, that I have 
talked to you on a number of occasions about this subject when I 
participated with Senator Miundt in this so-called Smith-Mundt bill 
which covered the whole information program, It seemed to me at 
that time that the development of this exchange program was a very 
important item right in the middle of the whole picture. And my 
experience with Belgian relief with Mr. Hoover after World War | 
and what exchange has done in Belgium is another reason for my 
feeling we could go much more deeply than we do today in the 
international field of exchange of human relationships in this program. 


PRECEDENTS FOR CREATION OF PROGRAM 


Senator Futsricnt. I am glad the Senator mentioned Mr Hoover. 
| think it is entirely in order and proper to recall that after the First 
World War he was responsible for the creation of the Belgian-American 
Foundation which sponsored similar exchanges with Belgium. It 
was highly successful, the only criticism being that it was too small 
and confined to one country. It is exactly the same idea. It was 
one of the precedents. This and the Boxer indemnity program were 
the two principal precedents for the creation of these programs under 
the existing legislation, and I think that that ought to be good author- 
ity to the present administration and the majority party in the 
Senate to look with some favor on this program and not be too sus- 
picious of it, the fact that it has had and I believe, still has the 
approval of Mr. Hoover. 

Senator Smiru of New Jersey. In that connection, Mr. Chairman, 
I am not trying to be a witness here, but I am so much interested in this 
subject I w anted to add a few thoughts for the record. I might say 
for the record that we have estimated that in Belgian public life today 
60 percent of all men holding important positions, from the Prime 
Minister down, have been American-Belgian exchange students. 
The younger generation that has come up since World War I are the 
ones who today are holding the floor in Belgium and are the best mis- 
sionaries we have for Belgian-American relations. ‘To me it is an out- 
standing example of what can be done. 
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Senator Futsricur. The Senator is entirely correct. I agree com- 
pletely with that. There is a good example of what can be done be- 
cause there it is concentrated in that one program, and I think you can 
clearly see the connection between what now exists and the program 
the Senator mentioned. 


EVIDENCE OF PROGRAM EFFECTIVENESS 


Chairman Bripces. Senator, is this program of such a character in 
the existing cases that you know somewhat of the performance of the 
people afterward? 

Senator Fu_srient. Of course, the length of time is not sufficient. 
The first year was 1948, and I think there were 84 at that time. It 
has grown into a sizable program only during the last 3 or 4 years 
The first year was very small. I have an enormous amount of cor- 
respondence from people who have been in various parts of the world, 
both Americans and foreigners, which, if the committee had the time 
and was willing, I would be more than delighted to submit as evidence 
that it has already created a great impression upon these people. It 
has already had very beneficial effects, although we feel, as these 
people who have been here go back and become leaders in their com- 
munities, that influence will grow as the years go on. 

I have had this kind of remark that was very impressive to me, and 
I think if you will think about it that it is. I have had a very promi- 
nent Egyptian doctor who came here under one of these programs who 
was commenting, of course, about his own experience as being a very 
fine one. But even of more significance to me was his comment that 
in sending American professors or students to Egypt that we were 
thereby evidencing an interest in them that no important western 
country had ever evidenced before. In other words, that Americans 
were paying them the great compliment of showing an interest in their 
culture. And he, in his estimation, thought that was one of the best 
possible ways to create friendship and respect on the part of the 
Egyptians with this country. 

Those types of things are subtle. They cannot be measured i 
tangible things such as factories or guns or planes or airbases, but C 
the long-term good relations I think the »y do more than any thing. 

I have had many such expressions. The only reason | did not under- 
take to submit them is that I had respect for your time limitations. 
Many people have seen them, and I, of course, am always anxious to 
make them available to anyone who has an interest in that type of 
thing. But there certainly is a lot of evidence that it is already having 
quite an impact upon our relations. 

Senator Smiru of New Jersey. I would like to ask another question 
based on the fact that you yourself were one of the earlier Rhodes 
scholars to England. 

Senator FuLspricut. Not one of the earlier ones. It started in 1903. 
I was in 1925. 

Chairman Brinces. The committee will accept your correction. 

Senator Smrru of New Jersey. My question was this: Based on that 
observation that you were a Rhodes scholar and you personally got 
some of the feel of what it means to go to a foreign country and mingle 
with students from foreign countries and relations of this country with 


a temcDo es a0 osm 





m 


STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1179 


England growing out of that, that is of so much value to me to have 
people who have actually had the experience come and tell about it. 

Senator FuLsricnr. | “m sure that is true, ] lave seen it many 
places, | think one of the reasons why at long last the South has begun 
to be friendly with the North is the fact that many of our people go 
to school in the North, to Harvard and Princeton and go on. That has 
helped us to get over the very serious differences that we had in the 
1860’s, 

Now the big trouble with the Rhodes scholarship js that it is too 
small. While it has been Operating 50 years there are only 1,400 from 
the United States, and, of course, many of them have died at present 
so there are only a little over a thousand in a Nation of 160 million, 
which is too small to make an impression. But T have noticed how, 
in Canada, for example, which is a small country, many of their top 
People are products of that program. that is, who have had scholar 
ships in England. and I think it has enabled them to serve Canada 
much more effectively and to be highly competent government 
Officials, Some of their present top People were there. [pn fact, | 
met some of them while I was there at school 

But I suppose all you mean is that we stil] believe in education, that 
it is better to have some knowledge and “Xperience than not to have 
it. Not that | think education IS A Panacea. It isn’t. But it is 
helpful, 

Senator Surry (New Jersey), You have the human relationships, 
really 

Senator Fusricnur. That is right, 

Senator Surry (New Jersey), Just as much as the educational 
feature 


COMPARISON OF EXCH ANGE AND TOURISM PROGRAMS 


Senator Fuvsrignr, | think the program, too, is quite different 
from a Program of tourism, |] “im very doubtful that a Person who 
takes a 6-week tour of any country, especially this country, is likely 
to receive a favorable impression, * J think the Superficial character- 
istics of this country which one who rapidly moves over it would see 
are probably the Worst aspects of our life. You have to live among 
the people—TI think jt is true in most countries—to really get the feel 
of their values; I mean what they really think about and how they 
feel. When | 80 to one of our own big cities for a short trip I am 
always distressed by the difficulties of our civilization. In New York 

can never find a taxi or never get the right kind of a subway and 
So on. Those quick trips are very disillusioning. And I think that 
that is true with Americans who £0 abroad for quick trip. You 
have to go and spend enough time lo get acquainted with the real 
feelings and the sense of values of the People in the respective countries. 

Senator HickenLooppr. Mr. Chairman? 

hairman Brings, Senator Hickenlooper. 


IMPORTANCE OF EXCH ANGE PROGRAM 


Senator HickeNLooprr. I have had a lot to do with the activities 
m the information program, and some historical] connection with 
this Mundt program, and an interest in the Fulbright program. 
And while, for the Purposes of these hearings, | may be a member of 
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this committee, Mr. Chairman, I would like to testify in the nature 
of making a statement here. 

| think these programs are probably the best dollars that we can 
spend internationally. I have beea very much convinced, as a 
result of being in quite a number of countries where these are operating, 
that they are very much on the plus side. I mean they are extremely 
beneficial to the relationships of the countries. 

I think what you mentioned, Senator Fulbright, and what Senator 
Smith was talking about, concerning leade ship in foreign countries 
can be demonstrated in countries which have not nec essarily been the 
beneficiaries of this program, as well as the countries that have been. 
I know of a number of countries in South America, for instance, where 
the fact that many of their leaders in many of these countries have 
actually received their education in the United States has been one 
of the saving factors when the going gets a little rough in our relation- 
ships. They are not always of the best. But certainly that element 
is a very powerful thing, and you have found that, I take it, too. 

Senator Futsricat. Turkey is an outstanding example of the im- 
portance and significance of people who have had an education in the 
American school in Turkey, which is a similar experience. 

Senator HickenLooper. | think the schools in Turkey and Beirut 
and various other places have demonstrated a lot of leadership there 
which may not be fully American leadership but it is an understanding 
of American objectives and ideals which clears the atomosphere 
sometimes when we are accused of a great many things that are bad. 

I know you have testified at length here on your position, and I 
have not any particular questions to ask you, but I wanted to add 
my voice to this. Maybe I am prejudging the case, but I have had 
a little experience with it, and I say I earnestly hope these appro- 
priations can be restored and this program can go ahead. I think 
there were times when it was questionable, but I think that time has 
long since past. I think the proof is ample. 

Senator Futsricut. The thing I want the committee to do is to 
keep it in the proper perspective. You are dealing with a relatively 
small amount as compared to the overall. This is small. What I 
cannot understand is concentrating on this item with the implication 
that FOA is more efficient in this activity. I do not know the facts, 
but I think we could find out. I do not think it is. I do not think 
they had the participation of people in these countries which we have 
under the binational conventions, and I do not think that they can 
get the services that are anywhere near as low in cost as we can. We 
get people, taking, for example, our board of foreign scholarships, 
some of the outstanding people of thiscountry. There is the president 
of Purdue University. He does not get paid for that. He does not 
get $50 a day plus expenses. He does it because he thinks it is an 
important program. He comes down here time and again during the 
vear to give his services for nothing. And there is the president of 
Wellesley, and such people as that, the head of the department of 
history from Chie ago. All of those people give their services. In 
England, France and so on in those commissions it is the same story. 
That is why the program is administered as efficiently as it is and why 
it gets the enthusiastic cooperation of the various countries. 

Mr. Chairman, I overlooked just a few pages of my statement, 
that I would ask, if I may, be put at the end of my statement. 


i 
; 
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Chairman Bripces. That will be made a part of the record. 
(The statement referred to follows:) 


Mr. Chairman, the problem which we seek to meet through the exchange of 
persons program was never better defined than by President Eisenhower last 
Thursday when he said: “If this is not to be the age of atomic hysteria and 
horror, we must make it ihe age of international understanding and cooperative 
peace ng 

The approaches to this problem which seem to be most effective for our purposes 
are those which are less overt and blatant, less designed to overpower bv volume 
and repetition—which are more subtle, more designed to appeal to reason and 


to contribute to knowledge, understanding and identity of interest: and which 
therefore, take full cognizance of the individual characteristics of the country 
and the people concerned 

Exchanges of persons necessarily operate upon a personal basis, and upon a 
country-by-country basis. They are subtle, in that they do not seek to overpower 
or to indoctrinate, but rather to let the individual see for himself, and carr, is 
message of truth and knowledge to those with whom he comes in contact 

We suffer from appearing to be too much present physically, in terms of power 
overseas: and at the same time becoming increasingly distant and remote on the 
plane of common cultural and spiritual values lo many people we seem to 
stand for anticommunism and nothing more. We seem to betray a feverishnes 
and anxiety which raise doubts both as to our political and intellectual maturit 
our confidence in ourselves and our allies. The development of educational ar 


cultural projects and activities can well dispel these conceptions and increase the 
feeling of kinship and identity of interest between the United States and other 
countries of the free world, 

Chairman Bripeges. It would not be proper for the chairman and 
the members of the committee to prejudge a case, but the chairman of 
this committee has always been sympathetic to the general idea of 
the program, as you already know. 

Senator HickENLOopER. | apologize for 

Chairman Bripees. | was not criticizing you in any way. I was 
just expressing myself. The chairman does not want to announce a 
position. | want you to know that I am sympathetic to the approach. 

Senator HickKENLOOPER. | have been pretty well mixed up with this 
program for a number of years. I have some very definite ideas and 
I saw no reason to act coy about it because I am in favor of it 

Senator Futsrieut. Before the Senator came in | made reference 
to the study the Hickenlooper committee made. That was the most 
thorough and best study of this whole area of information, not only 
on this item but also the item that you were discussing just prior to 
this one, that has ever been made by the Congress. 

Chairman Bripées. | do not want you to think I had any reference 
to you. 

Senator HickENLOoPER. No. 

Senator ELLenprER. | would like to say this: | was not here to hear 
all of Senator Fulbright’s statement, but I believe the report that I 
made to this committee on my recent tour of Africa indicates that of 
all the programs abroad this is one of the most important. 

Chairman Bripa@gs. | think you did make that to the committee. 

Senator Futsrieutr. | am very glad to hear that. 

Chairman Bripeus. Next we will have the statement of Senator 
Karl Mundt of South Dakota. 
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STATEMENT OF HON. KARL E. MUNDT, A UNITED STATES SENATOR 
FROM THE STATE OF SOUTH DAKOTA 


EDUCATIONAL EXCHANGE PROGRAM 


Senator Munpr. You gentlemen are well aware of my interest in 
the educational exchange program. One of the reasons | feel very 
strongly that adequate funds should be appropriated for its continu- 
ance is the advantage it gives us in combating Communist lies about 
our country. Because we are convinced of the soundness of our way 
of life and the loyalty of our citizens we know that the foreign visitor 
who has first-hand contact with America and Americans will under- 
stand our true aims and be a convincing interpreter to his fellow 
countrymen. We know that the Soviets, despite their tremendous 
outlay of funds and luxury tours for foreign delegations, do not really 
dare to show the full picture of the paradise of the proletariat to the 
visitor from abroad. 

Let me cite a case in point. A European newspaperman who spent 
several months in this country under the exchange program was later 
invited to the 1953 Rumanian Youth Festival. He wrote articles 
for his paper on both trips. His articles about the United States 
pointed to our great achievements and potentialities and discussed 
sympathetically the problems which Americans have solved through 
democratic means. The overall picture he painted of us was of a 
vital and resourceful country, not without faults, but of a people with 
a great faith in their country and in their economy. By contrast, 
he pointed out that it was impossible to present any overall picture 
of life in Rumania “since one always has to be watched.” He dis- 
cussed the exchange of satellite living standards for Communist propa- 
ganda, and noted the showcase of plenty on the main streets with 
poverty behind them. He concluded that ‘‘the main concern of these 
regimes is to protect themselves from the penetration of concepts, 
ideas, and attitudes foreign to them.” 

The Communists are well aware of the effectiveness of our efforts. 
The bimonthly journal of the Finnish Communist Party in early 1953 
pointed out that the effect of Americanism on the younger generation 
of educated people was systematized when the educational exchange 
program with the United States was initiated. 

The recipient of a scholarship must pledge his word to return to Finland and it 
goes without saying that the influence of these persons who have been to America 
extends far and wide in their own circles. 

The article goes on to state that the purpose of all this is to subject 
Finland to as great a degree as possible to the power of the American 
imperialists. 

The people we bring here under the exchange program are among 
our strongest spokesmen in other countries in disproving common 
Communist myths about the United States. I remember an Indian 
editor I met here last year who, in his travels around the United 
States, was particularly impressed with the warm hospitality he 
received in my own State of South Dakota. Now back to his own 
country, he writes of the constant talks he is making in all parts of 
India. 

You may be interested to know that on the 22d of this month I am visiting 
4 cities and making 9 oe in a single day. That is how I have to work. 


And with the spirit that I brought from the States I am sure that I will be able to 
play my part in the game. I am very sure that India can fight illiteracy, starva- 
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tion and backwardness. I am certain that following the American method we 
will succeed and India will become the strongest citadel of democracy in the 
eastern world. 

The carefully selected Americans who go abroad under these pro- 
grams are also able to nail down distortions and lies about us. When 
I think of the people of my own State who are teaching in the Nether- 
lands, lecturing at folk schools in Denmark, studying as far away as 
Australia, or talking to the women of Germany about the role of 
American women in political affairs, I feel certain that the abstract 
picture of the imperialistic, warmongering American cannot help but 
be dissipated by the actual presence of these peaceful, friendly 
Americans. 

We can ill afford to lose the advantage that we have built up through 
the exchange program. We need every weapon in our arsenal to 
strengthen resistance to communism. 

Chairman Brings. Next we will hear the statement of Senator 
Edward J. Thye from Minnesota. 


STATEMENT OF HON. EDWARD J. THYE, A UNITED STATES SENA- 
TOR FROM THE STATE OF MINNESOTA 


EDUCATIONAL EXCHANGE PROGRAM 


Senator Tuyr. Continuing and strengthening of the educational 
exchange program is, in many respects, the most effective and far 
reaching, as well as least expensive, of all the projects designed to 
develop understanding between the United States and other nations 
and their people. 

Because we have such a high national stake in the effort to win the 
confidence and respect of our neighbors overseas, as well as to better 
understand them, Congress has passed several laws, such as the Smith- 
Mundt Act and the Fulbright Act, which authorize the Department 
of State to conduct a worldwide exchange program. This program 
has been authorized by Congress 
to promote a better understanding of the United States in other countries and to 
increase mutual understanding between the people of the United States and the 
people of other countries. ; 

More specifically—in consideration of this country’s role in world 
affairs—our Government seeks through this program to bring about 
greater worldwide confidence in, and cooperation with, the United 
States. It aims to further the realization among other peoples thai 
the motives, objectives, and policies of the United States Government 
and the American people are in harmony with their own aspirations 
for peace, progress, and freedom. Its objective is likewise to increase 
the knowledge of Americans concerning other countries and cultures 
Thus the major goal is to create a greater spirit of unity, hopefulness, 
and determination among free people everywhere. 

In seeking these goals the exchange program affords opportunity for 
person-to-person contacts between the people of the United States and 
those of foreign countries. The key persons carefully selected as 
participants premote the program’s objectives. At the same time 
they can satisfy their own aims and aspirations through such activities 
as study, teaching, lecturing, research, observation, consultation, o1 
the acquiring of specialized work experience 

During the fiscal year 1953, grants were awarded to more than 7,600 
persons involving exchanges with 72 countries of the free world. In 
addition to bringing nversons to the United States and sending them 
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abroad, grants were given to 370 carefully selected foreign youth in 
Europe and the Middle East to attend American-sponsored schools 
in those areas, and assistance in the form of cash grants or professional 
services, involving the expenditure of $132,250, was provided to over 
200 American-sponsored schools in the other American Republics, 

The total cost of the 1953 program to the United States Government 
was approximately $23 million. A substantial part of this sum, 
$9,061,000, was in foreign currencies. A major portion of the dollars 
used in this program is spent in the United States. 

Just as the State Department relies in large measure upon assistance 
from others in carrying out the Government’s exchange program, so 
does it, in turn, assist many groups and individuals, and foreign 
governments as well, in carrying out exchanges that will contribute 
significantly to the objectives of that program. Nearly 450 projects 
conducted under other auspices, meen over 3,400 exchanges, were 
thus facilitated during the 1953 fiseal yea 

Against this background of activities thet have been earning good- 
will and understanding for the United States, we are confronted with 
action already taken by the House of Representatives aiming to 
drastically cut the educational exchange program. The President’s 
budget called for $15 million for the next fiscal year. House action 
would reduce the requested budget to $9 million, of which $7% million 
is in foreign currency, there ‘by reducing the dollar appropriation 
approximately 80 percent. 

lf sustained by the Senate, this action would eliminate educational 
exchanges completely in 46 countries such as Egypt, Turkey, Korea, 
Iran, Formosa, Indonesia, Spain, and all of the American Republics, 
and would eliminate entirely the extremely important leader program 
in all countries. It would permit foreign currency programs in only 
21 countries but would not provide any funds for meeting stateside 
expenses of foreign grantees from those countries. It would cause 
the abrogation of the educational exchang provisions of the Buenos 
Aires Convention at a time when we can ill afford it. It would elimi- 
nate entirely the teacher education program with all other countries. 
It would provide no assistance to private educational exchange pro- 
grams. It would eliminate grants-in-aid to American-sponsored 
schools in Latin America 

Our endeavor in the educational exchange program has been so 
valuable in its results that it would be false economy indeed to under- 
take such curtailment by drying up the needed funds. To cut off 
educational exchange relationships with two-thirds of the important 
foreign countries just when Communist countries are extending and 
expanding such activities is little short of folly. We should take a 
good long look at this economy move aimed at curtailing activities 
which in no sense represent a giveaway program but are an invest- 
ment in good will and understanding. 

The educational exchange program has been described as— 


one of the best means devised for promotion of understanding between peoples 


It is an undertaking in the best and most enlightened American 
tradition. It is needed today more than ever before. 

The educational exchange program should be sustained and ex- 
panded not for idealistic reasons alone but as a matter of our self- 
interest for unless we can cement the unity of the free world with 


} 
. 


PML. 
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understanding we will lose that moral leadership which is just as 
important as military power and economic might 

Chairman Brivers. Next we will have the statement of Senator 
Homer Capehart from Indiana. 


STATEMENT OF HON. HOMER E. CAPEHART, A UNITED STATES 
SENATOR FROM THE STATE OF INDIANA, AND CHAIRMAN, 
FOREIGN RELATIONS SUBCOMMITTEE ON PUBLIC AFFAIRS 


EDUCATIONAL EXCHANGE PROGRAM 


Mr. Caprenarr. Mr. Chairman, | appreciate this opportunity to 
appear be fore your subcommittee in connection with its consideration 
of the item, “International educational exchange activities.”’ 

l urge you to restore the full amount of the budget request of $15 
million. 

I do not know of any other foreign policy program in which the 
benefits to the United States have been so great in proportion to cost 

The educational exchange program which is provided for by this 
item is really two programs—the Fulbright scholarship program, 
which is financed in large part by foreign currency credits resulting 
from surplus property disposal : and the Smith-Mundt program for 
leaders and specialists, which is financed by dollar funds 

The budget item of $15 million is made up of three main parts 

The largest is the equivalent of $7.5 million in foreign currencies 
for the Fulbright program. It is important to understand that 
although these particular currencies belong to the United States 
we do not have uncontrolled use of them. Their expenditure i 
governed by agreements with the 21 countries where they exist, and 
they can be spent only in accordance with those agreements. 

The Fulbright program cannot be entirely carried on with foreign 
currencies, however, and the second part of the $15 million total 
the budget is an item of approximately $3 million for the dollar costs 
of the Fulbright program. 

The third part of the budget is made up of approximately $4.5 
million for the Smith-Mundt program. 

The House appropriated the full $7.5 million requested in foreign 
currencies for the Fulbright program, and 1.5 million in dollars 

This will provide for only about one-half of the amount which is 
necessary for the dollar costs of the Fulbright program. It leav: 
nothing at all for the Smith-Mundt program. 

Thus, the full magnitude of the House cut does not appear from 
the simple reduction of $15 million to $9 million, though even this is 
40 percent. But the reduction in the size and efficacy of the pro 
gram would be far more than 40 percent. It is not the kind of reduc- 
tion which could be spread proportionately throughout the program 

[t would totally eliminate 46 countries from the program, including 
all of Latin America. 

In Europe, it would knock out such countries as Spain and Portugal, 
where we have no surplus property credits and therefore no Fulbright 
program. 

In the Middle East, it would knock out such countries as Egypt 
Iran, Israel, Jordan, Syria, and Turkey. 

In the Far East, it would knock out Formosa, Indochina, and Korea, 
among others. 

45431—54—-pt. 2-——4 
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It would, in short, completely deprive the American Government 
of this instrument of building goodwill in some of the very countries 
where the need is greatest. 

The cut would have a disproportionate effect in other ways, too. 
I think it is sometimes not fully realized that the United States 
Government-sponsored educational exchange programs are only a 
minor fraction of the total programs of this kind. Private organiza- 
tions account for the bulk of them. A great many of these private 
programs, however, are dependent on a very small contribution from 
the Government. If this contribution is not forthcoming, the private 
programs will also be curtailed. 

In my view, Mr. Chairman, it is extremely important that these 
private programs be encouraged. We should make every effort to 
see to it that foreign exchangees are exposed to our marvelous private 
enterprise system in the United States and that they do not get the 
impression of an all-pervading government. 

Mr. Chairman, it is important to remember why we undertake this 
educational exchange program at all. We do not do it out of a desire 
to educate the underprivileged of the world. We do it out of a desire 
to make friends for the United States among important, influential 
persons in foreign countries. ‘The educational exchange program 
makes it possible for these people to come to the United States and 
stay for a few months or a year or two. They live among us and get 
to know our people and our country. The evidence is overwhelming 
that when they return to their native lands, they are firm friends of 


the United States. And more important, they are in a position to do 
something about it. They are leaders, people with influence, people 
who are listened to with respect. After they have been to the United 


States and seen it for themselves, they recognize the grotesque dis- 
tortions in Communist anti-American propaganda. 

The Russians understand this process. They operate very large 
programs under which foreigners are given conducted tours of the 
Soviet Union and returned to their homelands where they spout the 
Moscow line. I hope we will not leave this cultural field open to 
communism by default. 

In Latin America, I have seen for myself something of what both 
the Russians and ourselves are doing in this field. We can beat 
them at it hands down if we only try. 

The educational exchange program works also in reverse. It makes 
it possible for carefully selected Americans to go abroad and live for 
a time among the people of foreign countries. In this way, also, the 
program enables foreigners to learn for themselves what Americans 
are like. 

Mr. Chairman, let us put this in perspective. The budget for fiscal 
1955 is for $65.6 billion. That can and will be reduced, and I will 
vote to reduce it. But this item for “International educational ex- 
change activities’ is $15 million and we are talking about restoring a 
cut in it of $6 million. I repeat, $6 million. That is less than one 
ten-thousandth of the budget, less than one one-hundredth of | 
percent. 

Surely, Mr. Chairman, when one considers the benefits which we 
would gain from spending that $6 million, and the benefits which we 
would lose from not spending it, the attempt to save it appears to be 


ies 
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the falsest kind of economy. I have seen some fantastically silly waste 
of Government money since I have been in the Senate, and you gentle- 
men on the Appropriations Committee have probably seen even more 
But this is an equally foolish saving. 

Let me give just one dramatic example of how we can gain so much 
from so little in these programs. In Latin America there are some 
thing more than 200 American schools with budgets totalling around 
$7 million. The United States Government contributes to those 
budgets only $135,000—or we will contribute it if the House cut is 
restored. This gives us a marvelous opportunity to make friends for 
the future. 

The budget request for $15 million is not out of line with past 
appropriations. ‘The appropriation for last year was $14,965,000, and 
for the 3 years prior to that, it varied from $15.1 to $15.8 million. 

In closing, Mr. ¢ ‘hairman, | again urge as strongly as | can that 
the full amount of the budget request be restored. 


LETTER ON EXCHANGE PROGRAM 


Chairman Brinvers. At this point I want to insert in the record, 
at the request of Senator Clements of Kentucky, a letter received 
from Louis Smith, dean of Berea College, Berea, Ky. 

(The letter referred to follows: ) 


BeEREA COLLEGE, 
Rerea, Ky.. March 28, 1954 
Senator EARLE CLEMENTS, 
Senate Office Building, 
Washington, D. C 


DEAR SENATOR CLEMENTS: The action of the House in cutting $6 million from 
the $15 million needed by the Department of State for its national exchange ac 
tivities for the fiscal vear 1955, seems a shortsighted action | believe it will 
almost destroy one of our best international programs at a time when we are still 
in dire need of making friends in critical areas of the world 

During the past several vears, numbers of foreign educators have come to the 
Berea College campus. Many of these have been supported by the international 
education exchange program 

In talking with these people, I have been impressed by the substantial good will 


created for the United States by this program Also, | am confident that a great 
many of these individuals have found much in the United States which will help 
them in the upbuilding of their own countries. Strategically placed educators 


who are friendly toward the United States and understand its democratic educa 
tional principles, will for vears to come provide sources of continuing friendship 
for this country. 


What I am saying is not based on mere hearsay I have come to know a good 
many of these foreign visitors and I have followed the work of some of them after 
they have returned to their own countries What I have seen has demonstrated 


bevond doubt the enduring value of this exchange program. In my files there ars 
a good many letters from these visitors which speak of the worth of this American 
experience to them and give evidence of their friendly attitude toward the United 
States 

There is no place where the expenditure of a relatively small amount of money 
can accomplish so much for the improvement of life in underdeveloped countries 
and in promoting good will for America than in this educational exchange program 
[ urge you to give it strong support in the Senate and to do what you can to have 
the funds which were cut out by the House restored for the coming fiscal year 

Very sincerely yours, 
Louis SMITH, 
Dean of Berea College 
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LETTER FROM UNIVERSITY OF MINNESOTA ON EXCHANGE PROGRAM 


Chairman Brinces. At this point, at the request of Senator Thye 
of Minnesota, I would like to put in a letter from the University of 
Minnesota 

The letter referred to follows 


UNIVERSITY OF MINNESOTA, 
ALL-UNIVERSITY CONGRESS, 
Minneapolis 14, Minn., April 7, 1954. 
Senator Epwarp J. Tuyen, 
senate Office Building, Washington, D. C 


Dear Senator Tuye: The All-University Congre the student governing 
organization representing 19,000 students at the University of Minnesota, recom- 
mends by unanimous vote that the Senate Appropriations Committee support 
the “1955 appropriation bill for international educational exchange activities’ 
as conducted by the State Department. Frankly, we are quite alarmed by the 
House of Representatives’ cut in the recommended budget 

We have learned first-hand in this university community the value of inter- 
national exchange programs We have over 700 foreign students on this campus 
from many different countries. Right now, we are spending $1,200 per year in 
support of a student exchange program with the Free University of Berlin—a 
very valuable and successful program. This expenditure is approximately 10 
percent of our budget Is there a better way, Mr. Thye, to promote international 
understanding, so sorely needed today, than promoting understanding through 
real friendship that is made possible through such exchange programs? Actually, 
we have been under the assumption that this type of program would be expanded, 
not contracted Its value is recognized here at the University—you might say 
“taken for granted’’. In line with the House’s action, this assumption was a 
sad mistake, wasn’t it? 

We hope, Mr. Thye, that you will present this letter to the committee as a 
petition by 19,000 students for support of the original appropriation as presented 


’ 


by the State Department for international educational exchange activities 
We hope, also, that you will present the enclosed list of effects of the House cut 
for the committee’s serious consideration. If there is criticism of the way such 


activities are conducted, cutting the budget is certainly no way to improve them. 
We urge you and the Senate Appropriations Committee to support the original 
appropriations, 
pince rely, 
Larry Samira, 
President, All-University Congress. 


LETTER FROM NATIONAL CATHOLIC WELFARE CONFERENCE ON 
EXCHANGE PROGRAM 


Chairman BripGes. I would also like to have inserted in the record 
at this point a letter from the National Catholic Welfare Conference. 
The letter referred to follows: ) 


NATIONAL CATHOLIC WELFARE CONFERENCE, 
DEPARTMENT OF EDUCATION, 
Washington, dD. ¢ Ss April 14, 1964. 
Hon. Sryves Bripe! 
Chairman, Senate Anpropriations Committee, 
, Senate O flice Building, Wash ngton D. Cc. 
DEAR SENATOR Bripoes: As director of the department of education of the 
Nationa! Catholic Welfare Conference I wish to recommend that the Senate Com- 
mittee on Appropriations approve the full budget requested by the President for 








the internationa! exchange-of-persons program during the next fiscal year. May 
I ask that this letter be included in the record of the public hearings on this 
inect 
The inherent value of this program seems to be beyond controversy It is 


based upon the commonsense idea that a powerful nation like ours needs good 





friends abroad who will defend our good name, intelligently interpret our foreign 
policies, and expose the falsity of the anti-American propaganda so widely circu- 
lated in some parts of the world. This kind of friendship generally is developed 


MRETATRe ncdicskis Sens, 
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when distinguished government officials, professional people, leaders in all walks 
of life, and students come here as our guests for a few months, enjoy our hos- 
pitality, meet our people, learn about our ideals and aspirations, understand our 
defects, observe anything they want to see, and return home convinced that the 
United States is a friendly nation truly interested in international peac« 


This has been our experience in the offiee whieh | direct During the past 
5 years our offiee has directiy and indirectly sponsored almost 500 visitors from 
abroad. We have found that with very few exceptions our guests have left us 


as reliable friends who even without our bidding would defend our reputation for 
decency and integrity against those who charge us with insidious ambitions to 
conquer the world 

The merits of this program have been officially acknowledged in such basic 
laws as the Smith-Mundt and Fulbright Acts; it has been endorsed by the highest 
officials of our land; it has been widely acclaimed in the press and has won enthusi 
astic support from a great many nongovernmental organizations, as the record of 
the hearings probably will show Chis whole program is so much in the spirit of 
American friendliness and hospitality that | should think most Americans would 
be distressed to have it drastically curtailed because of a deep cut in the appro 
priation for its effective administration 

An expenditure of $15 million to win friends is modest indeed in comparison 
with many millions spent for weapons to fight our enemies. At this particular 
time when the Kremlin is concentrating its ideological forces in a last-ditch effort 
to alienate our friends, it would seem most unwise for us to reduce our program 
for international friendship. This is not the time to announce to the world that 
now we are less interested in having guests from abroad than we were a year ago 

Drastic reductions in the budget for this program should not be computed 
solely in terms of the Government’s expenditures. During the past few years 
nongovernmental agencies, stimulated into action by small governmental grants, 
have matched the Government’s expenditures on at least a dollar-for-dollar basis 
ither in cash or in contributed service. Because of the very nature of the 
relationship between the Government and voluntary agencies in this field, reduc- 
tions in the Government’s expenditure will result in similar reductions by many 
nongovernmental agencies An example may illustrate this point Most 
universities are willing to offer tuition scholarships with a cash value of six 
hundred to one thousand dollars to students who can obtain Government help 
for travel and maintenance. Cutting off Government aid for this purpose will 
mean that the scholarships will not be used. The House’s $6 million cut, there- 
fore, is much deeper than this figure alone implies Restoring the six million 
actually will mean a restoration of twice or more that amount to the whole 
program 

1 am grateful for the opportunity to present these view 

Sincerely yours, 
FreperRick G. Hocuwatr, 
Director, Department of Education 


LETTER FROM THE CATHOLIC ASSOCIATION FOR INTERNATIONAL PEACI 
ON EXCHANGE PROGRAM 


Chairman Bripees. There will also go into the record at this point 
a letter from the Catholic Association for International Peace. 
The letter referred to follows: 


THe Carnoric ASSOCIATION FOR INTERNATIONAL PEACE, 
Washington, D. C.. ipral 14, 1954 
Hon. Stytes Bripaes, 
Senate Office Building, 
Washington, D. ¢ 


Dear SENATOR Brivers: The enclosed statement by the education committer 
f the Catholic Association for International Peace on American international 
exchange programs has alreadv been brought to vour attention In view of the 
seriousness Of the matter, however, the association would like to have this state- 
ment inserted at the proper place in the Senate hearings on the State Department 
appropriations covering the exchange programs, so tha 
will be a matter of publie record 

Thanking you for vour kind consideration, I am 

Sincerely yours 





t its views on the issue 


RaymMonp |] McCoy, President 
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INTERNATIONAL UNDERSTANDING THROUGH EDUCATIONAL EXCHANGE 
STATEMENT OF THE COMMITTEE ON EDUCATION 


One of the oldest and most basic means of fostering real understanding and 
peaceful relations among nations and peoples is by the exchange of goods— 
material, moral, and intellectual. An even more effective means of cultural 
exchange has been developed today—that of exchanging persons between countries 
in highly organized programs for study, teaching, research, and observation 
It is to the credit of the United States Government that it has developed such 
programs in recent vears, particularly under such public laws as the Smith-Mundt 
Act and the Fulbright Act. Through relatively small appropriations and the use 
of local currencies in other countries, thousands of foreign leaders and students 
were able to visit America for educational purposes. 

Under the various United States educational exchange programs operating in 
1953, for instance, more than 7,500 persons received grants and 72 countries of the 
free world cooperated. Assistance was also extended for scholarships and aid to 
(American-sponsored schools in Europe, the Middle East, and Latin America. 
Total cost was approximately $23 million. Those who participated in the 1953 
program include: 

One hundred and twenty-four American specialists who went abroad for periods 
of 3 to 6 months as consultants at the invitation of foreign governments or 
private groups or to lecture before general audiences on topics of current interest; 

Two hundred and eightv-three American teachers in elementary or secondary 
schools who taught for a vear in foreign schools; 

Nine hundred and eighty-six American graduate students and younger profes- 
sional people selected for a year of study in foreign universities; 

Four hundred and fifteen American professors and professional scholars who 
spent 6 months to a year teaching, lecturing, or doing research in foreign univer- 
sities; 

Twenty foreign specialists who came to the United States for periods of 3 
months to a year for observations and training and to acquire actual work 
experience ; 

Five hundred and forty-one foreign teachers and school administrators who 
came to the United States for a year of teaching in elementary or secondary 
schools or for 6 months of specialized study and observation of teaching methods; 

Two thousand four hundred and eighty-eight foreign students and: younger 
professional people selected for a year of study in American colleges and univer- 
sities; 

Four hundred and thirty-four German and Austrian teen-agers who spent a 
vear in the United States, living with American families and attending local 
schools; 

One thousand three hundred and twenty-seven foreign leaders of thought and 
opinion who came to the United States for visits of approximately 3 months to 
consult with professional colleagues, to observe developments in their field, and 
to become acquainted with the contemporary American scene; 

Five hundred and seventy-three Chinese and 32 Korean students and advanced 
scholars who were enabled to complete their educational objectives in the United 
states; 

Five hundred and three foreign professors and scholars who came to the United 
States for 6 months to a year to teach, lecture or to do research in American 
universities: 

Three hundred and seventy foreign younger people selected to attend American 
institutions abroad. 

This indicates a program of remarkable scope and vitality. Evidence shows 
that its results are on the whole very gratifying in the cause of world peace and 
cultural friendship. 

Speaking of the importance of visiting foreign countries and studying their 
cultures, Pope Pius XII said recently, ‘‘One sees, feels, and observes. Many 
things in nature, in art. in regional customs or local traditions which, at first 
sight, may have seemed strange, not to say irritating or ridiculous, appear merely 
different and often indeed quite understandable, and at times very wise. Their 
views and interest are appreciated, and thus people come to be judged with ever 
greater justice and, in general, with greater forbearance and goodness, fruits of 
a better mutual understanding. In practice, it brings about a happy adjustment 
not only between individuals but also between nations, classes, and parties.”’ 

In discussing the international role of education and of the universities of the 
world, the Holy Father also said recently, “In order to maintain themselves free 
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of harmful particularizations, it is necessary to multiply the contacts between 
teachers and students of the various countries, to develop, by the study of lan 
guages and by useful collaboration, the appreciation of the intellectual riches 
proper to each: it is thus that people, far from becoming involved in competition 
and opposition to one another, will rather delight in supplying their reciprocal 
deficiencies.”’ 

Both of these worthy aims, exchanges and education, so necessary to world 
peace, are well served by the educational exchange programs authorized by the 
United States Congress. 

The recent action by the United States House of Representatives slashing $6 
million from the original appropriation of $15 million requested for these activities 
has very serious consequences, particularly in view of the responsibilities of the 
United States today toward world peace. This drastic cut would not only wipe 
out many important administrative parts necessary to the entire operation, but it 
would eliminate the exchange program completely in 46 countries and the foreign 
leader exchange program in all 61 countries where it now operates 

The Committee on Education of the Catholic Association for International 
Peace believes that these programs should be continued and that they should 
receive the full financial and moral support necessary for their fruitful operation 
Consequently, we urge that funds for these programs be restored by the Congress 
Although we must all recognize the need for economy today, it would not seem 
prudent to cripple a very elementary program that obviously produces so much 
international good will for so little cost 


Chairman Bripces. Now we have just a few more minutes, and if 
you gentlemen wish we will start the testimony. 


INTERNATIONAL EDUCATIONAL EXCHANGE ACTIVITIES 


STATEMENT OF JOSEPH B. PHILLIPS, DEPUTY ASSISTANT SECRE- 
TARY OF STATE FOR PUBLIC AFFAIRS, ACCOMPANIED BY 
RUSSELL L. RILEY, DIRECTOR, INTERNATIONAL EXCHANGE 
SERVICE; FRANCIS J. COLLIGAN, DEPUTY DIRECTOR; AND 
CHARLES F. HAWKINS, BUDGET AND FISCAL OFFICER 


PREPARED STATEMENT 


Mr. Puiuuips. I am Joseph B. Phillips, Deputy Assistant Secretary 
for Public Affairs. Mr. McCardle, Assistant Secretary, is with the 
Secretary in Geneva at the moment. He asked me to express his 
regrets that he cannot be here, and also to offer you a brief statement. 

Chairman Bripces. That will be received and made a part of the 
record, 

(The statement referred to follows:) 


PRINCIPAL W'TNESS STATEMENT OF THE ASSISTANT SECRETARY FOR PUBLIC 
AFFATRS IN SUPPORT OF INTERNATIONAL EDUCATIONAL EXCHANGE ACTIVITIES, 
Fiscat Yrar 1955 


The educational exchange program is part of my responsibilities as Assistant 
Secretary of State for Public Affairs. It has become, over the past 15 years, an 
integral and very necessary part of our overseas public relations 

In this budget for 1955 we are asking for a total of $15 million to support this 
program. This amount provides the dollars required to carry out the total 
Smith-Mundt program, as well as the dollars for the purchase of surplus property 
credits to meet the foreign currericy needs: of the Fulbright program. This 
money will finance 4,515 exchanges with 70 countries 

These exchanges are in a very real sense leadership scholarships. A large part 
of our selection process is designed to find those people who have access to groups 
forming publie opinion in their countries. This may turn out to be a trade union 
official, the editor of an influential paper or a local government official whom we 
bring over to observe our way of life and consult with Americans in his line of 
work. Or it may be a superintendent of schools who wants to get information 
about how we teach vocational education, or a civil engineer who can benefit 
from a year’s study in this country. 
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The Americans we send abroad are chosen with equal care and with the same 
emphasis in mind. They are forging links for us with important groups overseas. 
$y sharing our knowledge they demonstrate the genuineness of our desire to 
cooperate with other countries. In return they are increasing our knowledge and 
understanding of the problems and values of other people 

Also included in this budget is the amount of $135,000 for aid to American- 
sponsored schools in the other American Republics. These schools enroll about 
50,000 students each vear. The aid we provide enables them to learn and to 
maintain our standards of teaching and administration. 

\fter a year’s experience with this program, I am convinced that it is building 
confidence in us and exploding Soviet myths about us. Everywhere in the free 
world these people are carrying home our story to their fellow countrymen 
These firsthand accounts are giving millions of people a view of us through the 


eyes of their own people 
TI onpropagandistic approach also breaks down suspicion about the Ameri- 
cans we send overseas It makes the work these people do doubly effective. One 


far easterner put it this way 
‘The one positive and solid gain, therefore, of the plan of sending representa- 
ves of vour country to live and work in our midst has been to destroy, in a 
great measure, the common lie with all its mischievous implications that our 


country is being used as a ground for American propaganda.’ 

Personal contact with Americans is helping our friends abroad to find ways to 
help themselves. Korean teachers are today improving their schools by putting 
into practice what they have learned from American educators. As one teacher 
wrote: ‘‘You have given us confidence and courage to continue the greatest task 
in Korea.”’ In India, the editor of the Urdu language paper has made speaking 


tours up and down the whole country telling people about the working of democ- 
racy in the United States and about the future of India if they follow the same 
path 

These examples of what the exchange program can and is doing have been 
substantiated by careful scientific surveys of its effectiveness. Other objective 
testimony on the effectiveness of the exchange program and the need for its 
expansion has appeared in comments by the Vice President on his far-eastern 
tour, in Dr. Milton Eisenhower’s report on Latin America, and in the report 
of the Senate subcommittee headed by Senator Hickenlooper. 

In view of these facts, plus the daily accounts of increased Soviet activity in 
this field, I hope the Congress will restore the 40 percent reduction which the 
House has made in this program. The crippling effeets of this cut have already 
been presented to you in the Department’s official request for restoration. 

I have with me the Director of the International Educational Exchange Service, 
Mr. Russell Riley, and his Deputy, Mr. Francis Colligan, who will present the 


detail of these estimates 
PREPARED STATEMENT 


Chairman Bripces. Very well, Mr. Riley, you may proceed 

Mr. Ritey. Thank you, Mr. Chairman, I have a prepared state- 
ment which I would like to have permission to put in the record. 

Chairman Bringes. It will be received and put in the record. 

(The statement referred to follows:) 


STATEMENT OF THE Drrector, INTERNATIONAL EDUCATIONAL EXCHANGE SERV- 
ick, IN Support or INTERNATIONAL EpcUATIONAL EXCHANGE ACTIVITIES, 


Mr. Chairman, it is a pleasure to present the estimates for the international 
ducational exchange activities of the Department of State—a program dedicated 
hening our international relations by building genuine understanding 


trengt 


i i mutual re spect hetween oursel ve S al d the pe onples of othe r countries, This 
foundation is being laid by person-to-person contact in connection with projects 
of benefit to us and to each of the other participating nations. I am grateful 


for the opportunity to review with you in some detail certain aspects of the pro- 
im which, because of their complexity, have apparently raised questions in the 

t ds of many of our frie nds in Congress 

estimate of $15 million requested by the Department of State for 

change activities in 1955 is based primarily on what our posts abroad consider 
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the minimum necessary to do an effective job Cheir plans were geared to out 
specific objectives in each country, centering on the most important opinion 
making groups which could be affected through these exchanges We reviewed 


these estimates with the geographic desk officers in the Department and modified 
them as necessary to meet the final ceiling approved by the Bureau of the Budget 
They represent our best efforts to realize a balanced, effective and economical 
program on a worldwide basis 


ESTIMATED EFFECT OF REDUCTION VOTED BY THR HOt b 


If the reduction voted by the House were to be sustained, we would no longer 
have a worldwide program, nor a balanced one Specifically and briefly, thi 
what would occur: 

1. All types of educational exchange would be eliminated in 46 countries 
hese include all the countries of Latin America, where commitments under the 
Buenos Aires convention could not be carried out and where our grants-in-aid 
American-sponsored schools would be eliminated 

2. The foreign leader and specialist program, the foreign teacher-educatio 
program, and the United States specialist program would be eliminated in all 
countries, including, besides Latin America, such significant countries in other 
parts of the world as NKorea, Indonesia, Lran, Egypt, and Formosa 

3. In the 21 countries where funds for foreign currencies would still be available, 
lack of appropriated dollars would reduce the number of grants in foreign currency 
which we could still use by approximately 500, a reduction of 25 percent 

1. The personnel who administer the educational-exchs ange progr: am in all ou 
posts overseas would be eliminated. A substantial part of their duties is the 
assistance they render to exchange programs financed entirely by private not 
governmental groups. 

5. Similarly, personnel here in the Department who render similar assistance 

private-exchange programs would also be eliminated, except for the few who 
are required for the issuance of exchange-visitor visa designations. 

6. Orientation programs in the United States for foreign grantees would be 
eliminated as would also the reception centers for meeting and assisting foreig: 
leaders at principal ports of entry. These functions are vitally necessary to 
assure the success of our projects for foreign grantees. 

7. Funds necessary for interagency coordination, including the Inter-Agency 
Committee and the Clearing House on United States Government Exchanges 
would be eliminated, 

8. Finally, dollars required for administration of the Finnish leader program 
(Public Law 265) would be eliminated, since that act makes no provision for 
payment of administrative costs from funds authorized therein. 


SOURCES OF FUNDS FOR EDUCATIONAI-EXCHANGE ACTIVITIES 


Requests for funds to carry out this program find their authorization basically 
in the Smith-Mundt Act, which is, in effect, the basic charter for the educational- 
exchange activities of the Department of State 

In addition, there is the Fulbright Act, which authorizes the use of certain for- 
eign currencies for exchanges, iy only in those 21 countries where executive 
agreements under that act will be in effect in 1955. (Two more, for Germany 
and Austria, are included as part of the appropriations for government in occupie d 
areas.) Since these foreign currencies are not convertible to dollars, they can 
be used only for the expenses of the program within the borders of these countries, 
for international travel to and from the United States, and for exchange activities 
which can be carried out in connection with schools or institutions of higher 
learning. They cannot be used for all of our necessary exchange activities in 
such countries, for example, the leader program or the aid to American-sponsored 
schools in Latin America. 

To the greatest extent possible, these foreign currencies have been used to 
make our “hard dollars’? go further in financing this program. This has been 
done through joint use, as when a young leader receives a travel grant from foreign- 
currency funds and a scholarship to a United States university from our hard- 
dollar funds. 

On the other hand, approximately $1 in United States currency is required for 
each $3 in foreign currency to pay the expenses of foreign participants while they 
are in the United States and the dollar costs of the services required to carry out 
this program. For example, a need has developed for paying a modest sum 


dollars toward the salaries of Americans who serve in the secretariats of our 
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binational commissions overseas. If we are to get and keep good men in these 
posts, which are vital to our administration overseas, such payments must be 
made to help them meet their continuing dollar expenses, which cannot be paid 
from their foreign currency salaries. As regards scholarships for foreign grantees, 
maximum use is made of private scholarships and other resources where available. 
rao because of the so-called Rabaut amendment (sec. 1415 of the act of July 
, 1952, 66 Stat. 662), both the required dollars and the foreign currencies must 
. appropriated under the Smith-Mundt Act, even though they are already 
owned by the United St aon and are reserved for educational exchange purposes. 
Other legislation providing for educational exchange from special funds not 
requested in this estimate, includes: Appropriations for government in occupied 
areas (Germany and Austria), the Mundt amendment to the India Emergency 
Food Aid Act, the Finnish Exchange Act, and the overseas phase of the Chinese 
assistance program. These funds can be used only for the particular purposes 
and in the countries specified in the legislation. They cannot be transferred for 
use elsewhere. 


THE EXCHANGE APPROACH REACHING KEY GROUPS ABROAD 


I have explained the various ways in which the House cuts will affect our 
program. I would like now to tell vou something about how we spend the funds 
to further the goals of American foreign policy. In brief, we try to reach a maxi- 
mum number of the leaders of opinion-making groups abroad. This we do by 
selecting key persons who have access to such groups and significant projects, 
which will meet not only our own needs and interests, but also those which we 
have in common with the other countries involved. 


STUDENTS, TEACHERS, SCHOOLS 


One of the principal channels for reaching influential circles of opinion in other 
countries is through exchanges radiating from their educational systems. By 
means of study grants, we are able to attract many young people from abroad, 
most of whom are not students at all at home, but are already actual or prospec- 
tive leaders in their professional fields, for example, a prominent young editor 
who graduated from his home university 5 years ago and now publishes a metro- 
politan newspaper. On the other hand, we are able to send Americans out for 
study abroad, choosing not simply those who are outstanding for their academic 
achievement, but also making personal suitability to represent the quality and 
caliber of Americans and the American way of life a major criterion. By means 
of academic affiliations, we are also able to send Americans abroad who are pro- 
fessional educators and specialists, some of whom will not only work in schools 
and universities, but will also serve as government consultants and as lecturers 
and organizers of workshops 

Teachers from abroad are brought here to study American techniques of educa- 
tion and to observe the concepts we hold basic to democratic education. This 
program of teacher education is extremely important for its ultimate influence 
on the developing youth of other nations. 

Other results are even more significant. In many nations, leadership both 
in conducting government and developing public opinion stems largely from the 
university community and from the intellectuals. We can bring members of those 
groups here to see and appreciate our achievements for themselves. If a perni- 
cious fear of the anti-intellectual character of American world leadership is 
rampant, we send American scholars abroad to demonstrate the high quality of our 
intellectual and cultural achievements. If there is a lack of knowledge of Amer- 
ican history, literature, government or labor-management relations, we fill 
the void through appropriate seminars, workshops, and courses, and we often- 
times even encourage the establishment of special chairs of American studies 
abroad. Where the people in outlying provinces have no contacts that will help 
them to make correct assessments of the United States, we send them American 
teachers for their schools. 


OTHER PUBLIC OPINION LEADERS AND GROUPS 


Exchanges involving academic institutions and personnel are not the only 
types of exchange, of course Key leaders, including government officials, labor 
leaders, editors, broadcasters, youth leaders, lawyers, etc., are among the grantees 
brought to this country to observe and consult with their American counterparts. 
\fany of them have gone home to high posts in their governments, others have 
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successfully countered Communist infliltration or domination of trade unions, 
by applying the principles of free trade unionism which they had observed in 
America. Others have spread a more balanced view of our country through the 
publication of books and articles 

The closely related foreign specialist program, offering advanced on-the-job 
experience—for instance, working on an American newspaper for several months 
is another approach to key individuals from abroad. 


HOW PROGRAMS ARE PLANNED FOR EACH COUNTRY 


All of the means for reaching key elements among the overseas public are 
carefully planned to meet varying situations in each country with which we plan 
an exchange program. The basis of each plan must be to meet the mutual needs 
and interests of ourselves and the particular country concerned. We depend 
primarily on our overseas staffs to propose the plan for each country which will 
meet these criteria. As I have already mentioned, all these plans are reviewed 
carefully with the geographic desk officers of the Department and with our cooper 
ating agencies in this country to be sure such plans can be effectively carried out 
When necessary adjustments have been made, budget estimates are prepared 
and presented to the Congress 


WIDE VARIETY OF PROJECTS 


hese plans include a variety of projects, not only to reach long-range objec- 
tives, but also to meet immediate and special situations in different countries 
For example, shortly after the President’s proposal to the United Nations on the 
peaceful uses of atomic energy, the Department developed a panel of topflight 
experts to lecture overseas on American uses of atomic energy for peaceful and 


humane purposes. In Korea a group of American educators is helping Korean 
teachers and school administrators to reestablish primary and secondary schools 
with an up-to-date curriculum. In addition, a special legal project was planned 


under which a past president of the American Bar Association and a dean of a 
law school in a large southwestern university will conduct a legal institute for 
Korean judges, prosecutors, and lawyers 

\ group of labor leaders came from Japan to study the labor movement in the 
United States, first by participating in a specially arranged seminar at an 
American university, and later by working directly with union leaders. Plans 
were also made for a two-way representative-government project in Japan, under 
which groups of Japanese students will pursue special programs in this field at 
American universities, and a seminar will be held in Japan by prominent American 
lecturers and specialists. It is expected that 500 Japanese educators and Govern- 
ment officials at both the national, prefectural, and municipal levels will participate 
in this seminar. 

In an important Far East country, officials from all administrative levels of a 
ministry of the government were brought to the United States to observe our 
Federal system of government in action. Because of their far-reaching influence at 
both national and local government levels, they are expected to have considerable 
effect on the future course of their country’s government. This project was 
developed on a mutual basis with the host government. It was not foreed on it 
In the Near East, plans have been made to bring over groups of journalists from 
a number of important countries under a project which has as its primary objective 
to demonstrate the way responsible newspapers can contribute to the economic, 
cultural, and political development of a democratic society 

But while keeping the program flexible enough to meet new situations, the 
Department is not losing sight of long-term needs For example, American 
studies projects continued to be planned for a number of countries to meet the 
nereasing interest abroad in our history, literature, and culture Recent con- 

rences were those held in the United Kingdom, Norway, the Netherlands, 
Pakistan, and India, centering around such themes as ‘““The United States in the 
Atlantic Community,” ‘‘The American Labor Movement,’ and ‘American 
Literature.’”’ Prominent American lecturers led these discussions, in which 
foreign university faculty members, teachers, students, and many others 
participated. They should result in rich dividends in international under 
standing 


‘ 


rHE UTILIZATION OF NONGOVERNMENT RESOURC! 


The cooperation of private groups and individuals here and abroad is an ind 
pensable factor in the success of the exchange program. It is through their efforts 
that our foreign visitors get the real feel of American life or that Americans can 
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truly understand the problems and aspirations of the peoples whose country they 
visit. The International Educational Exchange Service follows the policy of 
utilizing such resources to the maximum extent in operating our Government's 
program and, in turn, offers help to exchanges conducted under non-United States 
Government auspices to make them as effective as possible. 

In 1953, well over $7 million from non-United States Government. sources 
was spent in conjunction with our budget dollars. In effect, this matching of 
funds stretched each of our budget dollars to $1.50. However, without this 
relatively modest United States Government outlay, such extensive private sup- 
port would not be forthcoming. American universities, for example, mav wish 
to have a foreign student or professor on their campus, but their budgets may 
only be able to cover his United States expenses. Unless the Government were 
able to supply travel expenses, these offers would be withdrawn. 

Private organizations in this country also cooperate with the Government’s pro- 
gram under contract arrangements. They provide services relating to the selec- 
tion, placement and supervision of grantees, arranging itineraries and professional 
contacts for them and undertaking orientation programs and studies to measure 
the effectiveness of the exchange operation. In addition, program and hospitality 
services are offered without remuneration to grantees by several thousand advisers 
on American campuses, and by bundreds of organizations and community groups, 
especially to the foreign leaders traveling in the United States, 


GOVERNMENT ASSISTANCE TO PRIVATE EXCHANGE PROGRAMS 


The other side of the coin is the assistance which the Department of State is 
able to offer to privately conducted exchange programs. Civic groups like 
Rotary International and the American Association of University Women have 
been in the vanguard in measures taken to utilize the resources of their member- 
ship to foster scholarship programs with other countries. Professional bodies 
such as the American Home Economies Association and the congressionally 
chartered American National Theater and Academy have promoted exchanges 
within their fields of specialization. Groups dedicated to cultivating friendship 
with particular nationalities, such as the English-Speaking Union and the Ameri- 
can-Scandinavian Foundation, have found that this end can best be served through 
exchange programs. Foundations suck as the Rockefeller Foundation and the 
Kellogg Foundation use exchange techniques to further projects in the physical 
and social sciences. Church and missionary groups have found this type of 
activity especially rewarding in furthering their humanitarian aims. Industrial 
and business concerns have established programs to bring foreign citizens to this 
country for training in specific business practices and techniques. 

It serves the national interest for this Government to offer assistance to these 
private groups in carrying out these activities. By exchanging information with 
private sponsors to mutual advantage in the planning of programs by channeling 
private efforts in directions that will insure constructive and profitable results, 
by using its own resources and the resources of the overseas missions to assist in 
the most effective conduct of these programs, and by stimulating new and renewed 
efforts along these lines, the Department can realize many benefits in its conduct 
of foreign relations 

In these and other ways the Department was able, during fiscal year 1953, 
to be of assistaneé to numerous projects sponsored by such private groups. Inso- 
far as available statistics indicate, we have cooperated in this way with at least 
148 private exchange projects which involved the exchange of over 3,000 persons. 
Through its approval of exchange-visitor programs under the terms of the Smith- 
Mundt Act, the Department facilitated the bringing by private sponsors of addi- 
tional thousands of foreign nationals to this country for bona fide educational 
purposes, 

EFFECTIVENESS OF THE PROGRAM 


For the purpose of program evaluation and improvement, regular reporting 
procedures have been set up for the various Foreign Service posts, the agencies 
which provide services under contract, the binational foundations and commis- 
sions, and the grantees themselves to inform us about the operations of the 
program, its achievements and limitations, and to suggest improvements. In 
addition, special evaluation studies have been carried out both by our own staff 
and, under contract, by the same private research organizations that handle 
similar work for commercial firms in this country. 

Perhaps the most important fact we have learned about the effectiveness of the 
exchange program is that it has a cumulative effect gathering momentum after 
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the participant returns home and shares his experiences with more and more of 





cy is fellow countrymen. 
ol For example, it is important that a trade unionist from another country learn 
1 something about the workings of our labor organizations: it is more significant 
_ f on his return home, he is elected to a position in his local union where he can 
eombat Communist elements which had long dominated the organization. at 
a . teacher from another land learns something about America while he is here is 
ol good; thav he sets up two adult evening classes that reflect his experience in the 
s United States is better. That our lecturers go abroad to give courses in Americar 
p studies is desirable; that their efforts, plus those of returned foreign scholars, result 
sh in the continuance of such studies as a regular part of the curriculum of foreign 
Ay iniversities has a more pointed significance. 
mn To take another type of example, our program is functioning well when ai 
\{merican specialist in rural education financed under this program meets with 
0 success in helping Turkish teachers with their problems, it has an even mor 
Be widespread effect when the combined efforts and cooperative planning of that 
" specialist, the Turkish Government, the Ford Foundation, and the Universit rf 
mn Florida result in the sending of 25 Turkish teachers to the United States for 
Y training at no cost to tlLis Government The United States Government mad 
a grant to one individual. Twenty-five exchanges resulted, and these 25 teacher 
, will have great influence for vears to com 
Evidences of results are large in number and varied in form It has beer 
almost impossible to keep track of all of them, so active have many grantees been, 
whether in initiating new programs or in writing, lecturing, appearing on radio 
. and TV and thereby sharing their experiences about America with their fellow 
: ountrymen. It is also significant that many of our former grantees now oecup) 
positions of importance in local or national governments, or in some other part 
f their country’s social structure 
S These results are confirmed by our professional evaluation studi These 
‘ ave shown that the exchange program helps foreign grantees to lose unrealisti 
a or stereotyped views of American life, obtain a more favorable view of the motive 
D behind American foreign policy, report more favorably and actively, on their 
c eturn, to their countrymen. 
Americans gain and share with their fellow citizens’ wider understanding of the 
political, economic, and cultural life of other countries: increased knowledge and 
| appreciation of our own international problems; extensive professional benefit. 
f 
1 COMMUNIST EXCHANGE ACTIVITIES 
; In appraising our program and the need for its continuance it is well to take 
into account what the U. 8.58. R. is doing in this field 
Soviet sources state that exchange visitors to the U.S. 8. R. in 1953 numbered 
10,000 persons. Numbers of foreign delegations noted in the Soviet press for a 
3-month period in 1953 show an increase of 60 percent over a similar period in 
1950, and most of these delegations are from non-Communist countries. They 
: ire largely composed of handpicked groups of trade unionists, peace partisans, 
and representatives of Soviet propaganda organizations In 1953, 1,000 Latin 
Americans visited the Soviet bloc under the auspices of international com 
munism—a tenfold increase over 1950 In addition, Soviet artists, writers 


scientists, and athletes have been sent to Latin America 
; A minimum of 10,000 students from southeast Asia traveled to the Chinese 
mainland during 1953. Thus, for every student from that area whom we brought 
here in 1953, the Chinese invited 40 from the same countries 
| The importance in which these activities are held by the Soviets is attested to 
| by the special treatment accorded visiting delegates On arrival they are met 
by high-ranking officials; with few exceptions they are accommodated in Moscow’s 
luxury hotels; and the unstinted hospitality lavished on the visitors takes the form 
of banquets in their honor, the best seats at the ballet, theater and opera; and 
enormous meals at the collective farms. 
All these Communist exchange activities are being increased 
I have reviewed these facts for you in the hope that it may make clear the 
reasons for our budget request. It is our belief that this estimate is the vers 
minimum required to carry on an effective program of educational exchang 
necessary in the national interest. 


Mr. Riney. I will cover it very, very briefly, sir. 
In this statement we have explained the drastic effects of the House 
cut. Senator Smith has already covered them completely, and I will 
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not discuss that further. I think that it might be well, however, to 
stress something about how we spend these funds in trying to further 
the goals of American foreign policy. We do this by selecting key 
persons who have access to very significant groups abroad. We tr y 
to work out projects which will meet not only our own needs and 
interests but also those of the countries with which we operate. 

We feel that working through intellectual media, to a great extent, 
that we can really get to the leadership in many of these other countries 
in a way that you could not get to them otherwise. Not only do we 
stress the intellectual levels in many countries where they are the most 
important but we also work with key leaders, including Government 
officials, labor leaders, editors and broadcasters, young leaders, 
lawyers, people like that, whom we bring to this country because of 
their tremendous influence abroad. 

It is significant to note that in working with these other countries 
these programs are developed not only from a straight United States 
Embassy point of view but they are also worked out very carefully 
with the other countries. We find that by working with these other 
countries in developing the programs that it makes ‘the program more 
meaningful in the countries. We get better participation by the 
people at all echelons in the various countries. 


PRIVATE PARTICIPATION IN PROGRAM 


It is significant to note the non-Government participation in this 
program, Our best estimate of the amount of private funds put into 
this program in 1953 was something over $7 million. 

Senator ELLENDER. How does that compare with previous years? 

Mr. Rixey. It is a little more than we have had in previous years. 
The private funds are increasing very much. 

In the program under Public Law 584, for example, we bring in 
foreign professors, and out of the 216 that we plan on bringing in in 
1955 we will only pay the full expenses of 41 out of 216. In foreign 
researchers, 12 out of 163. Foreign teachers, 142 out of 348. Foreign 
students, only 106 out of 1,278. 

This gives an indication as to the private participation in this 
program. 

Senator Smith mentioned Belgium. In the Public Law 584 pro- 
gram with Belgium this year we plan on exchanging 84 people, only 
17 of whom will get any support other than international travel. 

We do not only get a lot of assistance from private organizations 
but we also give much assistance to private programs. My statement 
covers that in some detail. 

Now then, as to the effectiveness of the program——— 


NUMBER OF AMERICANS VERSUS FOREIGNERS IN PROGRAM 


Chairman Bringss. Before you go on to that, Mr. Riley, please, 
what proportion of American students are going abroad compared to 
what numbers are coming into this country? 

Mr. Ritey. For our program this year we plan on sending out 
1,465 people and bringing in 3,050, most of them coming this way, sir. 

Senator ELttenper. Is that in all categories? 

Mr. Ritey. That is in all categories. Our reason for that is that 
we believe that these people who come here and see America as it is, 
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who go back and talk about personal experiences will be more effective 
in buile ling up international relations than if we have a predominant 
number of Americans going over to try to sell our story. 


BELGIAN CONGO PROGRAM 


Senator ELLENpER. There is one criticism I heard abroad, and I 
am wondering what you think abcut it. In many of these countries, 
instead of trying to send the natives to America, they send Europeans 
who are now located temporarily in some of these countries, say, in 
Africa. Are you familiar with that? 

Mr. Rivey. Yes, | am familiar with that. In one country in 
Africa—I have forgotten which one it is 

Senator ELLeENDER. Belgian Congo. 

Mr. Ritey. We bring in the Europeans, not the ones temporarily 
there, sir, but the ones who are the government officials there, because 
the law in that particular country precludes our bringing the natives 
In all other countries of Africa we bring in only the natives. 

Senator ELLeNpER. I ran across at least two cases where the 
students were there temporarily, that is, they were there in the 
country temporarily, and were sent to this country. 

Mr. Rixey. I have read your report and I am familiar with that. 
The best I could figure out is they were not brought in under our 
program, sir. They were brought in under private auspices. 

Chairman Brinces. We agreed to be upstairs for the swearing in, 
so, Senator Ellender, would you mind if we interrupted at this point? 

Senator ELLENDER. No. 

Chairman Brincss. The committee will stand in recess until 
o’clock this afternoon. 

(Whereupon, a short recess was taken.) 


AFTERNOON SESSION 
INTERNATIONAL EDUCATIONAL EXCHANGE ACTIVITIES PROGRAM 


STATEMENT OF HON. RICHARD M. NIXON, VICE PRESIDENT OF 
THE UNITED STATES 


Chairman Brinces. The hearing will come to order. 

We have the pleasure this afternoon of having the distinguished 
Vice President of the United States with us, who is going to comment 
on the exchange student policy. 

We are happy to have you here. 

Vice President Nixon. Thank you, Mr. Chairman. 

I appreciate the opportunity which the chairman and the committee 
have afforded me to appear before this committee and to express some 
opinions with regard to the exchange program. 

I-have been interested in this program since the time my former 
colleagues in Congress, Senators Mundt and Smith, sponsored it dur- 
ing the 80th Congress. I have since that time, of course, supported 
the program. 

However, the reason that I particularly appreciate the opportunity 
to appear is that as a result of having just recently traveled through 
all the countries of Asia between the west coast of the United States 
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to and including Iran, I have seen the program actually in operation, 
and I can support it now more enthusiastically than before. 

I think perhaps that I can sum up my reasons for feeling as strongly 
as I do about this program by analyzing just briefly the problem as | 
see it in the Asian countries. I don’t, incidentally, pretend to be an 
Asian expert, particularly since the chairman and others here have 
had considerably more experience in problems in that area of the world 
than I have. 

Looking at the situation as it exists at present, we are confronted 
with some very difficult problems with regard to the armed conflict 
that is going on in Indochina. We are in the position of having to 
determine what we should do after the Communists have gained 
sufficient support among the people of a certain country to launch a 
war of aggression against the recognized government of that country 
a war of imperialist aggression controlled and directed and inspired 
by the men in Moscow and Peking 

Now, the problem, as I see it is: What can we do to keep a situation 
of this type from developing to the point where we must come in at 
the late date when the aggression has already begun? Parenthetically, 
I am convinced, as | am sure are the members of this committee, 
that the United States and other free nations, particularly in that 
area of the world, must associate themselves with the aspirations 
of the people of those countries. Those aspirations are well known. 
| think perhaps they could best be summarized as being four in 
number. The people of Asia and South Asia want independence. 
They want economic progress. They want equality; that is, recog- 
nition of their equal dignity as human beings, and recognition of 
their cultures and religions. And they want peace 

The way the Communists have gained great support among the 
masses of the people in those areas of the world is that they have 
associated themselves with those aspirations. They have claimed to 
be for independence, for equality, for economic progress, and for 
peace. Now, actually we are all aware of the fact that while the Com- 
munists talk that way, thev do not act that way Instead of bringing 
independence, they bring Communist colonialism. Instead of bring- 
ing peace, they bring war and destruction. Instead of bringing 
equality and recognition of the cultures and religions of these countries, 
they bring enforced conformity with the Communist dialectical 
materialsim. Instead of bringing economic progress, thay actually 
bring economic exploitation for the power center of the Soviet Union. 

So our problem then gets down to getting our message across in two 
ways: one, convincing the peoples of these countries that the Com- 
munists say one thing and do something else, and, two, convincing the 
pe oples of these countries that we, in the United States and the other 
free nations, actually do share their aspirations. 

Now, that message has not been getting across—I think we are all 
aware of that-—-as adequately as it should. It has been getting across 
increasingly better in the past year or two, since the United States and 
other nations have recognized the problem. 

But in determining how we get it across, I think that there is one 
question that obviously presents itself to us. Who can do it best? 
And again looking at our Communist enemies, we find the tactics that 
they use. They have been able to get their message across not. by 
having Russians or Chinese go into Indochina and sell the Vietnamese, 
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the Cambodians, and the Laotians, on their program, but they have 
gotten it across by getting the Vietnamese, Cambodians, and Laotians 
themselves to sell the Communist message. 

It is here, then, that I think this program is so important. In this 
field of information, as we choose to call it now, great emphasis has 
been placed upon the radio program and the motion-picture prem. 
These programs are spectacular. ‘They involve the expenditure of « 
great deal of money. In my opinion, however, although both of ene 
programs could stand some improvement, they need to be continued. 

I think, however, that the surest return for our money and the 
biggest return in the long run is the exchange program. This program 
is the only sure way we have, as I see it, to get within these critical 
countries. I, of course, can speak only of the Asian countries, since 
[ have not studied these programs in the European and other countries. 
It is the only way that we can get people within those countries who 
can affect public opinion and who, by reason of their having seen the 
United States and studied our institutions, can go back and give the 
lie to Communist propaganda and get the American message across. 

Under the circumstances, therefore—and incidentally, | express now 
a personal view rather than an administration view—I would have 
favored increasing the exchange program. I would have favored 
more than $15 million. I would have favored placing more emphasis 
on it than on radio and motion pictures, for example, where | think 
the return is less sure, and where the methods are less effective. On 
the other hand, it seems to me that though there obviously will be some 
criticisms of the program, and certainly the program is subject to 
improvement, in view of the critical situation that we face in that area 
of the world, and in view of the long-range problem which exists, the 
amount proposed by the administration of $15 million is a reasonable 
amount, and it is an investment worth making in the long run. 

In Indochina today we are spending $4.2 million a year. If by 
spending much less than that there is a chance that the type of activity 
now going on in Indochina could be warded off in advance, we can 
realize the opportunity that is presented. 

Now, I realize that that is overstating the case. I do think, never- 
theless, that if we search all of the avenues of this problem which 
confront us in the world today, we will be convinced that in the long 
run we cannot afford constantly to be confronted with situations where 
the people within a country have already been won over to the Com- 
munist side. We must anticipate that situation in advance and use 
every proper method that we can to avoid its developing. 

The exchange program, I believe, does it more effectively than any 
other. 

Chairman Brivces. Thank you very much. Any questions of 
the Vice President? Thank you very much, Mr. Vice President. 

Senator Fereuson. I think the Vice President made a very clear 
statement. 

Chairman Bripass. We will continue on the student-exchange 
program, Mr. Riley. 

I might say, Mr. Riley, that generally speaking, we are very familiar 
with the situation as to students of foreign countries that are brought 
here. The criticisms this committee has received have been of those 
going the other way. I would like to have you explain how we pick 
out the people in our country, what is the basis of it, why they are 
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concentrated so in New York State, why they aren’t spread out more 

over the country. I use New York as an example. They are there, 

but they are some other places. That is the only place that our criti- 

cal complaint comes, and not on foreign students being brought here. 
Mr. Ritey. Thank you, Mr. Chairman. 


METHOD OF SELECTING EXCHANGE PERSONS 


On the first question, how we select—we have two general methods 
of selection. One represents those who are selected through competi- 
tion, such as our outgoing student program, and to an extent our pro- 
fessor and teacher program. On the other hand, we have the type of 
person that we recruit, direct recruitment, you might call it. 

In the case of students, they are screened at a campus level first 
by campus authorities. Then they are sent through a State selection 
committee, and then through a national selection committee. This 
is to find out about their general suitability, about their professional 
qualifications, the types of projects they want to engage in while they 
are overseas. 

Finally, they are selected in the final analysis, in the case of the 21 
countries under which we have the Public Law 584 programs, by the 
presidentially appointed Board of Foreign Scholarships. In the 
other forty-odd countries of the world, they are selected by the State 
Department. Under both provisions, they are given a very careful 
security check, in every instance. 

Now, on the Americans who are sent out on an invitational basis, 
they come in two broad categories, those professional people who will 
be connected with educational institutions abroad, such as teachers 
and professors, and the so-called American specialists, who go out on 
lecture tours, ordinarily to several countries in an area of the world, 
to make general lectures of interest in those countries. Those people 
are selected, in the case of the 21 countries, the ones connected with 
academic institutions, professors and teachers, by the Board of 
Foreign Scholarships, in the case of the Public Law 584 countries, 
and by the State Department in all others. 


COMPOSITION AND SELECTION OF BOARD 


Chairman Bripges. Who specifically picks the board that selects 
them? 

Mr. Riney. It is a presidentially appointed board. 

Chairman Bripesgs. Is that a continuing board, or a new board? 

Mr. Ritey. The membership changes. 

Chairman Brings. Are they appointed for any term of years? 

Mr. Rixey. It is a 3-year appointment; yes, sir. 

Chairman Brinces. Who are members of the board? 

Mr. Rixuey. I can give you a complete list, sir. The Chairman is 
Frederick Hovde, president of Purdue University. The Vice Chairman 
is Margaret Clapp, president, Wellesley College. The other members 
are: Brig. Gen. John N. Andrews, personal representative of the 
Administrator of Veterans’ Affairs in the Veterans’ Administration; 
Dr. Samuel M. Brownell, Commissioner of Education of the United 
States Office of Education; Mr. Philip H. Willkie, attorney, Rushville, 
Ind.; Dr. Francis 5. Smyth, dean, School of Medicine, University of 
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California; Dr. Helen C. White, professor of English, University of 
Wisconsin; Dr. Charles 5. Johnson, president of Fisk University; 
Dr. Walter Johnson, professor of history, University of Chicago; and 
Dr. Martin R. P. McGuire, professor of Greek and Latin, Catholic 
University of America. 

Senator Ferauson. Who appoints the other group from the Secre- 
tary of State’s Office? 

Mr. Ritey. The United States Advisory Commission on Educa 
tional Exchange, sir. ‘That is a five-man board, which serves in an 
advisory capacity. ‘That is a presidentially appointed commission 
also. 

Senator Frrauson. Has it been changed under the new adminis- 
tration? 

Mr. Ritey. Sir, at the moment there is only one member on it 
He was appointed by President Eisenhower, and they are in the 
process now of appointing the other four members. 

Senator Frreuson. In other words, they are in the process of 
getting a new board? 

Mr. Riney. Yes, sir That is correct, sir. 

Senator Ferauson. You said that they would carefully screen, Is 
that correct? 

Mr. Ritey. The applicants. Yes, sir. 


APPLICANT STANDARDS 


Senator Ferauson. Now what is the standard for screening? What 
is your yardstick? 

Mr. Riney. First, they should be mature. They should have good 
academic standing. The age, | believe, is under 35. I have all the 
details of that here, but it will take a moment to find them. 

I think it is sufficient, sir, to say that the criteria for screening cover 
these general categories: No. 1, general suitability, United States 
citizens who can go abroad and make very good representation for 
the United States; not immature people, not, shall we say, flighty 
people, not people who are unstable. 

Second, people who are intelligent, whose academic records are good. 

Three, people who are suitable from health and personality stand 
points. 

And four, people who are security-clear, so to speak, 

Senator Ferauson. You are talking about the people who go from 
here? 

Mr. Ritey. From here abroad. 

Senator Ferauson. Now, what about the people who come here? 

Mr. Ritey. The people who come here, in the student categories? 

The same general criteria are applied. 


SITUATION WITH COMMUNIST AND SOCIALIST APPLICANTS 


Senator Fercuson. I assume that you don’t bring any Communists. 

Mr. Ritey. We don’t, sir. 

Senator Fercuson. And what about Socialists? 

Mr. Riney. We may bring Socialists: 

Senator Ferauson. Why do you say “may’’? Is that one of the 
criteria? 
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Mr. Ritery. No. 

Senator Frrcuson. In other words, they can be Socialists. 

Mr. Rrrey. They could be Socialists if they live in a country which 
has a Socialist government. 

Senator Fercuson. All right. 

In your opinion, what is the difference between a Socialist and a 
Communist? 

Mr. Rivey. I must say, I don’t know. 

Senator Fercuson. Then how do you know you are not bringing 
Communists? 

Mr. Ritey. We have our security procedures, and we have security 
investigators, people who are trained in those fields. 

Senator Ferauson. Who are they? 

Mr. Ritsy. They are State Department security people, sir, 
both here and abroad, who check the people. 

Senator Ferevson. Do they have a standard? Do you know 
what a Marxist is? 

Mr. Riuey. I think I do, sir. It is someone who believes in the 
Marxist theories. 

Senator Fercuson. Do they bring those? 

Mr. Riney. No, sir. 

Senator Ferguson. What is the difference between that and a 
Socialist? 

Mr. Riuey. I don’t know, sir. 

Senator Ferauson. Well, do you have a standard? How can these 
investigators tell whether or not a person is admissible, on this question 
of socialism, Marxism, and communism? 

Mr. Ritey. Well, in the first place, to get a visa to come to this 
country, there are certain standards set up for the guidance of consular 
districts for issuing visas. And I am not an expert in that, I must say. 
| depend on the security people. 

Senator Ferauson. Is that based on the same standard as the 
admission of people for citizenship? 

Mr. Riuey. I don’t know what the standards for citizenship are, 
sir. ITamsorry. That is just out of my field. 

Senator Ferauson. Well, is there anybody here who knows about 
this? 

Mr. Ritey. I doubt it, very much. That would be someone in the 
Immigration Service or someone like that. 

Senator Fercuson. Well, would you expect a Socialist to come 
over here and go through our school and go back and sell capitalism, 
or our ideals? 

Mr. Rixtey. I would expect a Socialist who came here to glean the 
very best things from our democratic way of life and go back to his 
home and do a pretty decent job of trying to sell the good things that 
he found in our country, sir. 

Senator Fercuson. Our capitalistic system? 

Mr. Rixey. Yes, sir. That is correct, sir. 

Senator Fereuson. That is what you would expect? 

Mr. Riney. Yes, sir. 

Senator Ferguson. Have you never known any Socialists? 

Mr. Ruiney. I can’t say that I have ever known a Socialist; no, sir. 
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RELATIONSHIP OF PROGRAM WITH FORBIGN-AID PROGRAM 


Senator ELLENDER. It was stated this morning by a witness that 
FAO barges into this program. Do you know anything about that? 
And if so, to what extent? 

Mr. Ritey. Well, sir; by law, we are supposed to be in different 
fields of endeavor. I have for the record, sir, a statement that I 
would like to file. It is the basic differences between the objectives 
of the international exchange of persons program and the foreign-aid 
program. I can read that. 

The objectives of the educational exchange of persons program as stated in the 
United States Information and Educational Exchange Act of 1948 are ‘‘to pro- 
mote a better understanding of the United States in other countries and to increase 
mutual understanding between the people of the United States and the people 
of other countries.” 

Technical cooperation programs as defined in-Public Law 535, 8lst Congress, 
“means programs for the international interchange of technical knowledge and 
skills designed to contribute to the balanced and integrated development of the 
economic resources and productive capacities of economically underdeveloped 
areas.” 

This act further states, “the term ‘technice},cooperative programs’ does not 
include such activities authorized by the United States Information and Educa- 
tional Exchange Act of 1948 (62 Stat. 6) as are not primarily related to economic 
development—” 

Thus the grantees under these two programs are selected for widely different 
purposes and their programs of activities are planned for different purposes. 
Results are achieved under each program according to the objectives and the 
emphasis under each program. Consequently, funds are appropriated for each 
program according to the policy determination of the value of their respective 
objectives and of the amount of money required to produce each desired result. 


ABSENCE OF OPPORTUNITY FOR DUPLICATION 


Senator ELLenpER. Judging from that statement, there would be 
little or no opportunity for duplication, would there? 

Mr. Riney. According to the law, that is correct, sir. 

Senator ExnenpeR. Well, how long has this been going on now, 
wherein the FOA is taking over some of the work that ought to be 
carried on through the Information Service? 

Mr. Riuey. I believe the first part of the FOA was the point 4 
technical cooperation program. I believe that started in about 
fiscal 1950. 1 am not positive of that. Their programs are mainly 
development of economical and technical projects. 

At some time during those projects, they find it necessary to ex- 
change people. They do this in two ways, to the best of my knowledge. 

First, they send out American experts, who go to these countries 
to help them on technical and economic development. ‘Those people 
are not grantees in our sense of the word. They are actually United 
States Government employees. They go out and they get the same 
perquisites that the average Foreign Service employee gets. 

Then they bring in what they call trainees. Those people are here 
for the purpose of learning technical techniques which will enable 
them to go home, fit into the technical project that they are trying to 
develop in that country —— 

Senator ELLenper. They are more or less on-the-farm projects, a 
lot of these 4-H Club people? 

Mr. Ritry. The 4—H Club people are all private people, sir, and 
we work closely with them. 
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Senator ELLENDER. I mean along that same line. 

Mr. Riney. If I were going to make a generalization on that, sir, 
they are more in the Government operations type of projects. FOA 
is working with the host governments in creating technical develop- 
ments, so they bring their people in here, and they work with our 
TVA, with our irrigation projec ts, and things like that. 

They are more on the Government-operation type. 

Senator ELLENpER. Now, as I understand it, before any such 
people can be taken here or sent to the various countries, there must 
be some kind of agreement between the governments, our Govern- 
ment and those governments that want to make the exchanges. 
Could you tell us what the situation is with reference to the Fulbright 
and Smith-Mundt program? Are there any contractual obligations 
between our Government and whatever government desires to take 
part in exchange? 


COUNTRIES WITH EXECUTIVE AGREEMENTS 


Mr. Rixey. Yes, sir. Under Public Law 584, which provides for 
executive agreements for these educational exchange programs, we 
have, under this budget, 21 such countries. We enter into an execu- 
tive agreement with each country to carry on exchanges. We have 
found that these executive agreements make these programs very 
meaningful, because the host government participates in the opera- 
tion of each program. Although it is under our absolute control, in 
the final analysis, it makes it more palatable, shall I say, in the coun- 
try, and very meaningful. 

Now, then, in the non-Fulbright countries, the other forty-odd 
we are operating in, we operate exclusively under the Smith-Mundt 
program, to carry on the same type of programs, and although by 
law we are not required to enter into executive agreements, the 
Ambassador in every case does set up a binational body called the 
Committee on Study and Training in the United States, so that we get 
the same type of local participation, which is very desirable. 


EFFECT OF HOUSE CUT ON EXECUTIVE AGREEMENTS 


Senator ELLENDER. To what extent would these understandings and 
agreements be violated should we not appropriate the money for 
which you are now asking? 

Mr. Riuey. Nearly all of these executive agreements stipulate a 
sum of money in them. They are not inviolate. 

Senator ELLenpER. They are not what? 

Mr. Ritey. They are not absolutely binding on us. But it would 
show very bad faith on our part if we would renege on them. 

Senator ELLenper. That is the point I wanted to develop. I 
realize that it is not a really binding agreement, but a moral one. 

Mr. Rivey. Yes, sir. I would like to point out, on that subject, 
that after the big discussion Jast year on what is commonly called the 
Rabaut amendment, immediately after those public discussions on 
that, a member from one of the embassies, with whom we have a 
Public Law 584 agreement, came to us much disturbed, saying, ‘‘Are 
you going to go back on this executive agreement?’ We assured him 
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we would use the money as best we could. But it showed there was 
a distress signal on the part of the other government. ‘That is one 
of the advantages of these executive agreements. The other govern- 
ment participates in it. It is not something you throw at them. 
These programs are palatable in the country. They are desirable 
from that standpoint, sir. 

Senator Frerauson. Do you earmark money on these executive 
agreements? 

Mr, Riuey. Yes, sir. 

Senator Ferauson. And how do you arrive at what you want to 
earmark? 

Mr. Rivey. The program for each country under Public Law 584 
is developed by a binational body in the country. 

Senator Frreuson. Doesn’t that tie it up so that you haven't 
any flexibility? 

Mr. Rintey. Sir? 

Senator Frreuson. Doesn't it tie it up so that you have no 
flexibility? 

Mr. Ritey. Once a program has been developed; yes, sir, it has 
that effect. It very definitely does, sir. 

Senator Ferauson. What advantages have you in tying it up? 

Mr, Ritwy. The principal advantage is that by entering into an 
executive agreement and by having the binational participation in 
the formulation of a program, we get more participation on the part 
of a country involved. And knowing the amount of money that they 
can have, say, 12 or 18 months in advance permits them to plan a 
more meaningful program, a better balanced program 


TOTAL GRANTS TERMINATED 


Senator Ferauson. How many students have you sent back before 
they have completed their courses? 

Mr. Rruny. May I ask a question, sir? Do you mean the ones on 
which we may have canceled the grant because they went sour on us? 

Senator Frreuson. Yes, whatever you call sour. I will have to get 
a definition on that. 

Mr. Riney. Let’s say their health goes bad. 

Senator Ferauson. Well, whatever it is 

Mr. Riiey. I don’t have that figure. 

Senator Ferguson. Can you get that for us? 

Mr. Rizey. | can attempt to furnish it for the record. 

Senator Fereuson. And will you give us the reasons for sending 
them back? 

Mr. Riney. Yes, sir. There might be several reasons. 

Senator Fmereuson. When you give us the history, will you give us 
that? 

Mr. Riuey. Yes, sir. For example, sir, we are going to have to 
cancel 2 right at the moment who are here on leader programs, because 
| has been appointed Minister of Education and the other Minister of 
Information in Greece. They have only been here a short time, but 
we are going to have to permit them to go home before they finish 
their 3 months stay in this country. 

(Information referred to follows:) 
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The following 1953 program grants were terminated prior to their completion: 


FOREIGN LECTURERS AND RESEARCH SCHOLARS 2 


Country of origin: France 

Institution in United States: University of Maryland. 

Field of specialization: Cancerology 

Reason for termination: Voluntary resignation because of personal reasons. 
Country of origin: Bolivia 

Institution in United States: Cornell University. 

Field of specialization: Labor legislation 

Reason for termination: Unexpected professional commitments abroad, 
Country of origin: Greece 

Institution in United States: Columbia University. 

Field of specialization: Obstetrics. 

Reason for termination: Unexpected professional commitments abroad. 
Country of origin: Italy. 

Institution in United States: Columbia University. 

Field of specialization: History 

teason for termination: Unexpected professional commitments abroad 
. Country of origin: Italy. 

Institution in United States: New York University. 

Field of specialization: Dentistry. 

Reason for termination: Ill health 


6. Country of origin: Norway 
Institution in United States: Columbia University 
Field of specialization: Theater 
Reason for termination: Unexpected professional commitments abroad 
7. Country of origin: Sweden 
Institution in United States: Yale University; Radcliffe College. 
Field of specialization: American literature. 
Reason for termination: Ill health. 
8. Country of origin: United Kingdom 
Institution in United States: Massachusetts General Hospital, Boston. 
Field of specialization: Medicine. 
Reason for termination: Illness in family. 
UNITED STATES LECTURERS AND RESEARCH SCHOLARS 
1. Host country: Australia. 
Institution abroad: New South Wales University of Technology, Sydney. 
Field of specialization: Automatic control engineering. 
Reason for termination: Voluntary resignation because of personal reasons. 
2. Host country: Australia. 
Institution abroad: University cf Tasmania, Hobart. 
Field of specialization: Economies. 
Reason for termination: Voluntary resignation because of personal reasons. 
3. Host country: Austria. 
Institution abroad: University of Vienna. 
Field of specialization: American studies. 
Reason for termination: Voluntary resignation because of personal reasons. 
4. Host country: Iraq. 
Institution abroad: Queen Aliyah College, Baghdad. 
Field of specialization: Zoology. 
Reason for termination: Deceased. 
5. Host country: Iraq. 
Institution abroad: Iraq Museum, Baghdad. 
Field of specialization: Ancient history. 
Reason for termination: Deceased. 
6. Host country: Thailand. 


Institution abroad: Chulalongkorn University, Bangkok. ‘ 
Field of specialization: Political science. i 
Reason for termination: Deceased. 
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FOREIGN TEACHERS 


Country of origin: Belgium, 

Institution in United States: University of Florida. 

Field of specialization: Secondary education. 

Reason for termination: Illness in family. 

Country of origin: Colombia. 

Institution in United States: University of Wisconsin. 

Field of specialization: Secondary education 

Reason for termination: Unexpected professional commitments abroad. 
Country of origin: Finland. 

Institution in United States: Individualized program. 

Field of specialization: Social welfare. 

Reason for termination: Ill health. 

Country of origin: Iceland. 

Institution in United States: University of Syracuse. 

Field of specialization: Secondary education. 

Reason for termination: Ill health. 

Country of origin: Indonesia. 

Institution in United States: University of Wisconsin. 

Field of specialization: Secondary education. 

Reason for termination: Voluntary resignation for personal reasons. 
Country of origin: Italy. 

Institution in United States: Iowa State Teachers College. 

Field of specialization: Elementary education 

Reason for termination: Unexpected professional commitments abroad 
Country of origin: Japan. 

Institution in United States: Individualized program. 

Field of specialization: Administration and supervision. 

Reason for termination: Unexpected professional commitments abroad. 
Country of origin: Philippines. 

Institution in United States: University of Michigan. 

Field of specialization: English teaching. 

Reason for termination: Ill health. 

Country of origin: Uruguay. 

Institution in United States: University of Syracuse. 

Field of specialization: Secondary education. 

Reason for termination: Illness in family. 


UNITED STATES TEACHERS 


Host country: Australia. 

Institution abroad: Loxton Area School, South Australia. 
Field of specialization: Mathematics and English. 
Reason for termination: Tll health. 


FOREIGN STUDENTS 


Country of origin: Argentina. 

United States institution: University of Minnesota. 

Field of specialization: Horticulture, vegetable seed production. 

Reason for termination: To accept appointment to agronomy faculty, Uni- 
versity of Tucuman, Argentina, beginning May 1. 

Country of origin: Belgium. 

United States institution: Cornell University Medical College. 

Field of specialization: Medicine. 

Reason for termination: Illness in family. 

Country of origin: Brazil. 

United States institution: University of Chicago. 

Field of specialization: Child psychology. 

Reason for termination: Voluntary resignation for personal reasons, 

Country of origin: Chile. 

United States institution: Northwestern University. 

Field of specialization: Dramatic arts. 

Reason for termination: Illness in family. 
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FOREIGN STUDENTS—continued 


Country of origin: Chile. 

United States institution: University of Michigan. 

Field of specialization: Chemical engineering. 

Reason for termination: To resume his professorship at University of Con- 
cepcion, Chile 

Country of origin: Denmark 

United States institution: Dickinson College, Carlisle, Pa. 

Field of specialization: Political economy. 

Reason for termination: Illness. é 

Country of origin: Finland. 

United States institution: Columbia University. 

Field of specialization: Public law. 

Reason for termination: To enter Finnish Foreign Service. 

Country of origin: France. | 

United States institution: St. Lawrence University, Canton, N. Y. 

Field of specialization: American literature and civilization. 

Reason for termination: Illness. 

Country of origin: France 

United States institution: Strong Memorial Hospital, Rochester, N. Y 

Field of specialization: Gynecology 

Reason for termination: Death in family 

Country of origin: France 

United States institution: Mount Holyoke College. 

Field of specialization: American literature and civilization. 

Reason for termination: To take oral examinations for the Diplome d’ Etudes 
Superieures at the Sorbonne 

Country of origin: France . 

United States institution: Winthrop College, Rock Hill, 8. C 

Field of specialization: Commercial studies 

Reason for termination: Failure to comply with college requirements. 

Country of origin: France 

United States institution: Southwestern, Memphis, Tenn. 

Field of specialization: Political life in the United States of America. 

Reason for termination: Failure to comply with university requirements. 

Country of origin: India 

United States institution: Indiana University. 

Field of specialization: Chemistry 

Reason for termination: Voluntary resignation for personal reasons. 

Country of origin: Iran 

United States institution: Colorado School of Mines, Golden, Colo, 

Field of specialization: Petroleum refining engineering 

Reason for termination: Illness in family. 

Country of origin: Iran. 

United States institution: New York University 

Field of specialization: Political science. 

Reason for termination: Illness 

Country of origin: Iran. 

United States institution: Columbia University. 

Field of specialization: Architecture. 

Reason for termination: Death in family. 

Country of origin: Iraq. 

United States institution: Wesleyan University, Middletown, Conn. 

Field of specialization: Political philosophy. 

Reason for termination: Failure to maintain satisfactory academic record. 

Country of origin: Iraq. 

United States institution: University of Virginia, Charlottesville, Va. 

Field of specialization: Political economy. 

Reason for termination: Unexpected expiration of leave of absence from 
official duties in Iraqui Ministry of Communications and Works. 

Country of origin: Italy. 

United States institution: French Hospital of the French Benevolent Society, 
New York, N. Y 

Field of specialization: Medicine. 

teason for termination: Illness. 
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FOREIGN STUDENTS—continued 


Country of origin: Italy. 

United States institution: Mary Immaculate Hospital, Jamaica, Long Island, 
N. Y. 

Field of specialization: Plastic surgery. 

Reason for termination: Illness in family 

Country of origin: Mexico. 

United States institution: University of Illinois 

Field of specialization: Bacteriology 

Reason for termination: Illness 

Country of origin: Netherlands 

United States institution: Washington and Lee University, Lexington, Va 

Field of specialization: Liberal arts 

Reason for termination: Failure to maintain a satisfactory academic record: 

Country of origin: Peru. ' 

United States institution: Columbia University. 

Field of specialization: American literature. — 

Reason for termination: To submit doctoral dissertation to San Marcos 
University in Lima 

Country of origin: Pakistan 

United States institution: Harvard Medical School, Boston, Mass 

Field of specialization: Medicine 

teason for termination: Voluntary resignation for personal reasons 

Country of origin: Pakistan. 

United States institution: University of Wisconsin, Madison, Wis. 

Field of specialization: Biochemistry 

teason for termination: Illness. 

Country of origin: Sweden. 

United States institution: New School for Social Research, New York, N. ¥ 

Field of specialization: Social work. 

Reason for termination: To permit the student to complete a report on rent 
control for the Swedish Government 

Country of origin: Turkey. 

United States institution: New York University, New York, N. Y. 

Field of specialization: Criminal psychology. 

Reason for termination: Voluntary resignation for personal reasons. 

Country of origin: Turkey. 

United States institution: New York Lying-in Hospital, New York, N. Y. 

Field of specialization: Obstetrics and gynecology. 

Reason for termination: Illness in family. 

Country of origin: United Kingdom. 

United States institution: Indiana University, Bloomington, Ind. 

Field of specialization: Musicology. 

Reason for termination: Voluntary resignation for personal reasons. 

Country of origin: United Kingdom. 

United States institution: Guggenheim Dental Clinic, New York, N. Y. 

Field of specialization: Dentistry. 

Reason for termination: To permit student to accept appointment at the 
University of Edinburgh. 

Country of origin: United Kingdom. 

United States institution: Brown University, Providence, R. I. 

Field of specialization: Aerodynamics. 

Reason for termination: To permit student to begin employment in English 
Electric Co. 

UNITED STATES STUDENTS 

Host country: Australia. 

Institution abroad: University of Queensland. 

Field of specialization: Agricultural economics, 

Reason for termination: Death in family. 

Host country: France. 

Institution abroad: University of Dijon. 

Field of specialization: Social studies. 

Reason for termination: Illness and insufficient funds to support family 
abroad. 

Host country: France. 

Institution abroad: Ecole Normale, Saint-Germain. 

Field of specialization: French language and assistantship in English. 

Reason for termination: Voluntary termination for personal reasons. 
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FOREIGN LEADERS 


Country of origin: Ceylon. 

Field of specialization: Police methods. 

Reason for termination: Emergency recall by Ceylonese Government due to 
local rioting conditions. 

Country of origin: Egypt. 

Field of specialization: Newspaper publisher. 

Reason for termination: Voluntary termination for personal reasons. 

Country of origin: Greece. 

Field of specialization: Government official. 

Reason for termination: Recalled by Government to assume cabinet position. 

Country of origin: Greece. 

Field of specialization: Labor and Government. 

Reason for termination: Recalled by Government to assume cabinet position, 

Country of origin: Iceland. 

Field of specialization: Newspaper editor. 

Reason for termination: Conditions at newspaper necessitated early return. 

Country of origin: Indonesia. 

Field of specialization: Government official. 

Reason for termination: Illness. 

Country of origin: Italy. 

Field of specialization: Radio and public opinion. 

Reason for termination: Deceased. 

Country of origin: Japan. 

Field of specialization: Labor. 

Reason for termination: Union urged return for hearings resulting from labor 
dispute. 

Country of origin: Kenya. 

Field of specialization: University president. 

Reason for termination: Preparation for impending visit of Queen. 

Country of origin: Netherlands. 

Field of specialization: Labor. 

Reason for termination: Fulfill speaking engagements. 

Country of origin: Pakistan. 

Field of specialization: Labor. 

Reason for termination: Government desired attendance at labor conference 
in Tokyo, 

Country of origin: Pakistan. 

Field of specialization: Government official. 

Reason for termination: Duties as Advocate General necessitated early 
return. 

Country of origin: Spain. 

Field of specialization: Newspaper editor. 

Reason for termination: Recalled for conferences. 

Country of origin: Thailand. 

Field of specialization: Economics. 

Reason for termination: Professional duties. 

Country of origin: Turkey. 

Field of specialization: Government official. 

Reason for termination: Official duties. 

Country of origin: England. 

Field of specialization: Journalist. 

Reason for termination: Attendance at Berlin conference. 

Country of origin: France. 

Field of specialization: Government official. 

Reason for termination: Illness, 


FOREIGN SPECIALISTS 


Country of origin: France. 

Institution in United States: Tucson (Ariz.) Daily Star. 

Field of specialization: Journalism. 

Reason for termination: Illness. i 
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STUDENT MUST LEAVE AFTER GRANT TERMINATION 


Senator Ferauson. Is there any way to advise these people that 
when they come here under this program they cannot stay here and 
obtain citizenship? 

Mr. Rivey. Yes, sir. Under the law, they are not permitted to 
stay. They come under student visas, and the very type of visa they 
have, means that once their educational project is completed, they 
have to go home. 

They are all advised. It is a part of the grant we give them. You 
may say it is a part of the small print, but it is a part of the grant. 

Senator Ferauson. Couldn’t you put that in large type, instead of, 
as the old insurance companies used to do, putting it in small type? 
Maybe that is what causes our trouble here. 

Mr. Riiey. It is all in the same size type, sir. 

Senator SmirH. Your rule is that they can’t stay unless they are 
on these? 

Mr. Riuey. Yes, sir. The only way they can stay is through a 
private bill. They have to go back. And the official opinion of our 
office is that there should not be personal bills to keep these people 
here. It cancels out all of the value of bringing them here, if you 
keep them here. We want them to go back. We bring them for the 
purpose of going back, not to stay, sir. 

Senator Smita. Don’t you think, then, there should be larger type 
to tell these students than they are expected to go back? It should 
be impressed upon them. 

Mr. Riuey. I believe that it is, sir. I believe that it is. 


COMMENTS ON SIZE OF COLLEGES ATTENDED BY FOREIGN STUDEN 


Senator Smirx. The Senator from New Hampshire had asked some 
questions about the size of the colleges that these people came to, 
and the institutions. Have you any standard on that? Don’t you 
think it would be wise to send them out to the smaller States, the 
smaller colleges, and so forth? 

Mr. Rixtey. Yes, sir. It is wise that they not all be concentrated 
on, shall we say, the east coast, the west coast, or any other part of 
the United States. 

1 have filed for the record some statistics on our 1953 program, 
which indicates what States the American grantees are from, and to 
what States the foreign grantees come. 

Senator ELLENpER. Mr. Chairman, in that connection, I made a 
quick calculation here as to where the students came from. And the 
State of New York has 722, as against 446 for the 13 Southern States. 
How does that come about? 

Mr. Riuey. I can explain that, I believe, sir. 

Senator ELttenper. Is there more intelligence in New York than 
there would be all over the South? 

Mr. Riuey. There are more colleges in New York. That is one 
thing. 
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FOREIGN STUDENT DOLLAR REQUIREMENTS UNDER FULBRIGHT PROGRAM 


Now, in placing these foreign students, bear in mind the fact that 
in this budget we are asking for, in the foreign-student category, 
money under the Fulbright program to bring in 1,278 foreign students. 
We are only paying the full fare, so to speak, all expenses, on 206. 
That means for over a thousand we must get private scholarships. 

Bear in mind the fact that these are graduate students. They 
are confined, therefore, to the colleges and universities which have 
graduate departments. 

Senator ELLenpger. You say you pay all expenses for 206? 

Mr. Riiey. Out of 1,278. 

Senator ELitenper. All right. How much of the expense do you 
pay for the remainder? 

Mr. Riiey. Just the international travel. 

Senator Ettenper. And how about their living expenses in this 
country? How is that paid? 

Mr. Rivtey. From private funds entirely. 

Taking another category: For example, I made a study of our 
foreign-professor program for 1953. Out of 12 countries, we brought 
in 349 foreign professors and researchers to perform advanced research. 
We put into that, in appropriated dollars, $186,000. The foreign 
governments and foreign institutions put in $337,000. Private insti- 
tutions in the United States put in $559,000. Other United States 
sources put in $57,850. In toto, here is a program which costs over 
$900,000, with $186,000 of that in United States appropriated funds, 
the rest of it being private funds. 


PROCEDURE OF SELECTING COLLEGE BY FOREIGN STUDENT 


Senator ELLtenpER. Now, how is the selection of the college made? 
Who does that? The student? Ordo you? 

Mr. Rixey. Let’s take, for example 

Senator ELLeENpER. Answer the question first. 

Mr. Ritey. Sometimes the student does. In case a student from 
France has a private scholarship in New York, he goes through the 
regular screening processes, and if we find he is a very high-type per- 
son, the type we would bring in under our program ordinarily, we will 
pay his transportation here and save our dollars for some other student 
who doesn’t have a scholarship in New York. That is one reason the 
scholarships are heavier in some States than in others. 

Senator Ettenper. Is that due to the fact that the student is given 
the privilege of making a selection? He selects the school from which 
he gets the scholarship? 

Mr. Riney. That is true in the case that I mentioned, sir. Now, 
in other instances, we will have, say, a good student from Pakistan, 
who wants to study, shall I say, comparative law, or some particular 
subject. When he applies, he writes out in great ‘et:il the type of 
course, what he wants to accomplish professionally, while he is in this 
country. We will turn his name over to the Institute of International 
Education in New York. We will say, “Do your best to try to get a 
private scholarship for this student.”’ 

That scholarship may be in any one of the 48 States. It may be 
that we can’t get a scholarship for him. So what do we do then? 
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We say, “Here is a topnotch fellow. We think it would be very 
beneficial to our interests to bring him into the United States. Here is 
what he wants to accomplish while he is here.” Then we try to find 
the best university in the United States that is willing to accept him, 
where he can fulfill that project. 

Senator ELLENDER. And in that case you make the selection? 

Mr. Rixey. In that case we make the selection. That is correct, 
sir. 

Senator ELLENDER. Now, in making another rapid calculation, |] 
find that in 8 States you have more than one-half of the people. 
More than one-half are going to colleges in those & States. Isn’t 
there some way by which you could have a greater diversity? 

Mr. Rivey, Sir, if you could have seen this picture some years ago, 
it would not be quite as good as it is now. We are making every 
effort that we can to get the colleges and universities in this country, 
in some of these States, to take these foreign students and to give them 
scholarships. 

Senator ELLENDER. Do you find any Opposition on the part of any 
of the schools in the different States to take these students? 

Mr. Ritey. Not where we pay the full fare for them. However, if 
a student wants to take on a program, let’s say again of comparative 
law, first we have to put the student in an institution where they 
teach comparative law. 

Second, we have to put him in a place where they have room for 
another student. So we run into that, as an operating difficulty. 


SITUATION WHERE FREE SCHOLARSHIPS \RE OFFERED 


Senator ELLENDER. To what extent are colleges permitted to vie 
with each other in obtaining these foreign students? 

Mr. Riney. I would say that the only way that they have of vying 
with each other is by offering free scholarships. 

Senator ELLenpER. And is there much of that? 

Mr. River. I don’t know the exact number of scholarships. | 
know in 1953 we had something like $7,350,000 worth of private 
money including scholarships put into this program. So there is 
quite a bit of it; yes, sir, 

Senator ELLENpER. Now, going back to the 13 Southern States, 
your record shows 446 students. as compared with 772 in New York. 
[ wonder if you could tell us the number of applicants from these 
States in contrast to New York: in other words, the number of students 
that were considered and turned down in the 13 Southern States as 
compared to New York. Can you give us figures on that? 

Mr. Ritey. I am not sure that our records will give us that. 

[ can say this, in general terms, that there are about 10 to 15 appli- 
cants for every scholarship that we have. 

I don’t think that you will find that it is any heavier in one part 
of the country than in the other, except as you reflect the number 
of students on campuses and the number of educational Institutions. 

My guess is that there are more American students, more uni- 
versities, in New York than there are in some of the Southern States. 
And I am sure that is true. I know it is true 
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FOREIGN STUDENTS IN MASSACHUSETTS 


Senator ELLEenpER. I notice the second in rank is Massachusetts, 
with 398 students. Would you say that is due to the fact that Mas- 
sachusetts has more schools? 

Mr. Ritey. More schools. I would say that is the major reason. 

Senator ELLENpeER. Is that the major reason? 

Mr. Ritey. That is the major reason, yes, sir. And also more 
schools that are willing to give free scholarships. 

Senator ELLENDER. In proportion to population we have quite a 
few schools in my own State, and I notice that we have only 36 
students. 


Mr. Riuey. Yes, sir. 
GRANTEES FROM ARKANSAS 


Senator ELLENDER. From Arkansas, the home of my good friend 
Senator Fulbright, who is what you might say the “daddy’ ” of this 
law, a portion of it, only 10 were drawn. 

Senator SmirH. Five each way. Five went and five came. 

Senator ELLENDER. Yes, five each way. 

Well, I think that situation will deserve your attention. 

Mr. Riiey. It is getting our constant attention, yes, sir. We are 
very sensitive to it. 

Senator ELLENDER. So as to get these people scattered around the 
country a little more. 

Mr. Ritey. I am a middle westerner myself, and I know what you 
are talking about. 

Senator ELLENDmER. I would hate for most of them to come from 
the Northeast, you know, including New York, New York——— 

Senator Smirx. Be careful now. 

Senator ELLENDER. And Massachusetts. Because we would like 
to give our southern variety if we can, a chance. We have good 
schools and good students in our Southern States. 

Senator Fereuson. You have this large number in New York. 
How many are at Columbia? 

Mr. Ruiney. I have no figures with me. I can furnish for the record 
the number of foreign students that Columbia University has as of 
now, under our programs. 


LETTER URGING ATTENDANCE IN SMALLER AMERICAN COLLEGES 


Senator Fercuson. For instance, we have this in a letter from a 
prominent person, who is in favor of this program: 


In my opinion, the foreign students coming to school over here would, unless 
there are compelling reasons to the contrary, be placed in relatively small schools 
and not located in large cities. Under these surroundings I believe they will get 
a much better perspective of life in the United States. I feel that the opportunities 
for really getting acquainted with us and obtaining a proper appreciation of our 
way of life are enhanced in the smaller schools and towns. Conversely, the likeli- 
hood of their segregating themselves into small cliques, sometimes limiting their 
associations almost exclusively to small groups of nationals and former nationals 
of their own country, as is often the case in large cities, is reduced. 


Now, I found that to be true in my own State, that where they went 
to the smaller schools the -y became presidents of their classes and took 
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a very active part in the class, because they were not segregated into 
the groups from the same country which wanted to take their time 
' and attention. 

Now, this comes from a man who has great experience in the field of 
youth and manpower. And | think it ought to bave very careful 
attention. 

Mr. Rivey. I agree with you very definitely, sir. 

Senator Fereuson. I wish you would give us a breakdown—lI 
suppose you bave one, and it wouldn’t take too much time—of the 
colleges that these people are sent to. 

Mr. Rivey. Sir, could I give you the breakdown for, let’s say, the 
fisce| year 1953? 

Senator FerGuson. That is what we are using bere. 

Mr. Riney. Yes, sir. That is correct. 1 will do my very best to 
furnish that for the record accurately. 

(Information referred to follows:) 


Placement of foreign-student grantees in the United States,' by State and institutional 
affiliation (1953-54 academic year) 
Alabama: 
Alabama Polytechnic Institute : a I 


Lloyd Nolan Hospital, Fairfield ;. l 
University of Alabama 6 
Ae waa mie Sehenvewaes . " — 5 
Arizona: 
Arizona State College rue aa iieaeaeaiaiaa is emplidinn mit oO tens 1 
Memorial Hospital, Phoenix - shen ie ee I 
University of Arizona_ -.---- ; ; 3 
Total win aoemiee jot 5 
Arkansas: University of Arkansas - -- i 4 


California: 
American Baptist Foreign Mission Society, Berkeley l 
Bank of America, San Francisco eet he : a ee l 
Barbara Ann Baking Co., Los Angeles__ ; ; l 
California Institute of Technology, Pasadena 7 
Caughey & Ternstrom, Los Angeles l 
Claremont Graduate School at Claremont 
Long Beach State College at Long Beach_ 
Mills College - ? 


Occidental College ] 
Pacific Union College, Angwin S l 
Pomona College ; i itnesh ‘ a l 
Queens of Angels Hospital, Los Angeles a 
San Diego State College_-_ ak alae 3 
Stanford University -—-_-_--- ; ; . 29 
Ward & Bolles, architects, San Francisco x bed l 
Western Precipitation Corp., Los Angeles l 
University of Southern California, Los Angeles 14 
University of California (all campuses) - -- - - ati al a aa ee 63 
We ecdmintnmas Siiaihi da nchiiath Mite ehnienk bin nin enigma te ated adnan 142 
— 


1 Excludes students from Germany and Austria. 


45431—54—pt. 2 6 
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Placement of foreign-student grantees in the United States,’ by State and institutional 
affiliation (1953-54 academic year) Continued 
Colorado: 
Colorado A. & M. College ‘ 2 
Colorado School of Mines, Golden 6 
National Jewish Hospital, Denver 
ft 


> } 


bt 


R 
University of Denver 
7 


l 
wis College. Denver ! 
} 


niversity of Colorado 10 


Total . on . 24 


Connectic 


Albertus Magnus College : 1 
Connecticut College e 7 2 
Hartford Seminary Foundatior ai baie = ] 


Weslevan [ versity fh 
Yale University 2s 


Total i : ; 17 
Delaware: University of Delaware l 


District of Columbia 


American University ; 5 
Bureau of the Budget i 
Bureau of the Census 
Catholic Sisters College ‘ 
District of Columbia General Hospital 2 
Embassy of France 1 
Gallaudet College 3 
George Washington University 9 
Georgetown University 7 
Howard Universit» } 
Library of Congress 9 


Florida: 
American Legion Hospital for Crippled Children, St. Petersburg __- ] 
Florida State University 2 
University of Miami 1 
University of Florida 


200... << : . 7 : ; oe a 


Georgia: 


Agnes Scott Colleg I 
Columbia Theological Seminary at Decatur I 
Emory University ; 
Georgia Institute of Technology . = 
Georgia State College for Women, Milledgevillk l 
St. Joseph Infirmary, Atlanta l 
University f Georgia 4 
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mae Placement of foreign-student grantees in the United States,' by State and institutional 
affiliation (1953-54 academic year)—Continued 
2 [llineis—Continued 
6 Illinois Institute of Technology 5 
| John Crerar Library, Chicago 1 
l Lindberg Steel Treating Co., Chicago 
1 Mac Murray College for Women | 
10 Mict acl Reese Hospital, Chicago ; 
Northwestern University 25 
24 Principia College, Elsah 2 
Rockford College 9 
Roosevelt College l 
l Southern Illinois University 2 
2 Wheaton College l 
| University of Chicago 76 
6 University of Illinois 50 
Total 182 
] Indiana: 
DePauw University 9 
Evansville College ! 
5 Purdue University 20 
I University of Notre Dame { 
l Indiana University 23 
2 Total 50 
3 lowa: 
2 Central College | 
7 Grinnell College | 
] lowa State College of Agricultural and Mechanical Arts 13 
2 University Hospitals, lowa City | 
State University of lows 19 
A 
Total. - . 35 
] Kansas: 
2 Bethel College, North Newton | 
1 Central Baptist Theological Seminary ] 
6 Kansas State College of Agriculture and Applied Science 2 
Kansas State Teachers College l 
0 Municipal University of Wichita l 
State Highway Commission of Kansas, Topeka | 
University of Kansas 37 
Total 14 
5 Kentucky: 
Louisville Municipal College 3 
St. Joseph Infirmary, Louisville I 
University of Kentucky 7 
Total 4 11 


Louisiana: 
Alexander Shipyard, Ine., New Orleans l 
Charity Hospital of Louisiana, New Orleans : 1 
Louisiana State University and Agricultural and Mechanical College 11 
Southwest Louisiana Institute, Lafayette 1 
Tulane University 7 


Total » ae 
Maine: Bowdoin College ; : ‘ 4 


i Excludes students from Germany and Austria 
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Placement of foreign-student grantees in the United States,! by State and institutional 
affiliation (1953-54 academic year)—Continued 
Maryland: 


Church Home and Hospital, Baltimore- ‘ ‘ 2 
Goucher College 4 
Hood College in. 1 
Hospital for Women, Baltimore . E 1 
Johns Hopkins University f ; Le 26 
Lutheran Hospital of Maryland, Baltimore l 
University of Maryland 1 
Total 


' 
' 
i 
' 
‘ 
i 
‘ 
‘ 
_ 


Massachusetts: 
Amherst College - pats aaa 
Andover Newton Theological School, Newton Center 
3eth Israel Hospital, Brookline___- 
Boston City Hospital 
soston College 
Boston University 
Bradford Jr. College, Bradford 
Children’s Hospital, Boston 
Clark University 
Clarke School for the Deaf rey 
Episcopal Theological School, Cambridge___-~___ 
Forsyth Dental Infirmary for Children, Boston _- : 
Harvard University aki a 


i 
' 
NK KN OK OWN > 





James Jackson Putnam Children’s Center, Boston 1 
Lahey Clinic, Boston l 
Massachusetts Eve and Ear Infirmarv, Boston _- 1 
Massachusetts General Hospital, Boston eer l 
Massachusetts Institute of Technology - ‘ Ben toe are 45 
Massachusetts Memorial Hospital _ - --- b ohehca i aoe I 
Mount Holyoke College ° in a a S 
New England Center Hospital, Boston - ; 2 
New England Conservatory of Music_ -- ‘ ii tees — 2 
Perkins Institute, School for the Blind, Watertown ; B : 1 
Radcliffe College : 2 7 3 
tegis College a -_ 1 
Simmons College math meee alvin we On 2 
Smith College “ee eet ae Stites Ea 5 
Springfield College Rt . Sos a aed Sane 5 
Springfield Hospital_-_-- = Sean 7 l 
Tufts College Z 9 
University of Massachusett 3 
Wellesley College 7 
Wheaton College 2 
Williams College 3 Teeeeeeens eScSeeea Ll teeel eee 2 
William Lawrence Galvin, architect, Cambridge ‘ Lea ea l 
a Te ee 2 

NE Sis cian c a on alae cng halen ultiamere eeediaintaiwe 220 


Michigan: 
Burroughs Adding Machine Co., Detroit 1 
Ford Motor Co., Detroit ‘ eat i — in dat eae ace dare as 1 
Henry Ford Hospital, Detroit__-~---- RS SE 1 
Highland Park General Hospital_-_-_---- 1 
Hurley Hospital, Flint_ - eee > —* I 
Mercy College, Detroit ] 


Michigan State College ___- ; . Sale 2 eae eee 9 
St. Joseph’s Hospital, Ann Arbor < 1 Sere A: Be Fos l 
Wayne University : etwas ete caves 4 
Western Michigan College of Education bass, ] 
University of Detroit 3 1 
SPeVGntIG OF GI. Se ads Cc cRe ee oe. ee rcun 68 


I eee ee ora re Sntis: iaiti tae ha talc teen inten enna ‘A 90 


1 Excludes students from Germany and Austria. 
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Placement of foreign-student grantees in the United States,’ by State and institutional 


affiliation (1953-64 academic year)—Continued 

Minnesota: 

Carleton College 

College of St. Catherine 

College of St. Teresa 

Lutheran Welfare Society, Minneapolis 

Mavo Foundation, Rochester 

Northern States Power Co., Minneapolis 

Northwestern Hospital, Minneapolis 

St. Olaf College 

Westfield State Sanatorium 

University of Minnesota 


Total 


Mississippi: 
Kast Mississippi Junior College, Scooba 
Mississippi State College 
University of Mississippi 


Total 


Missouri: 
Central Institute for the Deaf, St. Louis 
Central Missouri College 
Cottey College, Nevada 
Kansas City Conservatory of Music 
Lindenwood College for Women 
Northeast Missouri State Teachers College 
St. Louis City Hospital 
St. Louis University 
Southeast Missouri State College 
Washington University 
University of Missouri 


Total 
Montana: Montana State University 
Nebraska: University of Nebraska 
New Hampshire: Dartmouth College 


New Jersey: 
Drew University 
Fair Oaks Sanitorium, Summit 
Margaret Hague Maternity Hospital, Jersey City 
Mercer Hospital, Trenton 
New Jersey State Teachers College, Trenton 
New Jersey State Teachers College, Upper Montclair 
New Jersey City Medical Center 
Overlook Hospital, Summit 
Princeton Theological Seminary 
Princeton University 
Rutgers University - 


Total. - ..: west pd 
New Mexico: University of New Mexico- -- 


New York: 

Adelphi College 

Albany Hospital 

Alfred University - - - : 
American Academy of Dramatic Art : 
American Nurses Association, New York City 
American Trading Co., New York City 
Bank of Tokyo, Ltd., New York City 
Bard College__---- ; sas Ree in es do co april aclabtinas Gites 
Bellevue Hospital, New York City _-_----- 


Excludes students from Germany and Austria. 
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affiliation (1953-64 academic year)—Continued 


New York—Continued 


Brooklyn Museum Art School 

Brown Bros., Harriman & Co., New York 
Buffalo General Hospital, Buffalo 

Carl M. Loeb, Rhoades & Co., New York 
‘arnegie Institute, Departme nt of Genetics, Long Island 
‘hase National Bank, New York C ity 

‘ity College of the City of New York 

‘olgate University 

‘olumbia Presbyterian Medical Center 

‘olumbia University 

‘olumbus Hospital, New York City 

‘ornell Unive rsity 

Daiich, Bussan Kais Ltd., New York City 

De Leuw «& Brill, e ngineers. New York City 

Doctor’s Hospital, New York City 

Eastman Dental Dispensary, Rochester 

Elmira College 

Flushing Hospital, Flushing 

Fordham University 

Fordham Hospital, Bronx 

French Hospital, New York City 

Guaranty Trust Co. of New York 

General Theological Seminary 

Goldwater Memorial Hospital, New York City 
Greenpoint Hospital, Brooklyn 

Guggenheim Dental Clinic, New York City 

Hamilton College 

Haskins Laboratories, New York City 

Hillside Hospital, Long Island 

Hospital for Joint Dise sases, New York City 

Hospital for Special Surgery, New York City 

Hunter College of the City of New York 

Irvington House, Irvington-on-Hudson 

Jewish Sanatorium and Hospital for Chronic Diseases, Brooklyn- 
Julliard School of Music 

Kings County General Hospital, Brooklyn 
Lenox Hill Hospital, New York City 
Lincoln Hospital, New York City 

Long Island City Hospital, Long Island 
Maimonides Hospital, New York City 
Manufacturers Trust Co., New York City -__- 
Mary Immaculate Hospital, Jamaica, New York City_....-...----- 
Memorial Center for Cancer and Allied Diseases, New York City- 
Montefiore Hospital, New York City___-- 

Mother Cabrini Memorial Hospital, New York City - 
National Cash Register Co., Ithaca 
National City Bank of Ne .w York 
New Rochelle Hospital, New Rochelle 
New School of Social Research, New York C ity - 
New York Central Railroad : 

New York Lying-in Hospital, New York C ity. 


RA 


New York School of Interior Design, New York City. navies lo series 


New York State Department of Health 

New York State Teachers College, Albany _- 
New York State Teachers College, New Paltz 
New York State Teachers College, Plattsburg 
New York University ae 
Nihon Keizai Press, New York C ity. . . ell 
Mount Sinai Hospital School of Nursing, New York City 
Mount Vernon Hospital, Mount Vernon 

O. 8. K. Division, American Hawaiian Steamship Co., New “York C ity 


1 Excludes students from Germany and Austria 
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Placement of foreign-student grantees in the United States,' by State and institutional 
affiliation (1953-54 academic year)—Continued 


New York—Continued 


Percival Goodman, architect l 
Polytechnic Institute of Brooklyn 7 
Ray Brook State Tuberculosis Hospital, Ray Brook l 
Rensselaer Polytechnic Institute uy 2 
Rockefeller Institute for Medical Research 2 


Russell Sage College. 

St. Bonaventure College 

St. Francis Hospital, Bronx 

St. Lawrence University 

St. Mary’s Hospital, Rochester 

St. Vincent Hospital, New York City 

Sarah Lawrence College 

Sea View Hospital, New York City 

Seton Hospital, Bronx 

Skidmore College 

Sloan-Kettering Institute for Cancer Research, New York City 
Strong Memorial Hospital, Rochester 

Sydenham Hospital, New York City 

Syracuse University 

State University of New York, Syracuse 

Trudeau School and Sanitorium, Trudeau 

Union College and University 

Union Theological Seminary 

United Nations, New York City 

Unity Hospital, Brooklyn 
U 
t) 
Vv 


niversity of Buffalo 


Tt ie et ee SII DO OT i Rt 


niversity of Rochester 25 
assar College ; i ; fe 2 
Webb & Knapp, Inc l 
Wells College 1 
Total 384 
North Carolina: 
Davidson College I 
Duke University 10 
East Carolina Teachers College 1 
Mars Hill College l 
Meredith College l 
Salem College , d 3 
State Hospital at Butner l 
University of North Carolina " 12 
Total 30 
North Dakota: University of North Dakota . l 
Ohio: 
Bluffton College l 
Camp William Butterworth l 
Cincinnati Milling and Grinding Machines ] 
Case Institute of Technology ‘ 2 
College of Wooster l 
Dennison University 7 I 
Good Samaritan Hospital, Cincinnati l 
Grailville Institute, Loveland I 
Holzer Hospital, Gallipolis _- i l 
Kent State University | 2 
League Park Neighborhood Center, Cleveland_-__- I 
Miami University - on gu l 2 
Oberlin College , ‘ iu 2 
Ohio State University ‘ice 28 
Ohio University . ; & 


1 Excludes students from Germany and Austria. 
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Placement of foreign-student grantees in the United States, by State and institutional F 
affiliation (1953-54 academic year)—Continued 
Ohio—Continued ; E 
eek) Tn TIONG we he heel dete L 2 
Schauffler College of Religious and Social Work, Cleveland_..._...... 1 g 
University of Cincinnati___---- abidahh wc Juseeas datas wth waci 3 4 " 
University Hospitals, Cleveland -_ - aid Ub nhiis Jadedone eS. sted St. l i 
Western Reserve University................-.--2.----~-ceseeu eee 9 } 
I Ge me mncinannnaiitl ah 1eee timteest 2 
EE A ee = ae ae 71 
= 7 
Oklahoma: 
Cee a ie oe arch denn d -end> obi eeebdadeee ee 2 
Phillips University ___ “ae winked hata 1 
University of Tulsa ‘ onan tts doers 3 
University of Oklahoma- - es pad. elmticcen cosale 4 
Bete 3s dwdind wwe Pikes winectns tated tans wines aitniansdedtaati 20 
Oregon: 
Oregon State College__- : oars titi emeane £0 
Reed College p jin dee babe eden ei 2 
Southern Oregon College of E ducation Gx . le ditinducel.. 1 " 
Willamette University . > recat act f. 1 
University of Oregon___-------- ‘ ‘ ee ee sina ‘SO 
Total _ - eee : jee beth bo a 24 
Pennsylvania: 
American Engineering Co., Philadelphia__- ‘ aaniieks : 1 
Allegheny College - - - ; ‘ pith ammaeenl be -cbehe th 2 
Beaver College - ; : stetabban dsinbdontd 1 1 
Bryn Mawr College ‘nis 6 
Bucknell University ___- 6s binteght i= 3 
Carnegie Institute of Technology : : se 3 
Dickinson College i aduabile wm c'epteied Atanas ot be 1 
Franklin Institute, Swarthmore ninbinss eeeteiath l 
Gannett, Fleming, Cordry, and Carpente r, Harrisburg_--—-- sald ideal on L 1 
Hahnemann Medical College and Hospital _ ee et ee Lonel! > temnol 1 ’ 
Haverford College .- le shige) 112 8S ee hw l 
International Institute of Philadelphia __- sei seeps ahh eneehh- 1 
Koppers Company, Pittsburgh - -- - - scale ‘. » = seeehlas > «pekaelt 1 
Lafayette College las , scsstiaidh «sane hentia bh ake 1 
Lehigh University _ _- ' 4 gucsmuskdased-saernieuiins) 8 
Mercy Hospital, Pittsburgh. sa . Fixe ak meets 1 
Messiah College, Grantham__ oe eRe ; woledacl «= 1 . 
Peanavivenie tiabe Coeee. «asa keds da veka dc <cdemedtnch cesariat) at 9 
Pennsylvania State Te achers ( Yolleg ge, Indiana. Ghia 0 Ghat dies 1 
Philadelphia General Hospital___--- ere ra cdiaeils rk seeps acess aie We 1 
Polk State School___._-- eat aein id Sa eel iin we sttratelless Aacecentbenss + 1 
Reading Hospital__- -- --- iss sand it ad ox totic bf 4 Shtiaae & 1 
St. Christopher’s Hospital, Philadelphia_ _-. en& breads caceitbi Al ~ndeisoreeces > 1 
Bs: Liske’s Blonnttal, Metigneen...... css -~ asenecnviced-d0 eshdiinns oud 2 
Samuel I. Oshiver Architectural Firm, FP DESOMBNO~ 600 6 > W~ dee smbiend 1 
Swarthmore College__......------- rssh asguip se oacet® Maesatadehl b ahiaeleemel L 1 
SS Se iksin pec okie cttient d+ Litumed bh aiasivaniak bect> 4 
Westinghouse Ele trical C Ec PIE iiiiinned- odiudicaed ~cleindiiees > 1 
Wills Eye Hospital, Philadelphia crete neath pddlues > alenidieate bl tonledl 1 
Wharton School of Finance and Commerce-_-_-____--..-.-_--..------ 2 
Women’s Hospital of 7 enna (ees d-hwed nnd dans «death etsdied 1 
University of Pittsburgh____--_- ; he Littiwettbimeuin deisel’ 10 
University of Pennsylvania--_--_---- are sn guia ie unioblan > aus betesid > 38 
I aie a tea ts win ae a ps alr as ms cnt en ce ee 109 


1 Excludes students from Germany and Austria. 
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Placement of foreign-student grantees in the United States,’ by State and institutional 
affiliation (1953-64 academic year)—Continued 


Rhode Island: Brown University 11 


South Carolina: 


Converse College 2 
Furman University l 
Winthrop College l 
Total { 
Tennessee: 
Baptist Memorial Hospital, Memphis 1 
George Peabody College for Teachers 3 
Memphis State College l 
St. Mary’s Hospital, Knoxville l 
Southwestern at Memphis 1 
Vanderbilt University 1 
University of Chattanooga I 
University of Tennessee j 
Total 10 
Texas: 
Baylor University 1 
Canderson, Clayton & Co., Houston _- = 1 
Rice Institute 3 
Southwestern University 4 
University of Texas 21 
ielcahainicheeeemments manga , 30 
Utah: 
Latter Day Saints Hospital, Salt Lake City__._-- i J 1 
Utah State Agricultural College aaa ; , 3 
University of Utah rt dakb ald baad ale ca . g $ 
IR ct a Sica sania csinicen 0, RASEMD o Race Saeco : ea 8 
' 
Vermont: 
Middlebury College ; l 
Putney Graduate Se hool of Teacher Education 1 
University of Vermont and State Agriculture College 2 
ID i ie aly ct inden ice Ta ial a eal 1 

Virginia: 

Chesapeake and Ohio Hospital, Clifton Forge _- » alah l 
College of William and Mary aes? J l 
Longwood College Binsin ice L OD seed es , a l 
Mary Baldwin College. - _- co ; - lise ] 
Randolph-Macon Women’s ¢ ‘ollege i : «cubis 2 
Sweet Briar Coliege hn oe : ae ca 2 
Washington and Lee University ; rok 1 
University of Virginia__--~_- ‘ si i i 7 

a bis bette dk haial« Midas anions shits takin eaalnaes ia iceatiiaidiciat® ie 
Washington: 
National Bank of Commerce of Seattle_______-- sail : l 
Pudget Sound Pulp & Timber Co., Bellingham _ -- Kwdsiblawmdiss ‘ l 
Sacred Heart Hospital, Spokane--_-----~- -- nadnis tae se a l 
State College of Washington - eee peng 7 
Western Washington College of E iducation._...___- i Bek Hd I 


1 Excludes students from Germany and Austria. 
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Placement of foreign-student grantees in the United States, by State and institutional 
affiliation (1953-64 academic year)—Continued 


W ashington—Continued 


Whitman College ee. sn it de tote toh at da ede aa Bes ee 1 
Whitworth College__________ ; ee bead SbhE OO SOOO 1 
University of Washington __-_------ icwsiewnad ee cSRGues etee 35 
Total ; : wtwtbudacs wink @ 
West Virginia: 

Vincent Palloti Hospital, Morgantown - ‘ . 4 : g 1 
West Liberty State College. 2a 1 
West Virginia University -- otek bist. si wuE . a 1 
Total ‘ ; od 3 


Wisconsin: 


Beloit College e l 
La Crosse Lutheran Hospital stiat 2 
Marquette Universit, 2 
Milwaukee Downer College | 
University of Wisconsin 43 
Total 49 
Wyoming: University of Wyoming 3 
Excludes students from Germany and Austria 
Summary 
Alabame 8 | Montana__. 6 
Arizona 5 | Nebraska 2 
\rkansas +t| New Hampshire | 
California 12) New Jersey 44 
Colorado 24| New Mexico 3 
Connecticut 17| New York 384 
Delaware 1| North Carolina 30 
District of Columbia 29} North Dakota l 
Florida 10 | Ohio 71 
Georgia 16 | Oklahoma 10 
Illinois 182 | Oregon 24 
Indiana 50| Pennsylvania 109 
lowa 35 | Rhode Island. _ - 1] 
Kansas : 14) South Carolina. ____- } 
Kentucky 11 | Tennessee 10 
Louisiana 21 | Texas___ 30 
Maine | Utah 8 
Mervland 24| Vermont t 
Massachusetts 220 | Virginia i 16 
Michigan 90} Washington cca 48 
Minnesota 79| West Virginia / 3 
Mississippi 5 | Wisconsin 19 
Missouri 38 | Wyoming sad 3 
Total foreign students « 1,960. 
States represented _. 45 and the District of Columbia 


Mr. Rimey. I think it might be well to mention that one good reason 
for this program is the fact that we can give a better distribution to 
the foreign students who come here than they might have if they 
came on their own. ‘There is a considerable foreign student popula- 
tion in this country. But under this program, we can select them, 
and to a great extent we can place them in the colleges and univer- 
sities. I think that our distribution compares very favorably with 
the general foreign student population in this country. 


a 
‘ 
z 
2 
A 
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Senator Fercuson. Wouldn’t you think if they did go to a school 
where there were very few foreign students, it would be of great 


benefit to them? 
Mr. Ritey. I certainly do, sir. Yes, sir. 


COURSES PURSUED BY FOREIGN STUDENTS 


Senator Fercuson. You mentioned one course in comparative law. 
Do these students come and take the regular course and take exami- 
nations, or do they come in and take one course, like comparative 
law? 

Mr. Ritzy. Well, to begin with, they are graduate students, so 
they are not thrown into the regular undergraduate hodgepodge, so 
to speak. In some institutions they set up regular courses for them. 

Senator Fereuson. Aren’t they all graduate students? Only 
graduate students? 

Mr. Ritey. What about that, Frank? Is it 98 percent? 

Mr. Coutuiegan. Yes, sir; graduate student or the equivalent thereof, 
and by that we mean people who have completed all the work they 
could normally be expected to complete in their own countries; so 
that by far the great majority of them are graduate students in the 
literal sense of the term, and at all events they are people who have 
pretty much completed the equivalent of a college education in their 
own country before coming here. 

Senator Ferauson. Do they have to be able to speak English? 

Mr. Riney. Yes, sir; they do. 

Senator Fierauson. Before they come? 

Mr. Riney. Yes, sir; and citizens of their respective countries 


SELECTION OF AMERICAN STUDENTS 


Senator ELLENDER. How about the selection of the students from 
the United States to send abroad? Is there any difference in the 
method of selection, as to those who are sent abroad and those who 
come in from abroad? 

Mr. Ritey. The same general criteria apply in both instances. As 
[ explained, I believe, before the Senator came in, they go through 
campus screening and then State screening and then a national 
screening. 

Senator ELuenper. I didn’t mean from that standpoint. I meant 
so as to get a better distribution throughout the United States. 

Mr. Rizey. Iam sorry. I don’t understand the Senator’s question. 

Senator ELLENDER. It is said now we should draw students from 
all over the country rather than only a few States. In selecting stu- 
dents to send abroad, do you proceed along the same line in obtaining 
them from various colleges as you do in getting them to come from 
abroad and g go to various colleges? 

Mr. Rimey. Yes, sir. 

Senator ELLENDER. Is it the same thing? 

Mr. Rixtey. Yes, sir. Take, for example, after they go through 
the campus screening and then the State screening. Then at the 
national level we pick the best students from the standpoint of 
suitability and professional qualifications. 

Senator ELLENDER. You mean those that are to be sent from here? 
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Mr. Ritey. Yes, sir. 

Senator ELLeENDER. Well, now, would you be able to tell us of all 
the applicants whether or not the percentage as to New York, let’s 
say, is greater than it would be, say, in any Southern State? 

Mr. Riney. I would say that as far as the students go, there is a 
direct relationship between the American student population and the 
number of applicants. Does that answer the Senator’s question? 

Senator ELLENDER. Should you have 50 applying from Arkansas 
and 500 from New York: Would the percentage be the same as to 
those taken and those turned down? 

Mr. Ritey. They would be selected on the basis of their qualifica- 
tions, sir. It is quite possible that all 500 from New York, or none of 
the 500 from New York, would be selected. They are selected on the 
basis of their qualifications. 

Senator McCarran. What is the fact? Not what might be, but 
what has been the fact as regards the selection? Are the greater 
number of the 500 from the more populated States? 

Mr. Rixey. I can’t answer that. I don’t know the answer to that 
specific question, Senator McCarran. 

Senator ELLenpER. Would there be a greater number of applicants 
selected out of New York, let’s say, than Arkansas? 

Mr. Rriey. In proportion to the number who apply? 

Senator Ettenper. That is right. 

Mr. Rixtey. I don’t know. I don’t have the facts with me. I am 
sorry, sir. 

AMOUNT REQUESTED OF BUDGET BUREAU 


Senator Smiru. Mr. Riley, is the amount that appeared, the amount 
the House considered here, $15 million, or whatever it was, the amount 
that you originally asked for, that you presented to the Bureau of the 
Budget, or did you ask for more money than that originally? 

Mr. Rizey. We asked for more money from the Bureau of the 
Budget. Our reason for that was that our ceiling for 1954, as the 
Senator may recall, was a result of an allocation made after the total 
appropriation was made last year for the United States Information 
and Educational Exchange program. It was all in one appropriation 
last year. Out of that, we got our $15 million level for this year’s 
operation. We felt that in view of all of the reports that we received 
from our embassies abroad, we probably should have more money 
than that. We went into the Bureau of the Budget for approximately 
$18 million this year, sir. And, as you know, there is every effort to 
try to hold these appropriations at or below the present going rate. 
So we were cut back to the $15 million level. 

We had considerable funds in that request for an increase in the 
Far East, for example; also for the Near East; and quite a considerable 
increase for Latin America; a very small increase in Europe. 

So we asked the Bureau of the Budget for just under $18 million. 

Senator SmirnH. You would have used that in those areas, in the 
Near East and Far East, had you gotten more money? 

Mr. Ritey. That was our plan, sir. 


BASIS OF ORIGINAL ESTIMATE 


Senator Smirx. Was that based on the information you got from 
our embassies in those areas? 
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Mr. Ritry. That is right. From the embassies and from these 
binational foundations abroad, which are right close to the problem. 

Senator Smirx. Did they feel that they had the qualified students 
to come over? 

Mr. Rivey. In the case of students; yes, sir. You see, the programs 
are planned country by country—some countries, for example, don’t 
recommend any students coming to the United States. It varies from 
country to country. Some want to put the emphasis on the professors, 
others on the teachers, others on the leaders. Some want a balanced 
program including all the categories. 


COMMENTS ON VALUE OF PROGRAM BY GROUPS 


Senator Smi1a. Which do you find from your experience is probably 
the best and most fruitful for us: the teac hing group, or the leader 
group, or the straight students? 

Just as a comment, I rather felt that it would be the student group, 
and not only the graduates. We found that with the Belgian students, 
like Paul Van Zeeland, who became Foreign Minister and Prime 
Minister. I could neme a lot who came from the student group and 
not the teacher group. The teachers didn’t have enough to offer here, 

Mr. Rixuey. That is a difficult question to answer. It depends a 
great deal on the foreign student we bring here. 

No. 1, we find 90 percent of them make B grades or better, which 
will compare very favorably to our American students. About 33 
percent of them make A grades. Some 75 percent of them that we 
bring in are not students at home. They are prominent professional 
men, newspaper editors, lawyers, doctors, government officials, aad 
people like that, who come here to, shall I say, whet up their pro- 
fessional knowledge. So you find in the student group, for example, 
the exact same type of person that you might bring in under the 
leader program. 

We have bere now a student from Cairo, Egypt. I received word 
just recently—she is going back there in June—that she has been 
appointed district attorney in Egypt. It is the first time in any near 
eastern country that a woman has been appointed to the position of 
district attorney. 

Senator Smirx. How long has she been here? 

Mr. Rixey. She has been here since last year. She was here for 1 
year. She is going back next June. 

Senator Smits. She took work in law here? 

Mr. Ritey. In law. I don’t know the school she is in. 

Senator Smiru. I understood you to say earlier that you had about 
10 applications for every spot you had to fill. It that an overstate- 
ment? Does that imply around 50,000 applications, taking it both 
ways? 

Mr. Rixey. I think it is an understatement, sir. I think I am on 
the safe side there. 

Senator Smiru. Of course, that might mean a lot of people wanting 
to joy ride—not really serious contributors, 

Mr. Rivey. Yes, sir. 

Senator SmirH. I would say that was a very great expression of 
interest, if you had that many. Do you think that applies both 
ways—both from over there and here? 
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Mr. Rivey. Yes, sir. I think there are more foreign people who 
apply proportionately than there are Americans. When you get to 
the professor category, for example, we have to go out and recruit 
professors to go to some of the less sophisticated countries. They 
can’t enhance their professional standing, particularly, by going to 
these countries. They feel that way, at least. The living conditions 
are rather difficult in some of the countries. And we have to recruit 
good people. If we would depend on the few who might apply for 
those opportunities, you might run into a bunch of escapists, shall 
I say, or people who just want to make a change—go for a joy ride. 
So rather than take second-rate people, we go “out and recruit pro- 
fessors to go to some of these countries. 

Senator Smira. Where you bring students from over there or appli- 
cants from over there, do you have a local committee of native people? 


FUNCTIONS OF BINATIONAL COMMITTEES 


Mr. Riuey. Yes, sir, a binational group in every country, made up 
of prominent Americans and prominent local people in the com- 
munity. In the countries with which we have Public Law 584 agree- 
ments, that is required by the law. In the other countries, we have 
found that it makes it more meaningful that the ambassador appoint 
such a binational committee. 

Senator Smit. I know in Belgium, in the work we did over there, 
we had a native Belgian group that did the selecting primarily, 
although we had some Americans who happened to be in Belgium 
serving with them, but primarily it was by the Belgians themselves. 


FINNISH PROGRAM 


I think in the Finnish plan, under that Finnish aid business, in con- 
nection with the Finnish debt, there is such a committee. 

Mr. Riuey. Yes, sir; there is a Finnish committee. 

Senator Smirx. And I think it has been very successful. 

Mr. Riuey. Yes, sir. 

Senator McCarran. You are referring in your testimony to the 
Fulbright and the Smith-Mundt people, both? 

Mr. Rirey. Yes, sir. 

Senator Smira. You handle them the same way, don’t you? 

Mr. Ritey. The same way. We work them together. In Finland, 
for example, we use the Finnish war debt money for paying the grants 
for the leaders that we bring here. We use Smith-Mundt money for 
paying that part of my salary, shall I say, which is attributed to the 
Finnish program. 

In the case of a professor that we send to Finland, we use Fulbright 
foreign currencies, and save the Finnish war debt money to the extent 
that we can use the foreign currency. 

We also, as I have stated, use private scholarships to the maximum. 
So you might say in the country of Finland there are four sources of 
money, private, foreign currency, Smith-Mundt, and Finnish war 
debt. 
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COMMENTS ON SELECTION OF SMALLER AMERICAN COLLEGES 


Senator Smirn. I share the view expressed here that probably it 
would be helpful, as Senator Ellender suggests, to get more of these 
foreign people scattered throughout the country in the smaller insti- 
tutions, where they can learn American life, rather than a great insti- 
tution like Columbia. Ihave nothing against Columbia. 1 graduated 
there myself in law. But I don’t think Columbia can offer much to 

Finn, say, or a fellow from Pakistan, as compared to a college in, 
say, Louisiana. 

Senator ELLENDER. I would say in the smaller colleges those boys 
and girls sent there would get more attention. 

Senator Smiru. They get more mixing with the kids than in some 
of the big mass places. I think that is one of the big items. 

Senator ELLENDER. But in Columbia, I suppose you couldn’t tell 
one from the other. 

Senator Smirx. Well, they have large groups of foreigners, and they 
tend to clique together. That is the ‘obje ction, I would think. 

Senator FErauson. I have some questions here I would like to ask. 


CHINESE AND KOREAN STUDENT PROGRAM 


Tell us about your emergency aid program to the stranded Chinese 
and Korean students in the United States. 

Mr. Ritey. That was part of a mutual security appropriation back 
some years ago. As China went behind the Iron Curtain, there were 
certain prominent educators and Chinese students in this country 
whose sources of funds were cut off. They could not finish their 
educational objectives in this country. So the Congress saw fit to 
appropriate money for the purpose of helping these stranded Chinese. 

Then a year or so later they expanded that to Korea, to people from 
Korea. 

In 1955, we plan on spending $200,000 of that money. In other 
words, that will be the end of that program. 

Senator Fercuson. Where do you get that money? 
program? 

Mr. Riney. No, sir. It is not a part of this appropriation. It is 
a& no year type appropriation, that came under a mutual security 
appropriation some 3 or 4 years back. 

Senator Fercuson. Does that apply to Koreans as well as Chinese? 

Mr. Rivtey. Koreans as well as Chinese who were stranded in this 
country, yes, sir. 


Under this 


GERMAN TEEN-AGE PROGRAM 


Senator Frereuson. Then you have another type of program, 
known as the high-school or teen-age program. 

Mr. Rizey. That is under the German program only. That was 
started by the Army during the reorientation, denazification days, 
when Germany was an occupied territory. We brought in these 
youth, and as a matter of fact, we are still bringing some in, under the 
German program. I believe that is something that this committee 
will address itself to tomorrow, sir. We bring in these teenagers to go 
to high school. 

Chairman Brinces. Is that under the former ambulance program? 
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Mr. Ritey. The American Field Service works part of that program 
for us on a contract basis. I think they handle about a hundred 
German teen-agers a year for us. We pay only the transportation, 
for bringing them over and sending them back. They select the fam- 
ilies with whom these children will live. 

I think it is interesting to note, there, that the total cost of that 
program in 1953 was something under $50,000, whereas the American 
Field Service itself had a much larger program, close to a half million 
dollars. Less than 10 percent of their total program was Government 
money, sir. 

Chairman BripGes. Is it your plan to increase or decrease that 
program? 

Mr. Riiey. That program is being decreased. 

Chairman Bripces. Why? 

Mr. Riney. That is the recommendation which comes from the 
High Commissioner’s office. The High Commissioner will be here 
tomorrow. ‘That is the only answer I can give at this moment, sir. 

Chairman Briners. Well, have you received any word as to ‘how 
they are going to decrease these teen-agers, where private people are 
willing to pay 90 percent and the Government pay 10 percent? 

Mr. Ritey. The budget for Germany was cut considerably this 
year. They have a relatively small program compared with last year. 

Senator Ferauson. What has this got to do with the budget? 
The Germans don’t put anything in this, do they? 

Mr. Ritey. I am talking about the appropriation under the govern- 
ment in occupied areas. That is another appropriation. 

Senator Frercuson. Yes; but here is an educational program. 
You come in and ask the full amount of your other programs, and 
then you come in and cut this teen age, where these students come 
over here from the high school, where they learn really some of 
the fundamentals. And the Government pays 10 percent and the 
private people pay 90 percent, and you cut that one. 

Mr. Rixey. Sir, the entire program of exchange with Germany 
and Austria has been cut. I don’t have any of the German figures 
with me here today. I don’t know about the proportion. 

Senator Frrecuson. But why do you cut this program, where 
the people are paying 90 percent? 

Mr. Ritey. That is true in several of the programs, that much of 
it is paid by private. 

Senator Fercuson. In the Fulbright program it certainly isn’t. 

Senator KNowLanp. You are speaking of what part of the 
programs? 

Mr. Ri EY. Today I am testifying on that part which does not 
include Germany and Austria. Tomorrow I understand Ambassador 
Conant is coming up to justify the German budget and someone else 
is coming before this committee tomorrow on the Austrian budget. 

Senator Fercuson. But you don’t fit these other programs into a 
certain country like you did this one. That is what I am talking 
about. 

Mr. Ritey. We do, as a matter of fact, sir. 

Senator Fercuson. You mean to say that you are going to fit this 
program, this educational program, in Iran and in Egypt and the other 
places, on the basis of the amount of money that we appropriate for 
use in those countries? 
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Mr. Ritey. To an extent. Of course, we work on the basis of, shal] 

[ call them, priority countries, in a sense. In other words, we con- 
a in which countries our program will be more meaningful, which 
countries we should put the emphasis on. 

Senator Ferauson. Who determines that? 

Mr. Ritey. That is determined by missions in the countries and the 
geographic political people of the Department of State, sir. 

Senator Ferauson. So what you are going to do now is cut down the 
number of Austrian and German students? 

Mr. Riuey. As a matter of fact, we are cutting the entire exchange 
program with Austria and Germany. Our appropriation was de- 
creased quite a bit in 1954. 

Senator Fereuson. Isn’t this a specific appropriation for this educa- 
tional program? 

Mr. Ritey. This one today has nothing to do with Germany 
and Austria. 

Senator Ferauson, I appreciate that. But why do you separate? 
Why don’t you come up here and ask for an appropriation for 
education? 

Mr. Ringey. Mr. Wilber? 

Mr. Witsper. Mr. Chairman, it has been the establish ed practice 
that all of the activities in Germany and Austria, as long as they are 
in occupation status, should be financed from the one single appro- 
priation, government in occupied areas. And that pattern was 
followed this year, with the exchange-of-persons program. 

Senator Fercuson. Do you know why they are cutting this teen- 
age program, this high-school program, and not cutting the other 
programs? 

Mr. Witser. No; I don’t, Mr. Chairman. I am sure Dr. Conant 
will have the answer for us when he appears tomorrow or the next 
day. 

Senator Frerauson. Then it is on his recommendation that it is 
being cut? 

Mr. Wiper. He is the administrator of the program; yes, sir. 


ASSISTANCE TO AMBERICAN-SPONSORED SCHOOLS IN LATIN AMERICA 


Senator Ferauson. Well, can you tell us the situation of aid 
American-sponsored schools down in Latin America? 

Mr. Ritey. Yes, sir. We have in this budget for that purpose, 
$135,000. 

Senator Ferauson. Now, what is our portion of the cost to oper- 
ate these schools in these other countries in South America? 

Mr. Rivey. It is between a $6 million and a $7 million program. 
The cost of running these schools is between $6 million and $7 million. 
[ haven’t figured the percentage. I think it is something less than 2 
percent that we are putting into it, shall I say, to keep the North 
American influence in these schools. There are some 80,000 students, 
[ believe, going to those schools. We work this program through a 
contract with the inter-American school service of the American 
Council on Education, and there are actually over 200,230 American 
schools in Latin America. There are 35 which are community 
sponsored, which are independent schools completely. There are 241 
denominational schools, American. There are 41 company schools 
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and 3 private schools. They have a total student population of 
better than 80,000. 

Now, through our contract, we propose to give assistance to, I 
believe, 19 or 20 schools in about 15 countries. 

Senator Ferauson. Can you name the countries, or have them 
inserted in the record? 

Mr. Rivey. I can name them, sir. Argentina, Bolivia, Brazil, 
Colombia, Costa Rica, Cuba, Dominican Republic, Ecuador, 
Guatemala, Haiti, Honduras, Mexico, Nicaragua, Peru, El Salvador. 

Senator Fercuson. How many have you in Guatemala? 

Mr. Riney. One, sir. The American school in Guatemala City. 

Senator Fercuson. Do we support that? 

Mr. Rixey. Yes, sir. We plan, out of this budget, to put about 
$8,000 in that school, sir. 

Senator Fercuson. Is that the entire cost, or from where does the 
rest of it come? 

Mr. Riiey. The rest of it all comes from private sources. 

Senator Frerauson. The Guatemala state does not support this 
school? 

Mr. Ritey. No, sir. It is a completely American school. 

Senator McCarran. How many students in that category? 

Mr. Rirey. In the 1952-53 year, there were 543 students going to 
that school, sir. 

EFFECT OF HOUSE CUT 


Senator SmirxH. Would those all be eliminated with the cut the 
House has made? 

Mr. Ritey. Yes, sir; all aid to American-sponsored schools would be 
eliminated. ‘The entire, educational-exchange program in Latin 
America would be eliminated. 

Senator Ferauson. How long have they been running? 

Mr. Ritey. These schools? 

Senator Ferauson. Yes; under appropriations from this Govern- 
ment? 

Mr. Riney. Dr. Colligan? 

Mr. Cotuiean. I believe the first year in which assistance of this 
sort was given them was in 1942, when the Coordinator of Inter- 
American Affairs undertook this program of grants-in-aid to these 
schools. A survey was made at that time and a policy determination 
formulated, so that since 1942 some form of assistance has been 
offered to these American schools in Latin America. 

Senator ELLeENDER. That is not in connection with the Fulbright 
or Smith-Mundt Acts? 

Mr. CoiuieGan. No, sir. 

Senator ELLenprER. That is separate? 

Mr. Coiuican. Yes, but now it is under authority of the Smith- 
Mundt Act. 

Senator ELLENDER. How much is provided there? 

Mr. Ritey. This year we are putting $128,000 in those schools, 
and we had asked that we be given $135,000. 

Dr. Milton Eisenhower, when he came back from his Latin American 
trip, recommended specifically that we put $175,000 in that project. 
Senator ELLenperR. And you are asking restoration of that sum? 

Mr. Ritey. We are asking for $135,000; ves. 
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INCEPTION OF CONTRIBUTION 


Senator ELLENDER. How long have we been contributing to these 
schools? 

Mr. Cou.iGaNn. Since 1942 or 1948, sir. 

Mr. Rivey. I think it might be of interest to know the type of 
assistance we give to these schools. 

Senator ELLENDER. Before you go into that, was that in connection 
with the technical aid, point 4 program, started in South America? 

Mr. Co.uiean. It started in the Coordinator’s office and there 
were broad terms of reference at that time. 

Senator ELLEeNpeER. It all came about at the time this technical aid 
and assistance program to South America began? 

Mr. CoLiican. Yes, sir. 

Senator McCarran. I noticed you had a portion designated 
“Denominational schools.” 

Mr. Ritey. The various church schools in South American countries. 

Senator McCarran. How many are there of those? 

Mr. Riiey. One hundred forty-one. 

Senator McCarran. And what denominations? 

Mr. Ritey. Dr. Colligan served down there. He could probably 
give you a better idea. I imagine most all denominations. 

Mr. Couiuiegan. Yes, Senator. They represent particularly Prot- 
estant and Catholic schools. 

Senator ELLENDER. Mostly Catholic, I guess. 

Mr. Couuiean. I don’t know how you would distribute them. 
They are American schools, you see. They are schools that have 
some kind of American orientation. But they do include both 
Catholic and Protestant schools. 

Senator ELLENDER. Do they permit children of all denominations 
to attend these schools? 

Mr. CouuiGan. I am sure of that. I know it for a fact, yes. And, 
of course, no funds go directly te them. Services are offered. For 
example, a school in Santiago, Chile, may want to be accredited to 
American colleges, so that their diplomas will be recognized. The 
American Council on Education may arrange that accreditation. Or 
they may want maps to hang on their walls. But none of the schools 
receive outright grants under this item of the budget. Grants are 
confined to the 19 schools, so-called community-sponsored schools, 
schools that are sponsored by the American community and other 
local people. 

Senator ELLENDER. Those would be largely what you would term 
““state’”’ schools? 

Mr. Couuigan. No, sir, they are not state schools. 

Senator ELLENDER. They are not maintained by the state? 

Mr. Co.tuigan. No, sir, they are not. 

Senator ELLENDER. Aren’t some of these community schools 
fostered by Americans who live there? 

Mr. River. They all are. 

Senator ELLeNpDER. And who want their children educated? 

Mr. Rivey. Yes, sir. 

Senator McCarran. Are they all attended by Americans? 

Mr. Couuiiean. I believe that 80 percent of the enrollment of all 
these schools is not American. 
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Senator McCarran. I was interested in a phase of the subject that 
seemed to be dropped. That was where a discussion was being had 
as to the reduction in Germany and Austria. I understood it was to 
come up at a later date. 

Mr. Rivey. It is under a different appropriation, sir. 

Mr. Chairman, could I make a statement on evaluation? 

Senator Smiru. I would like to ask you one question, if I may, first, 
that Senator Ferguson left here for me to ask you. 


COMMENTS ON VARIATIONS OF OPERATIONS OVER THE LAST 4 YEARS 


‘The question is: Have there been many changes in the operation 
of the exchange program over the last 4 years, in other words, over 
this period? We have had the leader program, the specialist program, 
the teacher program, and so on. 

Mr. Ritey. We have had all of those programs. They change from 

year to year. Because these programs are what you might call hand- 

tailored, country by country, by our missions in the’ field, and each 
year they send in what they call a prospectus, telling us how many 
students to go both ways, professors, teachers, leaders, specialists, 
and so forth. 

One year they might want emphasis on professors; the next year 
em phasis on leaders. But they change from year to year, according 
to the political situation and all other considerations in the country. 

Senator Smrru. When do you make up that change? In the be- 
ginning of the vear? 

Mr. Rivey. For example, right now we are getting in our program 
proposals for the next fiscal year, right at the moment. 

Senator Smitu. You said you had a statement you wanted to make, 
Mr. Riley. 


EVALUATION OF PROGRAM 


Mr. Riney. Yes, sir. On evaluation, we have a lot of, let’s say, 
quantitative material on the value of this program. We have at 
tempted to make some real qualitative evaluations of the program to 
find out just what the benefits might be. 

Those benefits can be broken down in this way: That the foreign 
guest when he is in this country develops a better understanding of 
this country’s international motives. It shows to him that we have, 
in our country, the same general motives that people in all of the free 
world have; in other words, a “‘live and let live’’ motive. 

We find that many of these guests who come here lose unflattering 
stereotyped impressions that they have of the United States. They 
find that the dignity of the individual, the individual liberty, is more 
meaningful than our enemies would have them believe. They find 
that the status of the family is really important in this country, that 
we are not a bunch of people who have gone stark raving mad on 
gadgets. 

They find that the place of religion in our community life, our 
morality, is much better than the anti-American propagandists abroad 
would have them believe. 

They become more sympathetic and more friendly toward the 
American people in general as a result of their experience, and also 
the experience of our people who go out, who rub elbows with them. 
They find that we are cordial, hospitable. 
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We find that the participants who go back to their home countries 
are very active in communicating their experiences to their fellow 
countrymen. They make speeches, write, make radio addresses. 
Many of them, in fact, are members of the legislative bodies abroad. 
Many of them are judges. ‘They are very active in taking the best 
parts of their experience here and plowing them into their own coun- 
tries. 

We find that many of the Soviet charges that the anti-American 
propagandists around the world are throwing out are exploded, such 
as that we have no economic security in this country, that the workers 
are downtrodden, that it is really not a true democracy, that we are 
warmongers, that we are imperialistic, that we wish to dominate, 
that we are uncultured. We find that anti-American propaganda has 
sown these ideas in the minds of an awful lot of people. These people 
come here, they see for themselves. They go back on a person-to- 
person basis, and they can explain to their colleagues that America 
really is a fine country. 


SOURCE OF INFORMATION 


Senator E.tenpER. How do you obtain all this information you 
are giving us now? 

Mr. Riney. We get it from reports from our embassies. We get it 
from letters. We get it from looking at the newspapers that are 
published in foreign countries. In fact, in some countries we carry 
on regilar evaluation studies, where we hire in the countries a local 
organization, so that local people can go out and question people on a 
questionnaire basis. 

We have a project on a worldwide basis, whereby our embassy 
officials keep what they call a census of influence. They take cog- 
nizance of what happens to these people when they go back. They 
make reports on them periodically, They say they are more active 
than they were before they came here. 

In other words, there are many ways that we get this information. 

The final effectiveness of this program is de :pieted by the great 
demand for these exchange fellowships from the people in other 
countries. 

In other words, they are very anxious to come here. That shows 
one thing, | think, greater than any other thing, and that is that this 
program is on a very high intellectual plane, that it is on a diplomatic 
plane, so to speak, that the “y are willing to participate in it and become 
a part of it. And I think that is very meaningful in our international 
relations, 

LENGTH OF GRANTEES STAY IN AMBRICA 


Senator SmrirxH. How long do they stay here usually? 

Mr. Riugy. One year. 

Senator Smrra, What about a teacher? 

Mr. Ritey. The ordinary foreign teacher that comes here stays 
6 months. Because the average teacher who comes here does not 
teach here. Most of the teachers that we bring here come under the 
teacher educational program. They come here to observe our teach- 
ing techniques, our educational processes, and do not in fact teach 
in the American schools. 
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Senator SmirH. How long does the leader stay? 

Mr. Rivey. Three months. 

Senator Smitu. That is the regular time? 

Mr. Ritey. That is the regular time, sir. 

Senator Suir. And you choose what kind of a man or women as 
a leader? 

Mr. Ritey. We choose a person who, first, will be most influential 
when he goes home in informing his colleagues and fellow countrymen 
as to what this country is like. We choose people who are articulate. 

Senator Smirx. Are there any further questions of Mr. Riley? 


SURVEILLANCE OF FOREIGN GRANTEES 


Senator McCarran. What effort is being made to determine 
whether or not these people in their various classes, after they come 
here, attempt to disseminate communistic views? What effort is 
being made to determine that? 

Mr. Rixey. To begin with, in the selection process, we hope that we 
are getting people—— 

Senator McCarran. I know, but that is wishful thinking. 

Mr. Ritey. Then when they get here, I can’t say that they are 
closely supervised on the American campuses, but practically every 
campus in the United States has a foreign student adviser, or more 
than one, who works with these people on a daily basis, who keeps a 
watchful eye over them, in order that they don’t get mixed up with 
some subversive group or anything like that. 

I might say that one of the strengths of this program is the fact 
that we don’t try to indoctrinate the people, that we do not shadow 
them, but we give them a certain amount of freedom. If a fellow goes 
off the deep end, for example, if one should, and get all mixed up with 
a bunch of Commie organizations or something like that, we would ship 
him home pronto, I can assure you, sir. 

Senator McCarran. In many places, in many schools, not par- 
ticularly connected with the schools but adjacent to the schools, 
there are in this country today communistic cells. What are you 
doing to see whether or not the exchange student is attending these 
places or mingling with them? 

Mr. Rixtey. Well, sir, if there was a communistic cell, let’s say, on 
a campus, I assume that our regular investigative bodies, such as 
the Federal Bureau of Investigation, would know about it. I have 
to assume that. 

Senator McCarran. Is our Federal Bureau of Investigation en- 
gaged in that line of work, watching these exchange students? 

Mr. Rixey. I cannot speak for the FBI, but I am sure that the 
are looking at anything that they think may be a Communist cell. 
They are making reports to the Government; that is, back to J. 
Edgar Hoover, on who attends these meetings. And I am positive 
that if a foreign student here under our program would persist in 
attending such meetings, we would know about it, and would ship 
him home. Yes, sir. 

Senator McCarran. I am asking these questions, because we do 
know that these cells exist. There can be no question about that. 
And I guess you know it; do you not? 
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Mr. Rizey. I have heard it. I think it is unfortunate. 

Senator McCarran. If we are bringing exchange students over 
here, and incident to their coming over here, they do mix with these 
Communist groups, we are not doing a very good job. 

Mr. Ritey. That is correct, sir. If that existed, we would not be 
doing a very good job. 


WASHINGTON INTERNATIONAL CENTER 


Senator ELLENDER. Are you familiar with the Washington Inter- 
national Center? 

Mr. Riuey. Yes, sir. 

Senator ELLeNnpER. To what extent does the State Department 
contribute to its upkeep? 

Mr. Ritey. In 1954, sir, the State Department put $19,270 in it. 

Senator ELLeENDeER. In what year? 

Mr. Rixey. In fiseal 1954, this year. 

Senator ELLENDER. How about 1953? Have you those figures? 

Mr. Riuey. | don’t have the figures for 1953. It was considerably 
under that. 

Senator ELuenpeEr. I have it. Approximately $98,000 I believe, 
was furnished in 1953. 

Mr. Riuey. Yes, sir. That was by both the FOA and the State 
Department. 

Senator ELLENDER. Yes. 

Mr. Riney. That was run as a center for the trainees who come 
here under FOA as well. 

Senator ELLENDER. Who operates that? 

Mr. Rixey. It is operated by the American Council on Education. 

Senator Extenper. Are there any funds other than those given 
by the State used by this center? 

Mr. Ritey. No funds direct, sir, because there is a lot of private 
participation in that center. 

Senator ELLENDER. You mean by way of lectures and things of 
that kind? 

Mr. Ritey. By way of lectures, and also the volunteers who work 
with that center. There are 8 standing committees on volunteer 
services working with that center now, representing 152 organizations. 
There are 225 members of the volunteer corps. There are 617 families 
right here in the city of Washington who have indicated that they 
are willing to provide home hospitality to these people while they are 
in Washington. 

Senator ELLeNpER. Have you any such centers in other cities of 
the country? 

Mr. Ritey. We operate no such centers with Federal funds. 

Senator ELLeNpER. Why should there be one here in Washington? 

Mr. Ritey. The principal reason is to take care of the number of 
people who come here, come through Washington, on their way into 
the United States, many of these people who were brought in under 
the foreign operations program, for example, work with the Govern- 
ment agencies while they are here. The principal reason is workload. 
There are a lot of people here. It is the seat of our Government. 
We want them to get a good picture of the city. 
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PURPOSE OF CENTER 


Senator ELLeENpER. Would you say it was created in order to assist 
the State Department in handling these foreigners who come here to 
be educated, or to learn something about America? 

Mr. Rixey. It was created, as far as the State Department goes, to 
handle the foreign leaders who come here. They are the people that 
participate in the Washington International Center program. And 
to help the Foreign Operations Administration people. 

Senator ELLtenper. What is your budget for 1955 in this setup? 

Mr. Rixey. It is the same amount, $19,270. 

Senator ELLenpDER. Would you know how much the FOA is going 
to furnish? 

Mr. Rixey. I think it is about the same level. 

Senator ELutenper. As last year? 

Mr. Rivey. As last year. 

Senator ELttenper. A total of $19,000? 

Mr. Ritey. That is correct. 

: Senator McCarran. Where does the balance of the money come 
rom? 

Mr. Rixey. Foreign Operations puts in about 60 or 70 percent of it, 
and we put in 30 to 40 percent of it, and that is all the money that is 
actually putin. That is to pay the rent on the building and the small 
professional staff that works there. All of the rest of it is on a volun- 
teer basis. 

Senator McCarran. Would you more specifically state the object 
and purpose of this, please? 

Mr. Couuican. Sir, I participated in the organization of this center 
a few years ago. I might be able to add something. 

It grew, Senator, out of a similar training center largely for the 
German leaders, the so-called leaders from Germany, who came over 
under the reorientation program. When FOA began to bring similar 
people to the United States, and we did, too, we took over, or inherited, 
in a way, this particular operation and brought it together i in one place, 
as the Washington International Center. Its specific purpose is to 
give to these people who come here under our programs, a certain 
amount of background about the United States, which we think is 
particularly important in view of the fact that many of them may not 
be here a very long time, not so long, for example, as students. They 
seem to think that is a very worthwhile kind of course, if a short 
course. 

Senator McCarran. How many are there who attended it? 

Mr. CouiiiGan. In 1953, sir, the total was 2,638. 

Senator McCarran. How long do they stay, as a rule? 

Mr. Cotiican. The regular course is a week long. They may stay 
on their own a little longer. Sometimes they won’t stay quite that 
long. But ordinarily the course of lectures which is given to them 
lasts a week. 

Senator Ettenpver. Does this go on continuously? 

Mr. CoiuiGan. Yes, sir. That is right. 
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SOURCE OF BENEFITS RECEIVED BY FOREIGN STUDENTS 


Senator ELLeENpER. To what extent do you get information as to 
what students are doing abroad; that is, students that come here for 
study and then go abroad to continue their work? Do they ever 
come back? Do- you get any reporting from this center as to the 
activities of these students that come from abroad and then return 
home? 

Mr. Riuey. Senator Ellender, this Washington International Center 
is not for students. It is for the foreign leaders who come here. Now, 
the types of reports that we get from them: They file a written report, 
as they are leaving the country. They tell us what they think of their 
experience in this countr y. 

Senator ELLENDER. Before they leave? 

Mr. Riuey. Before they leave. That is No. 1. 

Many of them have spoke n very favorably of x fact that this center 
gave them a grounding in what they could expect in their short tour 
in this country, so that their short experience in this country was more 
meaningful. 

Senator McCarran. You say many of them did. Outside of that, 
what is the general tenor of the reports? 

Mr. Riuey. I have never seen a derogatory report about this center, 
sir. I have seen many, many good ones. 

Senator McCarran. | interrupted you. I didn’t mean to. I beg 
your pardon. 

Mr. Ritey. That is quite all right, siz 

In addition to those reports, members of our staff, people all over 
the United States, who have seen these people when they were here, 
write letters. That is one of the things we encourage, a maximum of 
correspondence after they get home. Many of those letters are called 
to our attention, in which they comment on this and other parts of 
their experience. 

Senator ELLeENDER. Have you any comments from any of these 
visitors that are critical? 

Mr. Ritny. None. 

Senator ELuenper. They have all been good? 

Mr. Rixtey. They have all been good; yes, sir. 


UNIVERSITY ORIENTATION CENTERS 


Senator Smiru. There is one more question here, Mr. Riley, on 
this booklet on the exchange program, on page 21. It says that 
university orientation centers were established in 12 colleges and uni- 
versities, and so on, relative to instructions in the English language, 
with five hundred-odd students. Where is that instruction located? 
It says 12 universities and colleges. 

Mr. Couuiean. Sir, those are 12 colleges spread throughout the 
United States. We can furnish a list for the record if you want them. 

Senator Smitu. That might be desirable, to include here, these 
figures. 

Mr. Couiican. Yes, sir. I would be glad to furnish that list. 
(The information referred to follows:) 
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List of 12 colleges and universities at which 6 weeks orientation for foreign 
students were held in the summer of 1953: 


Bard College, Annandale-on-Hudson, Duke University, Durham, N. C. 
‘i University of Kansas, Lawrence, Kans. 


Bennington College, Bennington, Vt. Syracuse University, Syracuse, N. Y. 
Bucknell University, Lewisburg, Pa. College of William and Mary, Williams- 
Claremont Graduate School, Claremont, burg, Va. 

Calif. University of Wisconsin, Madison, Wis. 


Columbia University, New York, N. Y. Yale University, New Haven, Conn. 
University of Denver, Denver, Colo. 

Mr. Co.uican. But they are typical American universities spread, 
as far as we are able to do so, all over the United States. 

Senator Smirx. Has that been pretty useful in giving instructions? 

Mr. Couuican. Yes, sir. We are experimenting on another variety 
of it, so-called home study. But, in general, this type of course has 
been very successful. 

Senator Smirx (presiding). Any other questions for the witness? 

If not, we will proceed to the next order of business. 


INTERNATIONAL FISHERIES COMMISSION 


Senator Smiru. The next item concerns the International Fisheries 
Commissions. The House allowed $295,000 which is a decrease of 
$30,000 below the estimate. I understand the Department asks for 
restoration of the House cut that affects the estimated fund require- 
ments of the International Pacific Halibut Commission and the 
Tropical Tuna Commission. 

The record will show at this point the amendment requested, and 
supporting justification statements. 

(The information referred to follows:) 


INTERNATIONAL FISHERIES COMMISSIONS, STATE 


Summary of requirements, fiscal year 1955 


Appropriation, 1954 as bee bind . . 0 
Comparative transfers from: 
“Salaries and Expenses, American Sections, International Commissions” - . . $290, 000 
“Contributions to International Organizations” 4,110 
*‘Missions to International Organizations” _- -. > “ halla 1, 000 


— +$295, 110 


Base for 1955 ltl . % 4 . . . oe 295, 110 
By projects or functions 


Requirements Difference, 
cael _\increase (+) 
| or de- 
1954 1955 | crease (—) 
1. International Pacific Halibut Commission $48, 000 $53, 000 +5, 000 
2. International Pacific Salmon Fisheries Com- 
mission hala . i 135, 000 139, 500 +4, 500 
3. Inter-American Tropical Tuna Commission ‘ 107, 000 127, 195 | +-20, 195 
4. International Commission for the Northwest 
Atlantic Fisheries . ‘ a aieaial 4, 690 4, 885 +195 
5. International Whaling Commission ; paul 420 420 Lalli died 
Total requirements ok she bade 295, 110 325, 000 +29, 890 29, 890 


Total estimate of appropriation, 1955 


onahion 325, 000 
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Comparatire summary of 1954 appropriations and 1955 estimates and House 


allowances 
. Comparison of 
ae | House allowances 
1954 ap- ; - ‘ with 
: —— 1955 esti-| House 
' eT propria- | 1955 esti- — caida 
Organization ; | 7 mates | allow- 
tion (ad- mates |. t f pe 
justed) |} with 1954; ances 1954 ap- 
saaee) appro- ae 1955 esti- 
} priations propria- | “mates 
| an tions 
International Pacific Halibut Commis- | | | 
sion... . » | $48,000 | $53,000 | +$5,000 | $46,500 | —$1, 500 $6, 500 
International Pacific Salmon Fisheries | 
Commission oe 135, 000 139, 500 +4, 500 139, 500 +4, 500 
Inter-American Tropical Tuna Commis- | 
sion... bigdmeceee 107, 000 127, 195 +20, 195 103, 695 3, 305 23, 500 
International Commission for the North- 
west Atlantic Fisheries 4, 690 | 4, 885 +-195 4, 885 +195 
International Whaling Commission. 420 420 420 
TOO ttn acid : ee 1 295,110 | 325,000 | +29, 890 295, 000 110 —30, 000 


1 No appropriation was made under this head in 1954. This sum consists of comparative transfers as 
follows 


From American sections, international commissions . - $290, 000 
From contributions to international organizations. ..._. 4,110 
From missions to international organizations. - - Sabet e 1, 000 

Mt dsdchewcethosengedtous 205, 110 

International Pacific Halibut Commission 
Obligations: 

1953 . $49, 100 
Estimate 1954 18, 000 
Estimate 1955 53, 000 
Increase 5, 000 


Explanation of the estimate 


The United States and Canada share equally the expenses of the International 
Pacific Halibut Commission. The United States share for fiscal year 1955 is 
$53,000 or an increase of $5,000 over fiscal year 1954. This increase of $10,000 
in the total Commission budget of $106,000 is required to administer a new 
regulation under the 1953 revision of the Halibut Convention which is expected 
to produce an increased yield. 

Background and purpose 

The International Fisheries Commission was established by treaty in 1923 to 
investigate the depletion of the Pacific halibut fishery, and to make recommenda- 
tions for its restoration and utilization. It was continued by the treaties of 1930 
and 1937 which gave it authority to regulate the fishery in certain specified ways. 
The convention of 1953 further broadened the authority of the Commission to 
regulate halibut fishing in convention waters and changed the name to Interna- 
tional Pacific Halibut Commission. 

Under the convention, the Commission is responsible for the regulation of the 
Pacific halibut fishery, in which the fishermen of the United States and Canada 
operate side by side mainly in extraterritorial waters off the coasts of Alaska, 
Canada, and the United States. Such regulation is based upon scientific findings 
of the Commission. 

Investigations by the Commission, commencing in 1923, proved that the supply 
of halibut was being progressively depleted by overfishing. The annual catch at 
that time was about 44 million pounds. By division of the convention waters 
into areas known to be inhabited by specific stocks of halibut, by imposing annual 
catch limits in each area, by limiting the kinds of fishing gear to be used, and by 
setting apart as sanctuaries certain areas populated by small, immature halibut, 
the supply has been increased gradually through the years until the catch in 1952 
amounted to 62.2 million pounds, the greatest since 1915. 

This increase resulted in a concentration of fishing effort at the opening of the 
season. Under the 1937 convention, only one fishing season could be prescribed 
for each area. The Commission’s method of regulation—that of establishing an 
annual catch limit—coupled with greatly increased fishing intensity, resulted in 
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the season being compressed into less than one month in one important area snd 
less than two months in the other important area, whereas when overall catch 
limitations were first imposed in 1930 fishing was continuous for a season of nine 
months. 

The biological investigations of the Commission indicated that the short fishing 
season was a threat to continued success in attaining maximum utilization of the 
halibut stocks. The stocks on all of the banks are not available to commercial 
fishing at the same time of year and cannot be reached during any short season 
The stocks not available to the fishery during the short season were not con- 
tributing to the extent possible, while other stocks were being overfished. 

For this reason a new convention was negotiated, signed on March 2, 1953, 
ratified by the President on August 18, 1953, and became effective October 28, 
1953. This new convention broadens the authority of the Commission and per- 
mits the imposition of more than one fishing season in each area during any one 
year. Resulting improved utilization of all parts of the stocks of halibut is ex- 
pected to result in a substantial annual increase in the total catch of halibut on a 
sustained basis. 

Work performed in 1958 

The scientific investigations conducted by the Commission in 1953 were very 
largely in the nature of continuous inventory-taking to ascertain the condition of 
the fishery and the effect of regulatory controls on the halibut stocks. Biological! 
data were collected and analyzed to ascertain the changes in available stocks, 
and tagging operations were conducted to determine the extent to which different 
parts of the halibut stocks were being utilized during the short fishing season. 
The tagging program als» developed information concerning the natural mortality 
rates on the various halibut banks. 

In the performance of its regulatory duties, the Commission recorded the catches 
from the various individual producing areas, forecast the date on which prescribed 
catch limitations would be obtained, and announced closure of the area accordingly. 


Program for 1954 and 1955 


The program for 1954 will continue the basic work done by the Commission 
in 1953 and will also put into effect the changed system of regulations envisaged 
by the new convention. 

According to present planning a divided season will be applied during the 1954 
fishing season to the two large areas that yield 98 percent of the total catch. 
This will be in addition to the total catch limitation system. In evaluating the 
effectiveness of the new type of regulation the Commission will continue the 
collection of catch and biological statistics and of biological materials during the 
longer season. ‘This will necessitate the separate analysis of two distinct sets of 
statistics and biological data to ascertain what parts of the stocks are being 
reached by the second fishing period and what modifications are necessary to 
improve the effectiveness of the divided seasons. 

The 1955 program will be essentially the same as that for 1954. During fiscal 
year 1955 there will be an anticipated increase of $5,000 in the United States 
share for this work. This increase does not occur in fiscal year 1954 as the first 
extended fishing season under the new convention begins during the midsummer 
of 1954, 

International Pacific Salmon Fisheries Commission 


Obligations: 
1953 aj _. $185, 979 
Estimate 1954 ; { 135, 000 
Estimate 1955 : 139, 500 
Increase __ ‘ : +4, 500 


Explanation of estimates 


The United States and Canada share equally the expenses of the International 
Pacific Salmon Fisheries Commission, The estimate of $139,500 represents the 
United States share of the Commission’s budget of $279,000. The estimate 
covers the same programs as during 1954 except that the program having to do 
with the protection of sockeye salmon from damage to destruction caused by 
projected multiple-water-use projects in British Columbia will be somewhat 
accelerated, resulting in an increase over 1954 of $9,000, of which the United 
States share is $4,500. 


Background and purpose 


_ The Sockeye Salmon Fisheries Convention between the United States and 
Canada, which entered into force July 28, 1937, established the International 
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Pacific Salmon Fisheries Commission for the rehabilitation, extension, and manage- 
ment of the sockeye salmon fishery of the Fraser River system. Each country 
pays an equal share of the Commission’s expenses and the fishery is regulated 
s0 that nationals of each country take an equal share of the catch as nearly as 
may be practicable. The 3 American and 3 Canadian commissioners serve with- 
out salary. Operations are carried on by a small professional staff of scientists, 
engineers, statisticians, and clerical and field assistants 

Sockeye salmon are taken by American fishermen as they swim through the 
preety portions of the Strait of Juan de Fuca and Puget Sound. They are 
taken by Canadian fishermen on the Canadian side of the strait, in the Gulf of 
Georgia and in the Fraser River 

The spawning grounds of the sockeye are in various tributary streams through- 
out the Fraser River system which covers 90,000 square miles of central British 
Columbia. Prior to 1913 this was an extremely valuable fishery resource Land- 
slides obstructing the river passage and competitive fishing combined at that time 
to reduce the fishery to the extent that the total catch for the decade 1931-40 
was 26.2 percent of the catch for the decade 1901-10. 

The Commission’s work of rehabilitation is showing remarkable success. 
Severely depleted brood stocks take several generations (4-year cycles) to restore, 
but in spite of this time-lapse before substantial recovery is achieved, notable 
nereases have occurred. The value of the 1951 eatch exceeded the 1903-47 
average of that evc!e by 137,827 cases with a wholesale value of $5,237,426 at 
1951 prices In 1952 the catch exceeded the size of its parent vear, 1947, by 
78,361 eases valued at $2,755,000. The 1953 run, produced from races which 
had been very seriously depleted, was the greatest from this cycle since 1917. 
This particular run was at one time the most productive in the Fraser River 








system. 

Che provision in the convention that the fishery shall be so regulated as to 
result, insofar as may be practical, in an equal division of the catch, insures that 
one-half the resulting profits go to the United States. Prior to regulation, a 
10-year average shows that American fishermen took only 37.6 percent of the 
catch 
Program during 1953 

Research and its application to the management of the fishery form the core 
of the annual activities of the Commission’s staff. The goal is always to increase 
the supply of fish to the maximum the river will produce. 

Regulation.—The Fraser River sockeye fishery must be regulated to attain 
several objectives: (1) Adequate escapement of each of the distinct races com- 
prising the total catch ‘without wasteful overescapement,; (2) no discrimination 
adverse to any type of gear or fishing area; 3) an e jual division of the catch 
between American and Canadian fishermen. Careful observation and planning 
were successful in attaining these objectives during 1953. The catch was divided 
50.9 pereent to Canadian and 49.1 to United States fishermen. An excellent 
escapement of 850,000 fish (27 percent of the total run) was well distributed by 
races in accordance with the productive capacity of the various tributary 
watersheds. 

Surveys of spawning grounds.— Annual surveys of the widely scattered spawning 
stocks throughout the 90,000 square miles of the river system determine the 
effectiveness of the current fishing regulations and provide necessary data for 
predicting future runs and planning future regulations. During 1953 increased 
costs arising from much larger runs were countered by improved and simplified 
survey methods. 

Effects of new types of gear.—Observations were carried on to determine the 
effect on the stocks of fish of technological changes in fishing gear and of fishing 
methods. Nylon nets, for example, are much more efficient than the old web 
netting which they are replacing and have a different effect on escapement. The 
sockeye appears to have a high rate of survival, as compared to other large 
salmon stocks, and it is of great value to understand the causes and keep a close 
watch on factors which would lower that survival rate. 

Distinction between races.—Much progress was made in the continuing work of 
improving methods and establishing criteria for distinguishing the various races 
of Fraser sockeye. Rapid assessment of the racial composition of each day’s catch 
is essential to assay the effect of the regulations with particular reference to 
adequate escapement of each race. Emergency closures were made on short 
notice as a result of these observations. This research and its application represent 
a powerful new tool for fishery management 
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Rehatilitation of barren areas.—Certain tributary watersheds of the Fraser, which 
once produced great numbers of sockeye, are now barren because access to them 
was cut off by obstructions in the river which the Commission has since removed. 
The work of attempting to reestablish sockeye in these areas by transplantation 
was continued during 1953. Results cannot be evaluated until 1954 when the 
first returns are expected. Success will depend on finding donor stocks which 
will survive in commercial quantities. The problem is one which demands both 
originality of approach and persistence. 

Environmental factors—The relationship of the physical environment to sur- 
vival and reproduction of the sockeye is exceedingly complex, variable, and 
important. Temperature, watershed runoff, dissolved chemicals, food supplies, 
predation, competition, disease, and parasites are some of the factors which 
determine the rates of survival and growth of the fish. Field parties obtained 
much useful information on these points. Since even a slight variation in survival 
rate multiplies itself into millions of dollars when the adult salmon return to the 
fishery, these studies have a high priority of importance. 

Effects of water-use projects—In 1953 Commission engineers and _ biologists 
studied the impact of a number of existing or proposed water-use projects on 
Fraser sockeye. These ranged from placer-mining leases to the damming of 
the Nechako River for the Aluminum Co. of Canada’s big new plant at Kitimat, 
British Columbia. The latter diversion decreased the average flow of the entire 
Fraser by 7 percent. A transprovincial oil pipeline under construction was 
studied to determine pollution hazards. Pollution abatement was studied in 
connection with plans for a refinery on the Thompson River. Studies began on 
complex fisheries problems arising from a hydroelectric project soon to be con- 
structed on Seton Creek. 

Passage of migrant salmon past dams.—The immense hydroelectric power poten- 
tial of British Columbia and the imminence of its development has made it 
necessary for the Commission to study the ability of the sockeye salmon to sur- 
vive conditions at hydroelectric dams and stations. Studies are being conducted 
in cooperation with the State of Washington to determine the effect of these 
dams upon downstream migration of the fingerling salmon, and to devise means to 
facilitate their passage. ‘This part of the Commission’s work is a segment of a 
comprehensive research program undertaken by the States of Washington, Oregon, 
and California, the University of Washington, the Fish and Wildlife Service, 
the Corps of Engineers, and the Fisheries Research Board of Canada. The results 
of the Commission’s research on this problem will benefit the sockeye salmon 
resource of Alaska as well as that of British Columbia. 

The challenge of maintaining the Fraser River salmon in coexistence with river 
industrialization is being faced before, rather than after, any damage occurs. 
Programs for 1954 and 1955 

For fiscal years 1954 and 1955 the Commission’s duties under the treaty re- 
quire substantially the same program of research, observation and regulation as 
was carried out during 1953 with some increased emphasis during 1955 on protec- 
tion against water-use projects. 


International Commission for the Northwest Atlantic Fisheries 














. | Estimate Estimate 
Computation of estimate es | fiscal year fiscal year 
ee 1954 1955 
Administrative budget (in Canadian dollars) 36, 000 33, 130 | 35, 000 
Less surplus carried forward ‘ —14, 575 —1, 737 —2, 000 
Total assessments (Canadian dollars) 21, 425 | 31, 393 | 33, 000 
United States percentage share ($500 plus number of equal | 
shares) ‘ ‘ 16. 6 | 11.3 | 11.3 
_—————— a se ee Ss Se Se 
United States assessment (Canadian dollars) ae | 3, 564 | 3, 541 3, 728 
Working capita] fund credit | 340 | . 
Net United States assessment (Canadian dollars) al 3, 224 | 3, 541 | 3, 728 
Conversion rate to United States dollars 1, 026 1,042 1, 042 
wea a> ee |] SS 
United States contribution : : $3, 308 $3, 690 $3, 885 
Travel for United. States Commissioners 1,000 1,000 
Total , 3, 308 4, 690 4, 885 
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Since the 1955 budget will not be adopted until the spring of 1954, a $35,00% 
estimate was tentatively considered by the Commission at its third meeting in 
July 1953. The slight increase in estimated expenditures represents certain 
postponed expenses in connection with furnishing the newly established head- 
quarters. In computing the amount of the United States assessment it is as- 
umed there will be 10 member states holding 26 panel seats and that the United 
States will maintain membership on 3 panels. The amount of $1,000 is provided 
for travel in connection with meetings of the United States Commissioners with 
their scientific advisers and with the industry advisory committee 


Background and purpose 


The International Convention for the Northwest Atlantic Fisheries signed 
February 8, 1949, was entered into for the purpose of engaging in joint action to 
halt depletion of the stocks of fish in the area of the Northwest Atlantic. Ten 
nations participate in these fisheries and conservation measures applied by one 
nation as to its own nationals are ineffective if similar rules do not apply to the 
fishermen of other countries. The Commission collects, analyzes, and distributes 
statistics, encourages coordinated programs of scientific research to be carried on 
by various member governments, and recommends regulatory measures, as 
needed, for adoption by member governments. 


Program during 1953 

During 1953, its second year, the Commission completed its organization, by 
employing a small permanent staff; continued its work on the collection and 
analysis of statistical data regarding the fisheries of the Convention area; improved 
its system for the collection of statistics and standardization of measurements; 
refined the mesh regulation for the haddock fishery off the New England coast; 
and developed a comprehensive research program for the Convention area which 
will serve as a master plan for future researches. 

As a prerequisite to an understanding of the current status of the fisheries in 
the convention area and for use in interpreting th. results of investigations, the 
Commission must obtain from the member governments statistical data on total 
catches of each species of fish and on the effort involved in making such catches 
‘he Commission must then standardize and analyze the data and publish the 
results for the use of member governments. This work, begun in 1952, was carried 
on and methods improved during 1953. Results of such analyses as were com- 
pleted were published in mimeographed form. 

The mesh regulation for the haddock fishery off the New England coast, adopted 
by the Commission in July 1952, was approved by the member governments, and 
became effective on June 13, 1953. Before it came into effect, United States and 
Canadian scientists conducted a number of tests at sea to determine the effect 
of the regulation upon the fishery. As a result of these tests, several recome 
mendations for amendments were presented to the Commission. These amend- 
ments were adopted by the Commission in May 1953 and forwarded to the 
member governments for their acceptance. 

The major accomplishment during the year was the development and adop- 
tion of a comprehensive research program for the convention area. A _ special 
committee of scientists appointed by the Commission to develop such a program 
met twice during the vear and, at the annual meeting in May 1953, presented 
the Commission with a coordinated research program for the convention area 
This program was adopted by the Commission and the individual governments 
are now making plans to carry out their respective shares. For the first time 
in the history of the Northwest Atlantic fisheries, the research efforts of 10 
governments involving over 100 scientists, a dozen vessels and some 15 research 
laboratories will be coordinated and directed toward the same goals. 


Status of program for the current year (1954) 

During its third year, the Commission will be concerned with implementing 
the comprehensive research program. Three working parties, one for cod and 
haddock, one for redfish and halibut, and another for hydrography, have been 
established to coordinate the research activities of the member governments, 
and a schedule of field activities for the current year has been drawn up. The 
task of the working parties will be to review the progress of researches, to insure 
that scientists from the different countries are kept aware of developments in 
other countries which may have a direct bearing upon their work and avoid 
duplication of effort. 

The Commission will also continue its collection, analysis, and dissemination of 
statistical data on catch and effort. As a part of the United States contribution 
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to the program, the Fish and Wildlife Service will conduct a close study of the 
effect of the mesh regulation upon the haddock fishery. The regulation is experi- 
mental in nature and was undertaken with the understanding that a research 
program would be devised which would permit a continuing assessment of the 
effectiveness of the regulation 


Program for 1954 
All of its programs are long-range in nature and very probably several years of 

coordinated investigation will be necessary before results will show where further 

regulatory measures are necessary and the type of regulation called for. 


Inter-American Tropical Tuna Commission 
Obligations 


1953 $58, 100 
Estimate 1954 107, 000 
Estimate 1955____- 127, 195 
Increase +-20, 195 


Explanation of estimates 


Under the terms of the convention the costs of the Commission’s program are 
divided in proportion to utilization of the tuna catch. Based upon this principle, 
the United States share has been approximately 99.8 percent of the total cost 
With the entrance of Panama, the Commission has adopted the policy that the 
other two participating nations, i. e., Panama and Costa Rica (and any other na- 
tions which adhere in the future) would be expected to make a minimum contribu- 
tion of $500 each 

Based upon these considerations, it is anticipated that the Commission’s budget 
for fiscal year 1955 will total $128,195 of which $127,195 represents the United 
States portion. The increase of $20,195 is due to the beginning of essential re- 
search on bait species found off the coast of Panama 


Background and purpose 


The convention between the United States and Costa Rica which entered into 
force March 3, 1950, established the Inter-American Tropical Tuna Commission, 
charged with the duty of scientific investigation of the tuna and tuna-bait fisheries 
of the eastern Pacific Ocean. The fishery for these tropical tunas is the most val- 
uable of all United States fisheries, the canned product being valued at over $100 
million annually. In 1952 the United States obtained 283 million pounds of tuna 
from this fishery 

This fishery, the products of which are consumed throughout the United States, 
is pursued almost exclusively on the high seas off the shores of Mexico, Central 
America and northern South America. About 75 percent of the total catch is 
taken by a fleet of over 200 tuna clippers which capture the tunas by means of 
live bait, which is obtained from the territorial waters of the Latin American na- 
tions. The remainder of the catch is made by purse seines, which require no bait, 
and which operate in part in the territorial waters of the Latin American nations. 
For the present methods of fishing, the permission of the foreign nations is essential 
to the operations of both clippers and seiners. The catches of the tuna vessels are 
frozen and brought under refrigeration to canneries situated in California, Wash- 
ington, Oregon, North Carolina, Massachusetts, Maine, Maryland, and elsewhere, 
where they provide the basis of the Nation’s most valuable fish-canning industry. 

The United States tuna fishery grew very rapidly during the decade from 1941 
to 1950, the catch having tripled during that period. Since then the catch has 
leveled off. This rapid growth has given rise to urgent problems in conservation 
and management of the fish resources upon which the fishery depends, these 
problems being aggravated by their international aspects. first, there is concern 
in both the United States and Latin America that the exploitation of the tuna 
stocks may become so intense that future harvests may be jeopardized. That 
this concern is not without some foundation, for yellowfin tuna, is shown by the 
statistical data gathered by the Commission. These data reveal that the catch 
per unit of fishing effort has been falling off for some vears and that there has been 
some decrease in total catch since 1949-50. There appears to be a real possibility 
of overfishing of this species. Secondly, there is concern, particularly in the 
Latin American countries, lest the stocks of bait fishes in their territorial waters 
be overfished. The disappearance of anchovetas, the most important kind of 
bait, from the Gulf of Nicoya. some years ago, and the periodie scarcity of bait 
in other areas, have done nothing to quiet this worry. In order to protect their 
bait resources, the Latin American nations are adopting stringent measures to 
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ontrol fishing by United States fishing vessels. These measures may be entirel 
nwarranted, but in the absence of a factual basis of judgment, extreme actions 
y these countries in the name of conservation are to be expected 

Che nature of the tunas and of the fishery for them is such that they can only 
” manaved on an international basis, and the conservation of the bait and tuna 

«ks must be a joint effort bv the several interested nations 

This management must be undertaken on the basis of factual informatio: 
recognized as such by all parties concerned, gathered and interpreted under th« 
suspices of an impartial international agency. The treaty between the United 
States and Costa Rica, provides just such an agency 

The Inter-American Tropical Tuna Commission charged with the duty of 

thering and interpreting factual information necessary to maintaining the 
fisheries for tunas and tuna-bait fishes at levels of maximum sustained yield, and 
provides for the employment of a scientific staff to conduct the necessary investi 
ations to attain this objective. The treaty, initially between the United States 
und Costa Rica, provided for the subsequent adherence of other interested 
stions 

The Commission started employing @ small scientific staff in 1951. This staff 
1as, With very limited means, during the past 24 vears made a good start on some 
of the most essential investigations. The work of the Commission is beginning t« 
e recognized by other Latin American countries as a means whereby the necessar\ 
cientific information may be obtained for rational management of their ow 


bait resources as well as of the common international resource, the tunas of the 
hivh seas. Panama adhered to the convention in 1953. Other Latin American 
ions have expressed interest, ard are expected to adhere to the convention it 


he not distant future 


Basis of estimates 

The Commission is directed by the convention to conduct investigations which 
will provide the factual information for maintaining the tuna and tuna-bait fish 
populations of the eastern tropical Pacific Ocean at levels which will make possible 
naximum sustained yields. It is specifically directed to make investigations con- 
cerning the abundance, biometry, biology, and ecology of the tunas and tuna-bait 
fishes; to collect and analyze catch statistics and other information respecting the 
past and present operations of the fishery; to determine the past and present 
conditions of the fish stocks; and to publish re ports on its findings. 

Carrying out all necessary investigations requires extensive research, both at 
sea and ashore. The Commission has adopted and repeatedly recommended 
the member governments a complete program of investigations designed to pro- 
vide the information required. Estimates of the cost of this program, submitted 
by the Commission for each of the past 2 years, have amounted to about $400,000 
Funds made available for research have been $58,216 in fiscal 1953 and $107,214 

fiscal 1954. With these limited funds it has been possible to undertake on a 
partial basis only those items of the required researches which are of highest 
priority. These researches have been the bare minimum which the Commission 

ould undertaken and partially carry out its duties under the treaty. With the 
idherence of Panama to the convention, additional expenditures are essential t: 
carrying out even the minimum obligations of the convention. 

In view of the directive of the President of the United States for stringent 
economy and in view of the possibility of deferring certain parts of the research 
program only a partial program will be carried on in 1955. This program will 
provide 

Compilation and analysis of catch statistics —PBasic to an understanding of any 
fishery is a comprehensive collection of statistical material covering as many vears 
as possible. The Tuna Commission “ys been fortunate in that it was able to 
obtain a body of useful statistics going back over the past 20 years. Collection 
of this historical data was completed during 1953 and a start made on its analysis, 
rhe analysis will have been largely completed during 1954 but will continue into 
1955. 

The collection and tabulation of current statistical data commenced in 1953 will 
continue in 1954 and 1955. The Commission has devised and put into operation 
an effective system of logbook records which are maintained by the cooperation 
of 90 percent of the masters of the fleet. These provide excellent current material 

Tuna life history studies —In order to understand how a tuna population reacts 
to intensive fishing it is necessary to know how the stocks are renewed by birth 
growth, and death. The conservation problem is quite different for fish popula 
tions that are renewed slowly by low birth and growth rates and low natural 
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death rates and for fish populations that are renewed rapidly by high rates of 
birth, growth, and death. It is also essential to know whether the tunas freely 
intermingle over the entire range of the eastern Pacific or whether they are 
composed of a number of independent stocks 

Some progress in collecting information along these lines has been made during 
1953 by joining in operations conducted by the Scripps Institution of Oceanogra- 
phy and the California State Marine Fisheries Laboratory. Analysis of this 
information will be completed during 1954 and such new information collected as 
can be obtained incidental to other research or in cooperation with other agencies. 

In 1955 the Commission will engage in sampling of landings at commercial 
docks and by this means obtain some limited information respecting age and 
growth, size, and age at maturity, time of spawning, anatomical characteristics 
of separate populations, and estimate of mortality rates. It will not be possible 
to engage in any of the necessary research at sea. 

Research on bait species.—During 1953 research on the bait species was carried 
on by study of samples brought by the fishermen to the laboratory at San Diego, 
and by on- the-spot study conducted from the small laboratory at Puntarenas, 
Costa Rica. Catch statistics were also collected, tabulated, and analyzed. 

The Commission has clearly established that the most important bait species, 
the anchoveta, has entirely disappeared from Costa Rica’s Gulf of Nicoya. 
During 1954 a highly important project will be an experimental transplantation 
of a large quantity of this species from the Gulf of Panama in an attempt to 
reestablish the population in Nicoya. The transplantation experiment will be 
carefully watched during 1954 to determine the success of survival and propaga- 
tion of the transplated fish and the ecological factors associated therewith. 
Additional transplanting is likely to prove necessary if only partial success is 
achieved but the outcome of this undertaking cannot be forecast in advance. 

The Gulf of Panama and the adjacent area along the Colombian coast is the 
source of nearly 25 percent of all bait used by the United States tuna fleet. The 
apparently very heavy utilization of the bait (anchoveta) of the Gulf of Panama 
has caused great concern that overfishing may result in the disappearance of this 
species from Panamanian waters and that regulations for the rational use of the 
bait to prevent overfishing are imminently necessary. The Government of 
Panama in 1953 adhered to the Tuna Convention in order that it might participate 
in the work of the Commission and that the Commission might obtain the factual 
knowledge regarding the species on which regulations may be based. 

To acquire this knowledge will require extensive field studies both in the gulf 
and along the adjacent Colombia coast since it is not now known whether the 
bait stocks of this region are separate or are all one population. While it is 
desirable to investigate the entire area at the outset, the budget estimates will 
permit only a beginning in the Gulf of Panama. In connection with this work a 
small field laboratory will be established in Panama similar to the one at 
Puntarenas, Costa Rica. 

Studies of samples of bait fishes collected by the tuna fleet will be continued 
in 1955, and analyses of historical catch statistics are expected to be completed. 


International Whaling Commission 


Actual, Estimate, Estimate, 
Computation of estimate fiscal year fiscal year | fiscal year 
1953 1954 } 1955 
Budget (in pounds sterling A‘ Seats 3, 400 3, 312 3, 300 
Surplus brought forward ‘ , kip Si asia 850 762 750 
Assessment budget ; 7 ol 2, 550 2, 550 2, 550 
United States percentage share fide). ..2.- 5. 88 5. 88 5. 88 
United States assessment, e paeange rate, $2.80 to 1 pound 

sterling . _. ; : aie opal 150 150 150 
United States contribution : , card $419 $420 $420 


Since Commission’s fiscal year covers the period June | to May 31, the Com- 
mission’s 1955 budget will not be approved until the spring of 1954. The 1955 
estimate is forecast at the amount approved for 1954. 


Background and purpose 


The International Convention for the Regulation of Whaling, which entered 
into force November 10, 1948, established the Commission, the purpose of which is 
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to safeguard the remaining world whale stocks. This is accomplished, pursuant 
to the provisions of the Convention, by regulations which are issued as conditions 
require. 

The Commission is authorized to organize studies and investigations relating 
to whales and whaling, to collect and analyze statistical information, to study, 
appraise, and disseminate information concerning whaling stocks in collaboration 
with public organizations and to adopt whaling regulations wnich become effective 
as to each member government after its acceptance thereof. The Commission 
is also authorized to publish, either independently or in collaboration with the 
International Bureau of Whaling Statistics and other organizations and agencies 
such reports as it deems appropriate. 

The Commission held its fifth annual meeting in London in June 1953. At that 
time it received and reviewed reports on the scientific investigations which had 
been conducted during the year; reviewed the statistics of the previous year’s 
catch; reviewed the regulations and made necessary revisions, in the light of the 
evidence, for the 1953-54 whaling season 
Program for 1954 and 1956 

In view of the continuing type of activity carried on by the Commission, the 
program for fiscal years 1954 and 1955 will necessarily be concerned with the same 
problems of revision of regulations, maintenance of statistics on a current basis 
and reporting On scientific investigations. Within the framework of these general 
areas a specific program will be adopted at the sixth annual meeting to be held in 
Tokyo in July 1954, 

AMENDMENT REQUESTED 


INTERNATIONAL FISHERIES COMMISSIONS 


(House bill, p. 12) 


House hearings, p. 220 
kestimate $325, 000 
1954 act (comparative transfers from: American sections, international 
commissions, $290,000; contributions to international organizations, 
$4,110; and missions to international organizations, $1,000 295, 110 
House allowance (a reduction of $30,000 in the estimate 295, 000 


AMENDMENT REQUESTED 


Che Department requests the following amendment 
Page 12, line 11, strike out $295,000” and insert ‘‘$325,000, the estimate, or 
an increase of $30,000”. 


EXTRACT FROM HOUSE REPORT (P. 6) 


“The bill includes $295,000 to finance the United States share of the expenses 
of the International Pacific Halibut Commission, [nternational Pacific Salmon 
Fisheries Commission, Inter-American Tropical Tuna Commission, International 
Commission for the Northwest Atlantic Fisheries, and the International Whaling 


Commission. This is a new appropriation item. However, provision was pre 
viously made for the same Commissions in other appropriation items. The 
total recommended herein is the same as for the current fiscal year. It represents 


a reduction of $30,000 in the budget estimate. None of the reduction is to be 
applied to the request for the International Pacific Salmon Fisheries Commission.” 


JUSTIFICATION 


The estimates submitted to Congress for each of the items carried under this 
appropriation and the increase for each are as follows: 


1955 esti- Increases 
mates over 1954 
International Pacific Halibut Commission $53, 000 $5, 000 
International Pacific Salmon Fisheries Commission 139, 500 4, 500 
Inter-American Tropical Tuna Commission 127, 195 20, 195 
International Commission for the Northwest Altantic Fisheries 4, 885 195 
International Whaling Commission 420 


Total 325, 000 29, 890 
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The House committee reduced the total request by $30,000 and stated that 
‘none of the reduction is to be applied to the request for the International Pacific 
Salmon Fisheries Commission.”” In view of the very small amounts contained 
in the estimate for the International Commission for the Northwest Atlantic 
Fisheries and the International Whaling Commission, it would be necessary to 
apply the reduction of $30,000 against the International Pacific Halibut Commis- 
sion and the Inter-American Tropical Tuna Commission. 


International Pacific Halibut Commission 


A small increase of $5,000 for this activity had been requested to put into effect 
a new method of regulation which will materially increase the yield of the fishery 
in which Americans and Canadians participate about equally. A revised treatv 
was negotiated with Canada in 1953 for this specific purpose, and the added cost 
of administering the regulations was explained to the Congress when the treaty 
was ratified, and its implementing legislation enacted. The resulting economic 
benefits—conservatively estimated at $1 million annually to the fishermen—were 
considered ample justification for the small added cost. Canada has already 
“‘tabled”’ its one-half share of this expense but Canadian appropriated funds will 
lapse to the extent that they are not matched by the United States. 

For a number of years past, the United States has not appropriated the amount 
requested by the Commission as essential to fulfill its treaty obligations, whereas 
Oanada, desiring to strengthen the program, has appropriated the full amount. 
The situation is particularly pointed this year because the provisions of the new 
convention cannot be implemented if funds are inadequate. 

Failure to maintain the halibut fishery would have a serious impact on the 
economy of the Pacific Northwest, and of several towns in southeastern Alaska, 
out of all proportion to the small appropriation cost involved. Relying on a 
sustained and increasing yield, fishermen have invested in new equipment and 
larger boats. Dock facilities are being enlarged to accommodate these vessels 
Inadequate support of the Halibut Commission would have serious repercussions 
in the affected areas 
Inter-American Tropical Tuna Commission 

At the time the Tuna Convention was negotiated a full program of scientific 
investigation of the tuna and tuna-bait fishes of the eastern Pacific was under- 
taken. The scope of the program was detailed in the treaty and the Congress 
was apprised of its estimated cost (about $350,000 a year) at the time when the 
treaty and its implementing legislation came before that body. Because of 
drastically curtailed appropriations, the Commission has had to assign priorities 
to various projects and, up to the present, has heen able to start on only about 
one-third of the program When Panama adhered to the convention in September 
1953 it became necessary to plan immediately to start that part of the Commis- 
sion’s work which deals with a study of the bait fishes in Panamanian and adjacent 
waters. The increase of $20,000 over fiscal vear 1954 was requested to enable 
the Commission to undertake this part of the program which is so important to 
our relations with Panama in the field of fisheries. 

Since this convention was ratified we have been striving to get adherence by 
Panama to make possible factual consideration of our common fishery problems 
and thus reduce an area of serious friction. Panama took this action in 1953, 
primarily to provide an opportunity for study of her bait stock to avoid the 
depletion which occurred in Costa Rica several years ago. It is of great impor- 
tance to the United States that the Commission undertake such studies 
immediately. 


DEEP SEA FISHING 


Senator Smurra. Mr. Herrington, we are very much interested in 
fishing and very interested in hearing what you have to say. I take 
it this is deep-sea fishing that is concerned here? 

I might ask if we could have a brief explanation of the five Com- 
missions making up this appropriation item. Also indicate what 
portion our Government contributes to the total budget of the 
respective Commissions, and what were the major accomplishments 
of each Commission in the past year. 

I understand there are five’Commissions; is that correct? 
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INTERNATIONAL FiIsHEeRIES COMMISSIONS 


STATEMENT OF WILLIAM C. HERRINGTON, SPECIAL ASSISTANT 
FOR FISHERIES AND WILDLIFE, ACCOMPANIED BY ARNIE J. 
SUOMELA, ASSISTANT DIRECTOR OF FISH AND WILDLIFE, 
DEPARTMENT OF THE INTERIOR 


PREPARED STATEMENT 


Mr. Herrineron. | am W. C. Herrington, the Special Assistant 
for Fisheries and Wildlife to the Under Secretary of State. 

I have with me, Mr. Suomela, the Assistant Director of the Fish 
and Wildlife Service, and the United States Government representa 
tive on two of the Commissions, the Salmon Commission and the 
Northwest Atlantic Commission. ; 

[ have a brief written statement, which I won’t take your time to 
read, but I would like to submit it for the record with your permission 

Senator Smira. You may put it in the record and give us the high 
spots of it, 

The statement referred to follows:) 


Chis is the first time the heading, ‘International Fisheries Commissions,’ has 
appeared in a State Department budget but the members of this committes 
know that fisheries commissions have been operating for many years The 
United States share of the financing of these international joint conservatior 
programs has previously been budgeted partly under ‘‘American sections, Inter 
national Commissions,’ partly under “Contributions to international organiza 
tions,”’ and partly under ‘Missions to international organizations.”’ The following 
organizations are included: International Pacific Halibut Commission, Interna 
tional Pacific Salmon Fisheries Commission, Inter-American Tropical Tuna 
Commission, International Commission for the Northwest Atlantic Fisheries 
ind International Whaling Commission. As the officer in the Department who 
has responsibility for international fisheries policy and who finds the Fisheries 
Commissions play an essential role in carrying out that policy, I am pleased 
that this smell group of similar specialized Commissions has been brought together 
inder an appropriate heading for consideration by the Congress. 

The continuing productivity of natural resources is a matter of critical impor 
tance to the people of this country and of all countries. As far as the fishery 
resources of the high seas are concerned, where fishermen of more than one 
country operate side by side and draw upon the same resources, the only way 
to assure this continuing productivity is by international agreement 

Numerous and varied attempts during the past century had been made to 
implement successfully such objectives and agreements, but with little success 
prior to the establishment of our first fishery commission, the International 
Pacific Halibut Commission, in 1923. 

Che outstanding success of the Halibut Commission led to the increased use of 
fishery commissions to solve persistent conservation problems of high-seas fisheries 
By working out such conservation problems with other nations on a cooperative 
and friendly basis, the commissions also serve to eliminate sources of friction be 
tween the countries they represent. 

Che Fisheries Commissions are composed of representatives from each of the 
governments, the representatives being carefully chosen for their ability in 
administering the resource for its greatest usefulness. The Commissions differ 
individually in their organizations but essentially they are concerned with two 
things: scientific investigation of the particular fishery and recommendation of 
any necessary measures to maintain or increase its productivity. 

An appeal has been made to the chairman of this committee for restoration of 
the amount by which the President’s budget was reduced in the House. A very 
careful and conscientious effort had been made in the preparation of estimates for 
these commissions to keep them at the lowest level commensurate with sound 
economy and international obligations which were incurred when the conventions 
were ratified. We find ourselves being critized to an increasing extent by the other 
signatories for what appears to be a failure to support perpetuation of important 
natural resources which are of concern to these other nations as well as to ourselves. 
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By supporting these Commissions, the United States is investing dollars to 
maintain and increase resources which return the investment many times over 
through taxes, as well as provide employment and food for many citizens. 


CONSOLIDATION OF APPROPRIATIONS 


Mr. Herrineton. Yes, sir. 

Mr. Suomela also has a short statement to submit for Mr. Farley, 
the United States Government’s representative on the Inte r-American 
Tropical Tuna Commission. 

Senator Smiru. Are these all in support of your request to restore the 
$30,000 from the House cut? 

Mr. Herrinctron. They all bear on the overall category of the 
budget item. 

This budget item, International Fisheries Commission, is a new 
budget category. In previous years, the operating expenses of these 
Commissions we re split among three separate budget items. They 
were under American sections, under contributions to international 
organizations, and under missions to international organizations. 
This year for the first time they are lumped together in one item 
We believe it will facilitate the consideration of the budget for these 
Commissions. 


FUNCTIONS OF FISHERIES COMMISSIONS 


I would like to make a few remarks concerning some of the unique 
characteristics of the Fisheries Commissions. They are charged with 
research and management of valuable international resources. If 
these resources lay in our inland or Territorial waters, they could be 
managed by the State governments or by the Federal Government. 
However, since they are international resources, they must be handled 
through cooperation and through international agreements, such as 
we have with a number of other countries here. 

It is through these commissions that the United States Govern- 
ment meets its responsibility to our own people to maintain these 
resources in a productive State, and also our responsibility to the 
governments of other countries, that are also participating in these 
resources, to see that the efforts of our fishermen do not cause a 
decrease in the international resources. 

They are not primarily service organizations, although some of 
the information they get provides a great deal of help to our citizens. 
They are primarily income producing organizations. They provide 
jobs and taxable income to the United States Government. 


INTERNATIONAL PACIFIC HALIBUT COMMISSION 


I have two examples particularly that I would like to refer to, of 
this income producing nature. One is the International Pacific 
Halibut Commission, a commission which has been functioning now 
a little over 30 years. It has the responsibility for research and man- 
agement of the North Pacific halibut. 

Prior to the operations of this Commission, these resources were 
rapidly declining. After research and management by the Commis- 
sion, the decline was halted. ‘The resources have been restored, so 
that the present yield now averages about 18 million pounds a year 
more than during the low period, when the Commission was organized. 

Senator McCarran. How did that come about, that increase? 
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Mr. Herrineton. Through the measures taken by the Commis- 
sion to provide for restoration of stocks and continued regulation by 
the Commission. 

Senator McCarran. That is, regulation of our own citizens? 

Mr. Herrineton. Our citizens and Canadian citizens. 

This Commission is a joint enterprise of the United States and 
Canada. The regulations which it recommends cover both United 
States and Canadian fishermen, the only two participating. 

Senator ELLENDER. You mean regulations as to the size and type 
of catch, and so forth? 

Mr. Herrineton. That is correct, sir. 


JUSTIFICATION FOR INCREASE OVER 1954 


Senator ELLENDER. I notice here you are asking for $5,000 more 
than you got in 1954. What do you expect to use that for? 

Mr. Herriveron. The increase is required to cover additional 
responsibilities under a treaty which we negotiated and signed with 
Canada last year, that is, a revised treaty, which gives the Commission 
additional responsibility in the way of management of the fishery. 
This was described at the time the new treaty and the legislation was 
presented to the Congress. 

Instead of having one open season, the season now would be pro- 
longed, a series of open seasons. 

It is expected that ia this way the yield would be increased between 
7 and 8 million pounds, worth between $1 million and $1% million. 

Senator ELLENDER. But who inspects this? You don’t have any- 
thing to do with the inspection service, do you? 

Mr. Herrineron. No, sir. The Commission makes the regula- 
tions, and they are then put into law ia the United States and Canada. 

Senator ELtenper. Then why is it necessary to have this $5,000 
more? I can’t understand it if you don’t inspect. 

Mr. Herrineron. The Commission must have men on the ground 
to observe the quantity and the sizes, and other information which will 
guide them in the following years in this management program. 

Senator ELLENDER. Why can’t that be obtained from those who 
make the actual inspecticns in Canada and the United States? 

Mr. Herrineron. The inspectors have nothing to do with the 
research program. The inspection is law enforcement and to see 
that no boats are operating during the closed period. This money 
covers the records of landings, the size of fish, the quantity of fish. 

Senator ELtenpER. How much does Canada put up? 

Mr. Herrineton. She puts up an equal amount. 

Senator McCarran. Does South America participate at all? 

Mr. Herrineron. This is only between the United States and 
Canada. 


INTER-AMERICAN TROPICAL TUNA COMMISSION 


We have another Commission that covers interests that extend 
down the coast of South America. That is the Inter-American 
Tropical Tuna Commission. 

Senator McCarran. Is Canada also a member? 

Mr. Herrineton. No, Canada is not a member of that Commis- 
sion. That covers the fishery extending from the coast of California 
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down to the coast of Peru, lying off the coasts of 10 countries, includ- 
ing the United States. 

Senator McCarran. How much are you asking for that? 

Mr. Herrineton. The present budget, $127,195. 

Senator McCarran. That item has been increasing from year to 
year, if I am not mistaken, has it not? 

Mr. Herrineron. Senator, when that treaty was presented for 
ratification, it was estimated it would cost us about $350,000 a year. 
The first year it was granted 

Senator McCarran. You are not answering my question, if I catch 
your answer. That appropriation 3 years ago was much leas than it 
is this year, and each year it seems to increase just a little more. 
Now, why is that? 


PRIOR YEAR APPROPRIATIONS 


Mr. Herrincron. The first year, I believe, it was $60,000 that was 
appropriated for the Commission. 

Senator McCarran. When was the first year? 

Mr. Herrineron. That was 3 years ago, was it not, sir? In 1952. 
That was to enable the Commission to get started. In the present 
year the appropriation went up to $107,000. 

Senator McCarran. That was 1952. Didn’t the Commission 
exist before 1952? 

Mr. Herrineton. It was ratified in 1950. 

Senator McCarran. And came into existence in 1951. We made 
the appropriation in 1951, 

Mr. Herrincron. I am sorry. I don’t have the figures for each 
year’s appropriation here. 

Senator McCarran. You can check this and see if I am not right. 
That was for $60,000. Is that not right? 

Mr. Herrineton. Yes. 

Senator McCarran. Now, in 1952 what was your appropriation? 

Mr. Herrineton. We got $60,000 in 1952. 

Senator McCarran. I think you got that in 1951. I may be 
mistaken about that. What I am leading up to is that there has been 
a continuous increase in this appropriation. 1 would just like to know 
why. 

Mr. Herrinctron. The basic reason is that the first year’s appro- 
priation covered only enough to get the Commission started. 

Each year the Commission has asked for enough money to meet its 
full program. The Congress has seen fit to expand its operations 
somewhat. ‘The appropriation in 1954, this fiscal year, was increased 
to $107,000 to enable it to undertake some additional work in the 
Gulf of Nicoya in Costa Rica. 

\ir. Winger. The Inter-American Tropical Tuna Commission re- 
quired funds for the first time in the fiscal year 1951, and since no 
specific appropriation was provided expenses for the portion of the 
year for which it operated were paid from “Tnternational contingencies”’ 
and totaled $12,500. For each of the fiscal years 1952, 1953, and 
1954 appropriations were granted under “American sections, inter- 
national commissions,”’ as follows: 


1952 ‘ .. $60, 000 
1953 ‘ : 59, 900 
1954 110, 000 
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For 1955 we propose to establish a new appropriation for Inter- 
national Fisheries Commissions and include funds for the Inter- 
American Tropical Tuna Commission in that appropriation. We 
are therefore making a comparative transfer of $107,000 of the 
1954 appropriation, which was for our share of the expenses of the 
Inter-American Tropical Tuna Commission, to the new appropriation 
proposed. The balance of the 1954 appropriation, $3,000, which 
was provided for travel of the United States members of the Com- 
mission, is shown as a comparative transfer to “International con- 
tingencies” and such travel will be paid from that appropriation 
hereafter. 

Senator McCarran. Have the South American countries con- 
tributed an equal amount? 


COSTS OF COMMISSION PRORATED 


Mr. Herrineton. The costs of the Commission are prorated in 
relation to the interests or the quantity of tuna taken by the different 
countries. The United States takes practically all of the tuna in the 
area. The United States share has been something over 99 percent. 
Costa Rica contributed, I think, two-tenths of 1 percent last vear. 
Now the minimum is $500 to any member. There are now three 
members, the United States, Costa Rica, and Panama. 

Senator McCarran. Does Mexico come into that at all? 

Mr. Herrineton. Mexico is not a member, sir. We would like to 
see more of the Latin countries in this area participate in the Commis- 
sion, but at the present only three countries are members. 

Senator McCarran. Hasn’t there been some controversy between 
this country and Mexico? 

Mr. Herrincron. There has been, but primarily in the gulf with 
respect to the shrimp fishery. 

Senator McCarran. I was talking about the tuna fishing. 

Mr. Herrineton. We have had no trouble on tuna with Mexico in 
the recent years 

Senator McCarran. Do you get any tuna out of the Gulf of 
California? 

Mr. Herrineron. Some is taken up in that area. There is a 
considerable quantity taken along the Mexican coast. 

Senator McCarran. Has there been any controversy there between 
Mexico and this country? 

Mr. Herrineron. Not in recent years, sir. 

Senator McCarran. Not in recent years? 

Mr. Herrineton. No. 

Senator McCarran. It seems to me that sometime past, not so 
very long ago, I heard of a controversy with reference to our tuna 
fishing. When we get to this program, the reason I make mention of 
it is because I have watched this program starting from nothing, and 
[ have watched it grow little by little, and I was just wondering what 
the results are, comparable to the increase. 

Mr. Herrineton. The results of the Commission’s work? 

Senator McCarran. Yes. 
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ACCOMPLISHMENTS OF TUNA COMMISSION 


Mr. Herrineton, With the money that has been available, it 
has first made a very extensive study in getting the statistical records, 
to show the trend of the fishery, the availabi ity of fish, an index of 
the availability of tuna. to get an idea of whether the full utilization 
of the resource is being approached, The results from that tsudy up 
to the present indicate that full utilization is being made of the yellow 
finned tuna, one of the principal species. We are not yet making full 
utilization of skipjack, the second important species. ~ That informa- 
tion is of very considerable use to our canning industry as a guide to 
the direction of their development of the industry, 

The Commission carries on a great deal of work on bait stocks. 
The bulk of our tuna are caught with live bait, and our boats are 
dependent on the bait resources found inshore, which they get on the 
basis of licenses from the various countries. Mexico is one of the 
important countries. Costa Rica is one, and Panama is an important 
country. The Commission is doing work on the bait stocks to find 
out what measures should be used to maintain the quantity of the 
bait. They have begun work on the migrations of tuna, on the 
Separate stocks of tuna, and work of that nature, and some on the 
hydrography of the regions, 


BAIT PROBLEM WITH COSTA RICA 


Senator ELLENDER. Wasn’t there some difficulty between some of 
our people and either Costa Rica or some other Central American 
country about bait? 

Mr. Herrineton, Yes. We have had a problem with Costa 
Rica. 

The problem was that about 2 years ago the bait completely dis- 
appeared from the Gulf of Nicoya, a bay in Costa Rica. The dis- 
“pPPpearance apparently was connected with the conditions in the sea. 
The people around there believed that it was a result of our heavy 
fishing. 

The Commission last year with some of the additional funds 
carried out a transplantation experiment to restock that area. It is 
too early yet to determine the success of the experiments. 

Senator ELLENDER. What are you doing in order io accomplish 
that? 

Mr. Herrineron. They brought bait up from the Gulf of Panama 
in the bait wells in some of the chartered boats. 

Senator ELLENDER. Who paid for that? 

Mr. Herrincron. That was paid for by the Commission. The 
Commission hired boats for this purpose. 

Senator ELLeENpER. Was that the reason for the increase in appro- 
priation ? 

Mr. Herrineton. The increase this year is to take care of addi- 
tional work in connection with the adherence of Panama to this 
convention. And the primary reason that Panama joined was in 
order to obtain more information about the bait stocks, 
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HOUSE REDUCTION 


Senator Smirn. Any further questions? 

What is the reason that the House reduced your estimate by $23,500? 

Mr. Herrineton. I am not aware of it, sir. I am not aware of 
the reason for the reduction. That will reduce it to about $3,000 less 
than last year. 

Senator McCarran. Can you get along with that? 

Mr. Herrineton. The Department is very much interested in see- 
ing this cut restored. We believe that with the reduced amounts the 
Commission will not be able to meet even its minimum obligations. 

Senator McCarran. What is it you will not be able to do? 

Mr. Herrineron. I would expect this would make it impossible 
for the Commission to do much of any work down around Panama. 

The importance of this Commission and its operation is particularly 
great in view of some action taken at the Caracas meeting of the 
Organization of American States. A number of these countries have 
maintained for some time that the only way they can protect their 
resources along the coast, their fishing resources, against overfishing 
in general and against the operations of the American boats in partic- 
ular, is through the extension of their territorial jurisdiction for at 
least 200 miles off their coast, a move which is very much against 
our interests. 

Our position has been and is that the conservation of these resources 
can be much better taken care of through agreements such as this 
Inter-American Tropical Tuna Commission, where we work together 
in\the study of the resources and in the regulation of the resources. 
We have stated to these countries as a part of our policy that we are 
ready to cooperate with them in such studies and such management 
wherever they have a joint interest with us. This Commission is the 
chief example of the operation of this policy. At the Caracas meeting 
one of the resolutions that was approved, a resolution submitted by 
Ecuador, was to call a meeting in 1955 to consider the problems of 
territorial jurisdiction and the conservation of resources. We believe 
it is very important that this Commission should operate successfully, 
as an example of how these problems can best be handled. 

The Department would consider it jeopardizing the successful oper- 
ation of the Commission and of its responsibilities off the west coast 
of Latin America if the cut in the appropriation, the budget, should 
go through, as reported by the House committee. 


LOCATION OF PERSONNEL 


Senator McCarran. How much personnel have you in Washington 
for this commission? 

Mr. Herrineron. The Commission has no personnel in Washing- 
ton. 

Senator McCarran. Where is your personnel located? 

Mr. Herrineton. The headquarters of the mission is in San Diego. 

Senator McCarran. How many personnel there? 

Mr. Hereartneron. I do not have a list of the staff. I will submit 
that for the record if you like. 

Senator McCarran. Can anybody here answer that? 
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Mr. Wixser. I would be glad to supply it for the record, Senator. 
It is a very small number. 

(The information referred to follows:) 

As of April 26, 1954 the Inter-American Tropical Tuna Commission employed 
13 people full time and 3 part time. Eleven of these are at San Diego, 4 at Costa 
Rica and 1 at San Pedro. 

Senator McCarran. How many personnel have you in total? And 
how many are located in San Diego, and how many are located else- 
where, if there is an “elsewhere”? 

Mr. Herrincron. They have a few men in Costa Rica engaged in 
the bait studies, in addition to the staff in San Diego. 

Senator McCarran. How many boats do you operate, if any? 

Mr. Hexrineton. They operate no boats. The work at sea they 
have done, you see, has been on boats of the Scripps Institute and on 
some of the commercial boats. 

Pardon me, sir. They have, I believe, one small boat working on 
bait studies in Costa Rica. 

Senator ELLENDER. Does that apply to all these commissions? You 
don’t have any boats at all for any of these commissions? 

Mr. Herrineron. Generally, chartered boats are used. 


INTERNATIONAL WHALING COMMISSION 


Senator ELuenper. I notice you have an item of $420 for the Inter- 
national Whaling Commission. What can you do with that sum of 
money? 

Mr. Herrineton. It is $420. 

Senator ELLenprER. Is it just to keep it alive? 

Mr. Herrineron. That is the administrative cost of the commis- 
sion. It has no permanent staff. It meets once a year. This covers 
the secretarial cost, and so on. 

Senator ELLenpER. Why is it necessary to have this commission 
at present? 

Mr. Herrineton. That is a commission which deals with the 
study and management of the Antarctic whaling resources. It is 
only through the activities of this commission that they are preserved. 
They were being rapidly wiped out. 

Senator ELLENDER. You are able to do all that with $420? 

Mr. Herrineron. The research itself is done by the individual 
countries, so that this covers only some of the administrative costs of 
the meeting. 

Senator ELLENDER. What is the budget of the commission, as a 
whole? 

Mr. Herrineton. $1,800, I believe. 

Senator ELLENDER. That is to keep some secretary busy, I guess, 
isn’t it? 

Mr. Herrineton. There are 18 countries participating in the 
whaling commission. 

Senator ELLENDER. What is your entire budget? 

Mr. Herrineion. Eighteen times $420. 

Mr. Wiiser. About $7,500. 
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COMMUNICATIONS 


Senator KNowLanp. Mr. Chairman, I would like at this time to 
have printed in the record a letter under date of March 25, which | 
received from the American Tuna Boat Association, in support of the 
full budget recommendation. 

We believe in view of the importance of the tuna industry in this 
country, the members of the committee will find the factual informa- 
tion in this letter of value in considering appropriation. And also 
a telegram which I have received from the Fishermen’s Cooperative 
Association, requesting that the amount be increased to $225,000. 

[ think we had considerable testimony, if the members will recall, 
last year, on the importance of bringing in several countries in the 
ceneral agreement, and I believe for a while Ecuador, which held 
out, or one or more of the countries of the Central and South Americas 
that held out, have now come into the picture. 

This is important if they are to achieve the results that are necessary 
to provide the necessary factual information on which later decisions 
can be made. 

(The communications referred to follow:) 


San Pepro, Caurr., March 12, 1954 
Hon. Wiit1aM F. KNow ann, 
United States Senate, Washington, D. C 
Urge you use best efforts to restore Tropical Tuna Commission request for 
$225,000 to budget tuna research essential to a healthy California tuna industry 
FIsHERMEN’S COOPERATIVE ASSOCIATION. 


AMERICAN TUNARBOAT ASSOCIATION, 
San Diego, Calif., March 25, 1954 
Hon. Wituiam F. KNow.Lanp, 
United States Senate, Washington, D. C 

My Dear Senator KNow.anp: We wish to acknowledge with appreciation 
the receipt of your wiré assuring us of your continued support of the Inter- 
American Tropical Tuna Commission, and particularly that you would take a 
stand in full support of its appropriation at the forthcoming meeting on the 
budget of the State Department 

The action of the House committee has actually resulted in a reduction of the 
$107,000 operating budget for the present fiscal year to a figure of $103,920 for 
the coming year. This is particularly difficult in the face of the fact that it 
appears that the work necessary following the adherence of Panama to this Con- 
vention cannot be prosecuted in the manner in which it should be handled 

Over the course of the last several years numerous communications have been 
exchanged between us in regard to the Tuna Commission. There was considerable 
wisdom in advancing the initial legislation for the establishment of this Commis- 
sion. The purpose was, and still is, that it provide information on one of the 
most important of the food fisheries of the eastern Pacific It can, through the 
adherence of other nations, provide that information for the common good of all 
It would also have the effect, if properly handled, of offsetting extreme claims and 
actions based upon lack of adequate information. 

The Tenth Inter-American Conference of the Organization of the American 
States saw the introduction of Document 150 by the delegation of Ecuador 
There are certain excerpts from this document which bear upon the subject at 
hand. We enclose a copy of this document and wish to draw particular attention 
to certain of the statements made therein 
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1. “Each state must take the measures deemed necessary to exploit the natural 
resources in the areas under their sovereignty and jurisdiction in accordance with 
standards that insure prudent utilization so that they may be saved from undue 
or wasteful exploitation that could exhaust them; * * *,”’ 

This paragraph states the case of the necessity of prudent utilization. Prudent 
utilization can best be determined in any field by scientific investigation and the 
study of the history of the activity. The Tuna Commission is engaged in both 
these activities and therefore would fill a need in that particular direction. 

2. “It is to the general interest to conserve such wealth and utilize it properly 
for the benefit of the state possessing it, the hemisphere, and the community of 
nations, as was recognized by the economic charter of the Americas and Resolution 
IX, adopted at the Ninth International Conference of American States, held at 
Bogotaé in 1948, which called to the attention of the American states the facts 
that the continued depletion of renewable resources is incompatible with the 
objectives of a higher standard of living for the American peoples, inasmuch as 
the progressive reduction of potential supply of food and raw materials would 
eventually weaken the economy of the American Republics; * * *.”’ 

Here again it mentions the fact that there should not be depletion of renewable 
natural resources. The tuna fishery is an important renewable natural resource 
The activity of the Tuna Commission was begun over 5 years ago with the purpose 
of doing what has rarely been done in fisheries before and that is initiating a pro- 
gram of study and research far in advance of any signs of depletion. An appro- 
priation adequate to the work of the Commission would greatly assist in this 
direction. 

3. ‘‘That such national sovereignty and jurisdiction shall include an area of 200 
marine miles, reckoned from the outermost points of the coast, as the most 
adequate means of preserving and facilitating the conservation and utilization of 
the natural resources of each state.’’ 

In this section of the document Ecuador brings to the attention of the other 
nations that there should be abandonment of the historic 3-mile limit and that 
200 miles should be embraced as ‘the most adequate means of preserving and 
facilitating * * * conservation and utilization * * *.”’ Actually, such an exer- 
cise of jurisdiction would create strong international repercussions. It would 
not fulfill the purpose of facilitating conservation and utilization. An organization 
such as the Tuna Commission, with its study of the resources, would be able to 
take either advisory steps or in time provide the basis for regulatory steps in this 
direction. 

4. “That consequently it shall be the duty of the riparian state to supply the 
legal, regulatory, and technical measures for the conservation and utilization of 
the natural resources that now exist, or those taat may be discovered in the said 
areas under its soverignty, for its own benefit, the benefit of the hemisvhere, and 
the community of nations.”” [Italic supplied.] 

Here again we have the suggestion that son ething ought to be done about 
conservation and utilization. The suggestion is tnat there would be a number 
of organizations created to carry on this work. Inasmuch as much of this work 
would be done on the high seas unless someone embraces the 200-mile limit it 
would involve the community of nations and cooperative work. The Tuna 
Commission, through its history in this activity and the fine work it has done 
thus far, is in a position to provide effective work in the field. It would be 
unreasonable to abandon its work at the present time, and with this assertion of 
the need by Ecuador it appears clear that further emphasis should be given to the 
work of the Commission. In this manner the expressed intent of the Ecuadoran 
delegation at the United States-Ecuador Fisheries Conference in 1953 could be 
carried forward. That expression was to the effect that Ecuador should affiliate 
with the Tuna Commission and its sponsoring countries—the United States, 
Costa Rica, and Panama—in order to learn something of the resources in order to 
take such action as might be considered appropriate after findings have been made. 

After all these years, and after all this exchange of correspondence with many 
persons in the Congress and in the various departments of the Government, we are 
still of the firm opinion that the Inter-American Tropical Tuna Commission 
represents one of the solid accomplishments of the fisheries of the United States. 
It is important because it has begun its activities in advance of any signs of 
depletion. It is important because it has worked cooperatively with other nations 
in a high seas fisherv. It is important because it provides a means whereby it is 
not necessary to get into the difficult problems of jurisdictional territorial waters 
to take care of the conservation and utilization problems of the naticns concerned 
with the tuna fishery. It is therefore important that the activity be under- 
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written. It is quite possible that the industry has not done the best job it could 
in bringing these problems to the attention of others, particularly the subcom- 
mittee of the House of Representatives. However, we are counting once more 
on your assistance, an assistance for which we are indeed grateful and an assistance 
which has done a great deal for the maintenance of the activity of the Commission 
Yours very truly, 
Harouip F. Cary, General Manage 


TOTAL PERSONNEI 


Mr. Herrineron. It was Panama tbat was interested in that 
hearing last year. Ecuador has shown some interest, but so far has 
not joined. 

Senator McCarran. Did I make myself clear that there should be 
put in the cecord the number of personnel? 

Mr. Wiuper. Yes, Senator. 1 would be glad to take care of that. 

Senator McCarran. No one here can state how much personnel 
altogether? 

Mr. Heraineron. In the Tuna Commission? 

Senator McCarran. Yes. 

Mr. Wiser. | believe it is 5 or 6, Senator, but 1 don’t have the 
exact figure here. I believe it is only ‘about 5 or 6 people. 

Senator McCarran. They are located in San Diego? 

Mr. Wivper. Yes. 

Senator ELtuenperR. Mr. Chairman, as I recall, last year and the 
year before that, we were supposed to have a report from the State 
Department indic ating the number of these commissions that were 
going to be cut out. 

Mr. Wiiper. Beg pardon? 


COMMENTS ON LIQUIDATION OF COMMISSIONS 


Senator ELLenpER. It was either last year or the year before that 
an effort was made to curtail several of these commissions, not par- 
ticularly with reference to the fisheries, here, but some whose functions 
had long expired, yet they were still being kept up. 

I remember we had one in particular last year, and you were going 
to report to us that you were in the process of cutting out some others. 

Now, would you be able to report to us now, or later, as to what 
has been done in reducing these many aimuaiainat 

Mr. Wixser. I| believe that pertained more particularly, did it not, 
to the international organizations? 

Senator ELLENDER. Yes, and also some of these commissions. 

As I remember, you said that a close study was always being made, 
and some effort would be made to eliminate some of them. 

Mr. Wixser. I recall that very well, Senator. 

Senator ELLenperR. I wonder if you will check into that and let 
us have your report as to what has been done since our last appro- 
priation bill was considered. 

Mr. Wivser. Fine. I would be glad to do that, sir 

(The information referred to follows:) 

The Department has recently undertaken a critical review of the participation 
of the United States in the so-called smaller international organizations 


On November 18, 1953, the Deputy Under Secretary, Mr. Robert Murphy, 
who was then Assistant Secretary for United Nations Affairs, addressed to the 
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heads of each of the executive departments and agencies having a possible interest 
in these international organizations a letter which reads in part as follows: 

“My Dear Mr. Secretary: Congressional hearings and, in particular appro- 
priation hearings of recent date, indicate that the Congress entertains serious 
doubts concerning the value of continued United States participation in a num- 
ber of the smaller international organizations. This Department, in the dis- 
charge of its responsibility for presenting to the Congress the request for appro- 
priations for contributions to international organizations, is required to review 
the question annually. In view of the emphasis which the administration and 
the Congress are currently placing upon effecting all possible measures of economy, 
the reconsideration this vear of the extent to which participation in the organiza- 
tions in question serves United States interests takes on particular importance.” 

After listing the organizations in which the particular Department addressed 
in the letter might be interested the letter went on to say: 

“‘We would appreciate being furnished, at your earliest convenience, not only 
your conclusions as to the value of the organizations but some concrete estimate 
of the degree in which their programs serve United States interests. In this con- 
nection we would find it most helpful to be advised of the following: 

‘““(a) The relation of the functions of the organization to United States activities 
and interests with particular reference to their value to United States commerce, 
industry, and governmental or other public interest 

**(b) The conditions under which the benefits in question could be obtained by 
unilateral United States action 

““(c) An evaluation of the effectiveness of the organizations with particular 
reference to the relation of its budget to its achievements.” 

Replies were received from each of the departments and agencies to which such a 
letter was addressed. These replies generally manifested not only the keen 
interest of those consulted in the important technical services which these organi- 
zations rendered to the United States, but also indicated the economy to the 
United States of having other countries share in the cost of these activities. In 
view of these replies, and special political considerations in a few instances, the 
Department is recommending no immediate withdrawal of the United States 
from any of these organizations. Should the committee so desire, the Department 
will be pleased to make available the full detail of the exchange of correspondence, 
and to submit a statement on the pclitical considerations referred to above. 

As reported to the committee last year, the following intergovernmental organi- 
zations, of which the United States was a member, have been terminated or merged 
with other organizations: 

International Refugee Organization 

Inter-American Coffee Board 

Inter-American Committee for Political Defense 
Inter-American Development Commission 

Inter-American Trade-Mark Bureau 

Intergovernmental Committee on Refugees 

International Institute of Agriculture 

International Technical Committee of Aerial Legal Experts 
International Penal and Penitentiary Commission 

Central Bureau of the International Map of the World on the Millicnth Scale 
International Office of Public Health 

Inter-Allied Reparation Agency 

International Authority for the Ruhr 

European Centra] Inland Transport Organization 

European Coal Organization 

In addition, the secretariat functions of the following three agencies have been 

transferred to the Pan American Union: 
Inter-American Commission of Women 
Inter-American Economic and Social Council 
Inter-American Statistical Institute 


HOUSE COMMITTEE REPORT 


Senator Know.anp. Mr. Chairman, I merely want to direct the 
attention of the committee to some language which appears in the 
House committee’s report, that I think we will need to give some 
attention to, to counteract this. The report itself is fairly short. 
I will read it. 
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Under the heading of International Fisheries Commission, | quote: 


The bill includes $295,000 to finance the United States share of the expenses 
of the International Pacific Halibut Commission, International Pacific Salmon 
Fisheries Commission, Inter-American Tropical Tuna Commission, International 
Commission for the Northwest Atlantic Fisheries, and the International Whaling 
Commission. This is a new appropriation item. However, provision was 
previously made for the same commissions in other appropriation items. The 
total recommended herein is the same as for the current fiscal year. It repre- 
sents a reduction of $30,000 in the budget estimate. 


COMMENTS ON HOUSE REPORT 


Now, on that | am not raising any complaint. I think we could 
argue as to whether they should or should not have reduced the 
amount under the budget. But the language I am complaining of 
now follows. It says: 

None of the reduction is to be applied to the request for the International 
Pacific Salmon Fisheries Commission 
which means that the entire cut would have to be applied other 
places, and that Commission would get presumably its entire amount 

Now, I am not underestimating the importance of that, nor am | 
advocating a reduction for the Pacific Salmon Fisheries Commission, 
because I think they are doing important work also. But I do object 
to the House making a reduction and then giving a hundred percent 
presumably to one group and taking the whole cut out of the hides 
of the others, and I shall oppose that language, regardless of what the 
committee may do. 

And I request certainly that this committee insert such language 
that if a cut is made, it will apply proportionately to all of them, 
rather than in the way the House has apparently tried to doctor it up. 

Senator ELLenprER. But according to the statement before us here, 
it increased the Salmon Commission. And they have taken off 
$23,500 from the Tuna Commission. 

Mr. Witsper. The effect is as Senator Knowland indicated. We 
were cut the entire amount of the increase. 

Senator ELtenperR. You did that? 

Mr. Witper. That is correct. 

Senator ELLeNDER. | wonder why we can’t make them put that 
in the appropriation? Why use such language as that? 

Senator KNowLanp. In any event, I merely want to point out that 
this is still a 2-House legislative Congress; and 1 House is not writing 
the policy for the 2 of them. So there will be some language in the 
Senate report which shall keep in mind that both bodies will have a 
say in this matter. 

Senator Suir. That places you between the devil and the deep 
blue sea. 

Mr. Herrineton. We believe that the Salmon Commission is doing 
an outstanding job. We would also like to see the money restored 
for the other commissions. 

Senator ELLeNpER. I have not been advocating the cutting of the 
salmon amount, but I certainly take a dim view of it all being taken 
out of the Tuna Commission. 

Senator Smirx. Any further questions? 

If not, we will proceed to the next item, which apparently is the 
International Claims Commission. 

45431-—54—-pt. 2 % 
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Mr. Svometa. In the absence of Mr. Farley of the Inter-American 
Tropical Tuna Commission, may I present his statement and submit 
it for the record? 

Senator Smirn. Yes. It will be received. 

Mr. Herrineton. Thank you, Mr. Chairman and gentlemen. 

(The statement referred to follows:) 


STATEMENT OF JoHN L. Fartey, Unirep States ComMIssIoner, 
INTER-AMERICAN TrRovicaL TUNA CoMMIssION 


The President’s budget requested that the sum of $127,195 be appropriated 
for the United States contribution to the Inter-American Tropical Tuna Commis- 
sion. This figure is an increase of $20,195 over the appropriation for the fiscal 
year 1954. The increase was requested in order to permit the Commission to 
undertake a study of the bait fish stocks in the Gulf of Panama. As the commit- 
tee knows, the greater part of the tuna fleet depends upon a supply of live bait 
for its existence. Without it, they catch no tuna. The most important source 
of live bait south of Mexico is the stock in the Gulf of Panama. It is essential 
that we learn enough about this stock to be able to insure its perpetuation. 

The Commission has not undertaken this particular study earlier because the 
fish live almost entirely within the territorial waters of Panama. That country 
was not a member of the Commission and there was no practical means of obtain 
ing the cooperation necessary for a study of the stock and for implementation of 
whatever management measures might have been shown necessary. 

In the last year, the situation has changec. Panama has become a member of 
the Commission. The means for cooperation now exist. The Commission has 
therefore, requested $20,195 with which to undertake the investigation. 

The Commission believes that this investigation is essential and must be under- 
taken quickly. The welfare of the industry is, to a great extent, dependent upon 
the perpetuation of these stocks. 

The action of the House of Representatives has not only eliminated funds re- 
quested for this investigation but, in continuing the appropriation for all fishery 
commissions at the 1954 level, and at the same time authorizing an increase of 
$4,500 for one of them, it has resulted iu a reduction of funds for the Tuna Com- 
mission below the 1954 level. 

This reduction (approximately $3,000) means a curtailment of work already 
in progress. The Commission feels that the funds which it has received in the 
past have been far from adequate to permit it to do the job set out for it in the 
treaty. It has, however, recognized the great need for economy and has, ac- 
cordingly, eliminated from its research program all projects except those which 
it considered of highest priority, those which it considered essential if it were to 
accomplish anything. This further reduction requires a slowing down of these 
essential projects. 


INTERNATIONAL CLAIMS COMMISSION 


STATEMENT OF HENRY J. CLAY, ACTING CHAIRMAN, INTER- 
NATIONAL CLAIMS COMMISSION, ACCOMPANIED BY RICHARD 
W. BERG, ACTING EXECUTIVE DIRECTOR 


Senator Smiru. Mr. Clay of the International Claims Commission 
is our next witness. 

I understand the House allowed $130,000 for the Commission 
which is a reduction of $14,950 below the budget estimate. Although 
you are not asking the committee to restore the House cut, I note 
some comment in the appeals letter as follows: 

The estimate for the International Claims Commission was based on completion 
of the work of the Commission by December 31, 1954. The $130,000 approved 
by the House for 1955 will not be adequate to complete the work of the Commis- 
sion. The entire question of continuing or reconstituting the Commission for a 
period which will permit orderly completion of the Yugoslav work and the 
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adjudication of other emerging country claims must be considered with a view to 
submission of a supplemental estimate. Therefore, restoration of the reduction 
of $14,950 is not being requested at this time. 


The record will show your justification statements submitted on 
this item. 
(The justification referred to follows: ) 
INTERNATIONAL CLAIMS COMMISSION 


Summary of requirements, fiscal year 1956 


Appropriation, 1954 Supplemental Appropriation Act $220, 000 
Less estimated savings 17, 207 
Base for 1954 202, 793 


Net difference between 1954 and 1955 


Requirements Difference, 
increase 
(+) or 
1954 1955 decrease 
By projects or functions: Adjudication of claims $202, 793 $144, 950 $57, 843 57, 843 
lotal estimate of appropriation, 1955 144, 950 


Summary by object classification 


Increase or 


Estimate, 1954 | Estimate, 1955 
decrease 


“tug 953 7 
Actual, 1953 | Number 
on board 


Organization unit i June 30 - 





Num-| Annual 1953 Num-; Annual |Num-; Annual |Num-| Annual 
ber rate ber rate ber rate ber rate 
Office of the Commissioners 7 | $65, 865 4 3 | $11, 655 3 | $11,655 
Nonreimbursable details 
(commissioners 3 3 
Office of the Executive 
Director 4 19, 605 2 6 26, 54! 6 26, 545 
Office of Attorneys 15 96, 760 10 14 90, 900 14 90, 900 
Field branch 16 65, 677 16 65, 677 
Permanent positions 26 | 182, 230 16 42 | 194,777 42 | 194,777 |. 
Deduct lapse 5 | 44,081 13 | 64,125 28 | 104, 925 15 $40, 800 
Total 21 | 138,149 29 | 130, 652 14 89, 852 15 —40, 800 
Add 
W. a. e. employment 1 2, 743 1 4,100 l 3, 000 1, 100 
Terminal leave 11, 600 18, 950 18, 980 
Differentials 8, 795 2, 780 6, 015 
Allowances 15, 996 3, 424 12, 572 
Total personal services 22 | 152, 492 30 | 159, 543 15 | 118,006 | —15 —41, 537 
Travel 1, 885 32, 400 23, 044 9, 356 
Communication services 1, 388 1, 900 900 1,000 
Rents and utility services 91 100 50 50 
Printing and reproduction 580 800 400 400 
Other contractual services 937 1, 300 650 650 
Supplies and materials 1, 916 6, 450 1, 900 ~4, 550 
Equipment 1, 000 
Taxes and assessments 283 300 —300 
Total 160, 572 202, 793 144, 950 





This Commission was created by the International Claims Settlement Act of 
1949) Public Law 455 of Mar. 10, 1950; 22 U. S. C. 1621) to receive and deter- 
mine claims of the United States and of its nationals against foreign governments 
arising out of the nationalization or other taking of property of such claimants by 
the agreement of the Government of the United States to accept from such.gov- 
ernments a sum in en bloc settlement thereof. 

Two such agreements have been made to date: (1) Yugoslav Claims Agreement 
of 1948 under which $17 million was paid in lump-sum discharge of all such claims 
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for takings between September 1, 1939, and July 19, 1948, the date of the agree- 
ment; and (2) Claims Convention of 1950 with Panama, by which that Govern- 
ment agreed to pay $403,156 in full discharge of claims for certain specified takings 
and other injuries—1,547 claims amounting to $159 million have been received by 
the Commission under the Yugoslav agreement and 67 claims have been received 
under the Panamanian convention. 

The above Settlement Act of 1949 directed that 3 percent be deducted from 
amounts paid to claimants to cover the expenses of the Commission incurred in 
the determination of such claims; it also specified that the Commission complete 
its work on the Yugoslav claims by March 10, 1954. On June 30, 1953, the Com- 
mission had only disposed of 508 of the Yugoslay claims (117 final awards, 384 
denials, 7 withdrawals) and none of the Panamanian claims, having expended 
some $505,000 for expenses during the preceding 3 years, while the authorized 
3-percent deduction amounted to a maximum of approximately $520,000 for the 
2 claims funds. Thus, following the resignation of one Commissioner and the 
ending of the terms of office of the other Commissioners by the President on June 
30, 1953, the Congress passed Public Law 242 in the last session to amend the 
International Claims Settlement Act of 1949 by raising the amount to be deducted 
from awards for financing the Commission’s operations from 3 percent to 5 percent, 
and by extending the time limit for settling the Yugoslav claims to December 31, 
1954. 

Public Law 242 also provided that no permanent Commissioners could be 
appointed nor could Acting Commissioners be paid from funds appropriated for 
fiscal year 1954 for the operations of the Commission until the Commission was 
reorganized by further act of Congress. In accordance with section 3 (a) of the 
International Claims Settlement Act of 1949, the President designated two Acting 
Commissioners to perform the duties of these offices without additional compensa- 
tion. 

When the Acting Commissioners took office in August, 1,039 of the Yugoslav 
claims were still pending before the Commission, the total amount claimed being 
some $130 million. All of the Panamanian claims were still outstanding. The 
Commission estimates that by June 30, 1954, at least 500 of the 1,039 Yugoslav 
claims and all of the Panamanian claims will be disposed of. By December 31, 
1954, the work of the Commission on all of the claims now before it will be com- 
pleted. Therefore, this appropriation request covers only the first 6 months of 
fiscal year 1955. 

By June 30, 1953, the Commission had expended $505,050. The 5 percent de- 
duction from amounts to be paid to claimants out of the 2 claims funds presently 
assigned to the Commission would provide a limit of $870,000 to cover the expenses 
of the Commission. Congress appropriated $220,000 for fiscal year 1954, leaving 
a balance of $144,950 out of the total amount of $870,000; such balance is now re- 
quested for appropriation. 

The 1955 appropriation request of $144,950 is $57,843 less than the expenses 
estimated for fiscal year 1954. The decrease consists of $41,537 for personal serv - 
ices and $16,306 for other objects. 


Personal services 

The total of $118,006 requested for personal services would provide for a staff 
of 42 employees—a continuation of the peak staff planned for by the end of fiscal 
year 1954. This staff will be required in order to complete the work by Decem- 
ber 31, 1954, on which date the Commission staff will be liquidated entirely unless 
the adjudication of certain new claims is assigned to it by Congress. Included 
in the total of $118,006 requested for personal services is $18,950 needed to finance 
the liquidation with respect to terminal leave costs. The high rate of lapse results 
from the fact that this estimate is for only 6 months of the fiscal year. 

The total of $26,944 for other objects is due to travel costs, per diem and other 
costs explained below. Included in this total is $10,500 needed to bring the 
American personnel on the field staff in Yugoslavia back to the United States. 
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Travel 
Return of field staff to United States, seven l-way trips $10, 500 
Inspection trips: Commissioner, technical experts, 3 round trips 3, 000 


Per diem of field staff in Yugoslavia, away from official station 60 percent 
of time: 


Americans 7, 400 
Locals 2, 144 
Total _ _ - : 23, 044 
Communications services: Calculated on the Department’s current 
experience factor of $64.41 per man year (14 man years times $64.41) 900 
Rents and utility services: Calculated on the Department’s current 
experience factor of $4.02 per man year (14 man years times $4.02) 50 
Printing and reproduction: Calculated on the Department’s current 
experience factor of $29 per man year (14 man years times $29) 400 
Other contractual services: Calculated on the Department’s current 
experience factor of $45.69 per man year (14 man years times $45.69) 650 
Supplies and materials: Calculated on the Department’s current 
experience factor of $70.98 per man year (14 man years times $70.98) 1, 000 
Provision for gas, oil, and other expenses of automobile transportation in 
Yugoslavia - . - - 900 


PREPARED STATEMENT 


Senator Smita. Mr. Clay, will you give us a brief explanation of 
the Commission’s operations, which I understand were to be concluded 
by December 31, 1954, under authority of the International Claims 
Settlement Act of 1949, as amended? 

Mr. Cray. Yes, sir. If it please the committee, I would like to 
submit a prepared statement relative to the work and the production 
of the International Claims Commission of the United States, as 
presently constituted. And by your leave I will merely summarize 
the pertinent related items which may be of interest. 

(The statement referred to follows:) 


STATEMENT OF Henry J. Cruay, AcTING CHAIRMAN INTERNATIONAL CLAIMS 
COMMISSION OF THE UNITED STATES 


INTRODUCTION 


As you gentlemen know, this Commission was established by Congress within 
the Department of State by the International Claims Settlement Act of 1949, 
approved March 10, 1950. It was given jurisdiction to adjudicate certain claims 
of the United States and of its nationals against foreign governments for the 
nationalization or other taking of property in instances where the United States 
Government had agreed to accept a lump-sum money settlement in satisfaction 
of claims that fall within specific limitations of the several agreements. 

Thus far, agreements have been concluded with the Federal People’s Republic 
of Yugoslavia and the Republic of Panama. Under the former agreement, the 
United States, after extended diplomatic negotiations on behalf of its citizens, 
received a $17 million fund in full settlement and discharge of all claims of the 
Government of the United States and its nationals against the Government of 
Yugoslavia for property which was nationalized or otherwise taken between 
September 1, 1939, and July 19, 1948. In the latter case, a Claims Agreement, 
signed on October 11, 1950, provided for settlement of certain questions relating 
to property rights between the United States and the Republic of Panama. Under 
this agreement, the Government of Panama agreed to pay the sum of $400,000 
in full and final settlement of American claims relative to disputed property 
ownership in Panama. 

The Commission, as constituted under the International Claims Settlement 
Act of 1949 represents a major development in the orderly adjudication of claims 
in the international field. In the past, these types of claims have been generally 
assigned to special tribunals with the objective of resolving claims of a specific 
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category involving two particular countries. The International Claims Commis- 
sion of the United States is the first permanent tribunal created as a purely 
domestic institution to adjudicate claims of an international character before 
which individual claimants may appear in person with the right to a formal 
hearing to present evidence and legal arguments in support of their respective 
claims. 

Another improvement in this type of claims procedure provides a facility 
whereby, upon request by a claimant, the Commission will assist, through investi- 
gators in the field, in obtaining the necessary documents, records or copies thereof, 
in order to legally establish their claims. Although this represents an added 
burden on the Commission’s limited staff, it has provided necessary and material 
assistance to the claimants involved. 

This Commission was activated in August of 1950 when President Truman 
appointed the first three Commissioners. Commissioner Baker, one of the orig- 
inal appointees, resigned on January 16, 1953, and the terms of office of the other 
two members were thereafter fixed by President Eisenhower to terminate on 
June 30, 1953. According to the records of the Commission, during the 3 years of 
their incumbancy, the Commissioners received some 1,600 claims and settled 
508 Yugoslav (117 final awards, 384 denials, 7 withdrawals) and adjudicated 
none of the 67 Panamanian claims, 


RECENT AMENDMENTS 


The 83d Congress, Ist session, amended the International Claims Settlement 
Act of 1949 by (1) extending the time for the settlement of the Yugoslav claims 
from March 10, 1954, to December 31, 1954; (2) increasing the amount deductible 
from awards of the Commission from 3 to 5 percent, as reimbursement for ex- 
penses incurred by the Commission; (3) permitting the appointment of only 
acting members of the Commission until its reorganization by further act of 
Congress; and (4) prohibiting the use of funds appropriated for the expenses of 
the Commission during the fiscal year 1954 for the payment of salaries of the 
acting members of the Commission. After the passage of this amendment, Con- 
gress then appropriated $220,000 for the operation of the Commission for fiscal 
1954. 

REORGANIZATION OF COMMISSION 


President Eisenhower, on August 12, 1953, designated Mr. Harold B. Teegarden 
of the Securities and Exchange Commission and Mr. George W. Spangler of the 
Department of Justice as Acting Chairman and acting member, respectively, of 
the Commission. Both men undertook their new duties immediately but were 
initially limited to a part-time attention pending completion or reassignment of 
work in their regular agencies. 

Upon assuming their new responsibilities, they made an immediate survey of 
the unfinished work before the Commission. It became quite evident from the 
analysis of pending claims that, if the work on the claims was to be completed 
by December 31, 1954, with the funds provided, the previous organization and 
staffing pattern had to be drastically modified. This was promptly accomplished 
by abolishing in certain cases, and reducing the salaries in others, the numerous 
highly graded senior positions in the Commission’s Washington office. At the 
same time, the number of attorneys and investigators who actually do the basic 
work on the claims in the field and at the Washington office was increased. 

One of the reasons why the former Commission did not process a reasonable 
number of cases during the initial 3-year period was its failure to recruit a qualified 
and adequate field staff with which to gather the necessary evidence and make 
vitally needed investigations in Yugoslavia. On August 12, 1953, when the new 
Commissioners took over, there was only 1 man in Belgrade assigned to the 
Herculanean task of investigating some 1,000 remaining claims. This man’s out- 
out of investigation reports necessarily set the pace for issuing decisions in the 
Vashington office. The new Commission took immediate steps to remedy this 
situation by building up an adequate field office. We are pleased to report at 
the present time, our field staff includes 11 Americans and 9 Yugoslavs assigned 
to this vital fieldwork in Belgrade and that this phase of our work is now mov- 
ing rapidly and should be largely completed within 3 months. 


NEW RULES OF PROCEDURE 


The new members of the Commission coneluded that the Rules of Practice and 
Procedure formulated by the former Commission had to be drastically simplified 
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if claims were to be settled and disposed within the specified time limit. New 
rules were promptly promulgated and issued. These rules, which became effective 
on November 4, 1953, have resulted in eliminating many of the formal and time- 
consuming proceedings which had considerably delayed and increased the work 
of the Commission. The changes occasioned by the new rules have enabled us to 
process claims in a much more expeditious and less complicated manner. 

The new procedure has eliminated, as a requirement, all formal interoffice 
recommendations, briefs, and memoranda. It has eliminated formal prehearing 
conferences, eliminated hearings de novo, at which all evidence whether obtained 
by the claimant or the Commission was introduced; and limited hearings to 
specific factual and legai findings of the Commission upon which claimants desire 
to present additional evidence or make oral argument. In addition, the rules 
eliminate certain other practices and procedures, which slowed down the determi- 
nation of claims. 

DEATH OF ACTING CHAIRMAN 


Shortly after the new rules became effective and the Commission was ready to 
commence issuance of decisions prepared in a number of claims, Mr. Teegarden 
died on November 17, 1953, leaving Mr. Spangler the sole member of the Com- 
mission. The law requires (sec. 4, subdivision 2) that all decisions of the Com- 
mission shall be by a majority vote of the members thereof. Thus, with only 
one member of the Commission present, it was impossible to issue decisions or 
hold hearings. This unfortunate situation prevailed from November 17, 1953, 
to March 4, 1954, the date of my appointment During this period, however, 
inde: the supervision of Mr. Spangler, the field staff investigated over 200 claims 
and the trial attorneys in the Washington office were busy preparing draft deci- 
sions in a large number of claims where the investigations had been completed 


APPOINTMENT OF A NEW ACTING CHAIRMAN 


On March 4, 1954, I was appointed acting chairman of the Commission by the 
President. Between that date and April 20, 1954, we have issued 141 proposed 
decisions on claims before the Commission. The Commission has also rendered 
15 final orders and decisions in other claims in which, for the most part, proposed 
decisions had been issued and accepted by the claimants and the Yugoslav Gov- 
ernment some 10 months ago. It should be noted that these are the first pro- 
posed decisions to be actually issued by the Commission since June of 1953. In 
addition, hearings requested by claimants on proposed decisions issued by the 
former commissioners have been scheduled and are presently being held at the 
rate of two a day. 


TRIP OF ONE MEMBER TO YUGOSLAVIA 


Shortly after my appointment, Mr. George W. Spangler, the second member of 
the Commission, spent 2 weeks in Yugoslavia conferring with members of the 
Commission’s field branch for the primary purpose of providing necessary direc- 
tion concerning the Commission’s needs and requirements for appraisals and other 
evidence and insuring that the operations of the field staff are so conducted that 
all investigations may be finished by early summer with maximum efficiency and 
thoroughness. In addition to this task, Commissioner Spangler spent consider- 
able time conferring with appropriate authorities of the Yugoslav Government 
concerning the latter’s cooperation with our field staff and the necessity of their 
assistance in submitting vital evidence on the claims themselves 


PANAMANIAN CLAIMS 


The Commission has also had pending before it for several years 67 claims 
against the Government of Panama. The United States citizens involved in 
these claims were deprived of certain property rights in 1930, and many of them 
are quite elderly and in dire financial need, Sinee my appointment, several 
members of the Commission’s staff have been assigned to this particular group of 
claims for the specific purpose of disposing of this phase of the Commission’s 
work. Heretofore, only preliminary work on the cases had been accomplished 
and no decisions had been made. By April 20, 1954, 24 proposed decisions had 
been drafted, reviewed, and issued on these claims. We expect that by the middle 
of next month proposed decisions will have been issued on the remainder of this 
group of claims. 
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CASE STATISTICS 


Following are statistics reflecting what the Commission has accomplished be- 
tween October 1, 1953, and April 20, 1954. (From July 1, 1953, to September 
30, 1953, of this fiscal year, because of the lapse of the Commission and other 
factors deseribed elsewhere in this report, no significant progress was made in the 
determination of claims.) It should also be noted that during all of this period, 
only 2 commissioners, instead of the prescribed 3 members, have been on duty 


and for 4 months out of the 6% months covered, there was only 1 commissioner. 


I. Claims production statistics 


| Period 


Period Period } g 
Aug. 1950 to | Oct. 1953 to ‘ane = 
» . " x 4 . ’ 
June 1953 Mar. 4, 1953 1954 
Yugoslavia claims: | 
Final decisions 508 0} 51 
Proposed decisions issued 645 0 | 141 
Field reports | 
1. Yugoslav Government 600 250 59 
2. Field branch 100 | 220 | 65 
Panamanian claims 
Final decisions 0 0 0 
Proposed decisions issued 0) 0 24 


! Ineludes 65 partial decisions and 25 erroneous decisions for a total of 80 decisions which should be 
considered stil! outstanding 


II. Status of all claims before the Commission 


Oct. 1, 1953 Apr. 20, 1954 


Claims on which decisions are final 508 | 559 
Claims on which decisions have been issued that are not yet final_- 70 | 160 
Claims on which investigations have been completed and proposed decisions } 
are being prepared 108 | 278 
Claims on which investigations are still pending 928 | 625 
Total claims filed ‘ . Mendiwe 1,614 | 1, 622 


APPROPRIATIONS 


As the members of the committee know, this Commission is not financed by 
the taxpayers, although the Congress is called upon to make annual appropriations 
as such. The Government is reimbursed for expenditures to defray costs of 
operating this Commission by deductions from awards made to claimants. Last 
August, when Congress raised the amount from 3 percent to 5 percent which could 
be deducted from awards for expenses to administer this work, a total of approxi- 
mately $365,000 was made legally available to complete the work on the Yugoslav 
and Panamanian claims for the remainder of fiscal 1954 and the first 6 months 
of fiscal 1955. 

It should be borne in mind that the former commissioners expended over 
$500,000 to dispose of less than one-third of the claims filed, while we presently 
have considerably less money available to complete the work on the remaining 
two-thirds of the claims filed. In other words, the former commissioners disposed 
of some 500 claims totaling amounts claimed of approximately $24 million; 117 
awards totaling less than $600,000 were made in these cases. There remained 
for the new commissioners to settle some 1,100 claims in which claimants seek 
awards in excess of $130 million out of the $16,400,000 available for distribution. 
Of the remaining claims, there are 60 claims alone which total over $50 million 
and which cover a broad scope of industrial and corporate interests in the steel, 
textile, wood and paper, glass, sugar, rubber, chemical, heating, electrical equip- 
ment, transportation, oil refining, mining, brewing, and vegetable-processing fields. 

Working against the ceiling of $365,000, the Congress appropriated $220,000 
for the Commission’s expenses during fiscal 1954. Out of this appropriation, the 
Commission will have obligated at the most by June 30, 1954, approximately 
$186,000, which will leave an unobligated balance or surplus of $34,000. I should 
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like to report to you that this amount of $34,000 will represent a genuine savings. 
Unfortunately, this is not the case. Almost this entire amount is represented by 
a loss in personal services which the Commission desperately needed. 

Beeause of the delay occasioned by the requirement of full field security 
investigation for all of the Commission’s appointments to its staff prior to January 
1954, it has taken nearly 9 months to build up our staff to its present level. This 
is still under the minimum strength which we believe required to complete the 
job on time, This delay in actually obtaining the services of key personnel, 
coupled with the hiatus between Mr. Teegarden’s death and my appointment, has 
unavoidably deferred fulfillment of the Commission’s work program and will 
necessarily require us to accomplish a greater proportion of the work in the last 
6 months than had originally been planned. Instead of reaching a peak of 42 
people in the current fiscal year, we shall need a peak of 55 attorneys, investi- 
gators, and stenographers. This steff will have to be carried over into fiscal 1955 
at an estimated actual operating cost of $170,000 for the 6 months involved. 
Thus, instead of operating at the planned level of $220,000 during this fiscal 
year and winding up the job with $144,950 during fiscal 1955, the Commission 
has only been able to operate and produce decisions at a $186,000 level and 
because of the time element involved will be forced to operate at a proportionately 
higher level during the next 6 months. 

Based on the congressional estimate made only 9 months ago, there will be ap- 
proximately $180,000 available out of the claims funds for the operations of the 
Commission from July 1 to December 31. We estimate that we will need $170,000 
of this to finish the job within the time limit. We very definitely cannot finish 
the task with the $130,000 which the House has appropriated. Thus, despite of 
what I consider excellent progress in the face of numerous obstacles and difficul- 
ties, I must tell you frankly that the Commission cannot finish its work by 
December 31 with the amount of money in the bill before you. 


CONCLUSION 


We believe that with sufficient funds the work on the Yugoslav and Panamanian 
claims can be completed by December 31, 1954. We are doing this job just as 
economically and efficiently as possible. There have been only been 2 commis- 
sioners instead of the 3 permitted to supervise the work of the Commission. We 
have eliminated substantially all of the high-priced senior positions. The rules of 
practice and procedure of the Commission have been changed to eliminate many 
formal and time-consuming proceedings. We have coped as best we could with 
the problems of getting qualified personnel as fast as possible for this temporary 
program, which, of course, has probably cost more money than it would undec 
programs which had time to proceed in a more leisurely fashion. 

I respectfully submit that, if you want the job completed, we will need more 
money. 

Now that the Commission is approaching a satisfactory working capacity with 
its claims processed in an orderly and expeditious manner, we believe that the 
request for funds suggested herein to complete the work is reasonable and in the 
best interests of all persons concerned in view of the likelihood of meeting the 
December 31, 1954, deadline. 


HISTORY OF COMMISSION 


Mr. Cuay. As you gentlemen know, this Commission was estab- 
lished by Congress within the Department of State under the Inter- 
national Claims Settlement Act of 1949, as amended, and approved 
on March 10, 1950. 

There have been amendments to this act. The most recent amend- 
ment was by the Ist session of the 83d Congress, which extended the 
time for the Commission to complete the work of the Yugoslav claims 
from March 10, 1954, to December 31, 1954. It also permitted an 
inerease from 3 to 5 percent as the amount deductible from awards 
for reimbursement of expenses incurred by the Commission. 

You will also recall that the act as amended permitted the appoint- 
ment only of acting members of the Commission until its reorganiza- 
tion by further act “of C ongress. 
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After the passage of this amendment, Mr. Chairman, Congress then 
appropriated $220,000 for the operation of the Commission for fiscal 
1954. This Commission was reorganized when President Eisenhower 
designated Mr. Harold B. Teegarden, of the Securities and Exchange 
Commission, and Mr. George W. Spangler, of the Department of 
Justice, as Acting Chairman and member, respectively, of this 
Commission. 

They undertook their duties, and in the course of assuming their 
responsibilities, there were a number of changes made in the organiza- 
tion. 

The presenting of claims, the handling of claims, and the entire 
rules and regulations of the Commission were streamlined for the 
purpose of expediting the issuance of proposed decisions and awards; 
and at the same time the somewhat cumbersome procedure and time- 
consuming effort on the staff of the Commission was reduced, in 
disposing of these claims. 


PANAMA AND YUGOSLAVIA CLAIMS 


Senator ELLENDER. How many countries are involved in these 
claims of Yugoslavia? 

Mr. Cray. At the present time, Senator, we are handling 2 sets 
of claims, 1 involving the Republic of Panama and 1 involving the 
Federal People’s Republic of Yugoslavia. 

Senator ELLENDER. What does the Panama claim deal with pri- 
marily? 

Mr. Cray. The Panama claims are involved in a purported taking 
of certain properties in Panama as a result of a particular court 
decision in the Panama Supreme Court. There was an agreement 
between the two countries settling certain rights of American citizens, 
whereby the Republic of Panama agreed to pay these citizens for 
settlement of their grievances and established a fund of $400,000 to 
dispose of these claims. 

Senator ELLENDER. This is not in any manner connected with the 
Panama Canal, is it? 

Mr. Cray. No, sir. Not at all. It apparently involved a specu- 
lative venture some years ago in which the actual title mvolved and 
the purported sale of properties was brought into question. Ap- 
parentiy the Supreme Court of the Republic of Panama found ques- 
tion as to the title that was purportedly conveyed. Through friendly 
means, without disturbing the questions of law involved, there was 
agreed upon a settlement of $400,000 to which these purportedly 
aggrieved property owners could submit their claims. 

Senator ELLenper. Is it your view that all of these claims in 
Panama can be adjudicated by the end of this year, if the funds you 
are asking for are made available? 

Mr. Cay. Very definitely, sir. As a matter of fact, since my 
appointment, we have designated 2 members of our staff specifically 
to the work of disposing of the Panama claims, and I am happy to 
report to you that 30 of the 67 claims have been disposed of to date. 
We feel by the end of next month, as a matter of fact, we will be able 
to issue the full set of proposed decisions, and probably by the Ist of 
July we will have disposed of all the claims. 
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ADMINISTRATIVE COSTS REIMBURSED TO TREASURY 


Senator ELLENDER. The money you are now asking us to appro- 
priate would be repaid out of the claims that would be | finally adjudi- 
cated? 

Mr. Cray. The cost of administering the claims of both Panama 
and Yugoslavia are based upon a loading charge that is placed on 
each award. The loading charge, which is now 5 percent, is deducted 
from the awards, and the Treasury is reimbursed. 

Senator ELLENDER. So that in the event the entire amount of 
funds you are now asking is made available to you, the Treasury will 
receive reimbursement from the two commissions? 

Mr. Cuay. That is correct. Yes, sir. 


STATUS OF YUGOSLAV CLAIMS 


Senator ELtenper. As to these Yugoslavia claims, what is the 
status? Have you settled any of them, or many of them? 

Mr. Cuay. Senator, prior to the reorganization of this Commission, 
there was some difficulty with the processing of these claims. 

Senator ELLENDER. | remember we had some highly paid individ- 
uals porcessing those claims. 

Mr. Cuay. Yes, sir. And, as a matter of fact, the Congress 
amended the act, and members from other governmental agencies 
were selected to administer these particular claims. 

Since the reorganization, as I related to you, I think that the 
claims are moving along quite satisfactorily. As a matter of fact, 
since my appointment 6 weeks ago, we have issued 141 proposed 
decisions, which is nearly a fifth of the amount of claims that were 
disposed of by the former Commission in a period of nearly 3 years. 

I must say this, however: That we are now moving into some of 
the more technical types of claims, which are the industrial claims, 
involving claims from $15 million down to a half million dollars. 


PROBLEM OF EVALUATING INDUSTRIAL PROPERTY 


The problem of properly evaluating these industrial properties that 
were taken by the Republic of Yugoslavia and assessing an equitable 
amount of money to reimburse the individuals or corporations for 
this taking is really a technical problem and requires competent 
technical assistance. 

You may recall, during the previous hearings on these bills, the 
Commission had quite a heavy staff here in Washington. At one 
time, the entire Washington staff work was predicated, or the work 
was correlated, on the work of one man in Yugoslavia. At the present 
time, we have 22 people in our Washington office, and we have 20 
people in Yugoslavia assisting us in the investigations of these claims. 

Senator ELLENDER. The House cut $14,950? 

Mr. Ciay. That amount, $14,950 would be of great assistance to us. 

Senator ELLENDER. And with assurances that you could complete 
all of this work and disband the Commission? 

Mr. Cuay. I wish that I were able to assure you of that, Senator, 
in all honesty. 

Senator Ferauson. How many years do you think it will take? 





1276 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


EXPIRATION DATE OF COMMISSION 


Mr. Ciay. Mr. Chairman, as the law is presently written, this 
Commission is due to expire by December 31, 1954. 

Senator Fercuson. That will be the first I ever knew of that ex- 
pired on time. 

Senator ELLenpeER. It has been renewed? 

Mr. Cray. Its time was extended from March 10, 1954, to Decem- 
ber 31, 1954, by a recent amendment. 

Now, Mr. Chairman, I would like to say this: I cannot categori- 
cally say that the claims will be disposed of on time without additional 
funds. 

Senator Fmreuson. If you got the $14,950, what assurance can 
you give? 

Mr. Cray. I couldn’t assure you with that amount. 

Senator Fercuson. What good is that going to do, then? 

Mr. Cray. Well, this can be done and it can be done on time if 
appropriate funds are allowed. 

Senator Ferauson. Are the claims all filed? 

Mr. Cray. The claims have all been filed. 

Senator Ferguson. How many claims have you? 


TOTAL CLAIMS 


Mr. Cuiay. We have approximately 1,600 claims. We have dis- 
posed of approximately 559 claims to date. 

Senator Frrcuson. In how many years? 

Mr. Cray. In about 3% years, sir. 

Senator Ferecuson. Then it will take about 15 years. 

Mr. Ciay. You might suppose that would be the case. But, as 
you know, the Commission has been reorganized, and we have com- 
pletely streamlined our procedures to clear the decks for action. It is 
a herculean task, but I am still naive enough to believe that it can 
be done, and, God willing, it can be dane with sufficient funds. 

Senator Fereuson. I think you will find that God is willing. 

The question is whether you fellows are willing. 

Mr. Cray. Well, Mr. Chairman, as you know, this Commission 
was reorganized by the President last August, and substantial steps 
have been taken toward streamlining the processing of these claims 
to meet the time schedule. 

Senator Fercuson. I am always reminded of the old Spruce Cor- 
poration, which started in 1918. We finally got her wound up, I 
think, in 1946. They had a president, a secretary, a treasurer, and a 
stenographer, and a cheuffeur, until 1946. Now, can you beat that? 

Mr. Cray. I don’t believe that I can beat that. 

Senator Fereuson. You haven’t got a chauffeur, have you? 

Mr. Cray. No, sir, nor a car. 

Senator Fercuson. Maybe that is what kept that one running. 

Mr. Cray. We have certain services that are supplied to us by the 
generosity of the State Department. 

w Senator Ferauson. Where does the State Department get this 
generosity? Out of this committee? 

Mr. Wiser. To the extent that we have it, sir, that is correct. 

Senator Fereuson. We have got to watch this generosity. 
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ADDITIONAL EMPLOYEES 


Senator ELLENDER. How many more people have you employed 
now, under you, than your predecessors? 

Mr. Cray. We have in round figures at the present moment approx- 
imately five more people. We are intending to take on our staff 3 
additional attorneys, and we are also intending to procure the services 
of expert appraisers, about 3 of them, to send to Yugoslavia this 
summer, to appraise about 20 of these large industrial plants, which 
range all the way from textiles to refinery plants to pottery plants. 
It is a very technical job of appraisal, and we do not have the compe- 
tent or qualified staff to do that particular job, sir. 

Mr. Wixsur. With reference to the additional funds which Mr. 
Clay states will be required, the following was contained in our letter 
of appeal which was submitted to the committee on March 24 

The estimate for the International Claims Commission was based on completion 
of the work of the Commission by December 31, 1954. The $130,000 approved 
by the House for 1955 will not be adequate to complete the work of the Commis- 
sion. The entire question of continuing or reconstituting the Commission for a 
period which will permit orderly completion of the Yugoslav work and the adjudi- 
cation of other emerging country claims must be considered with a view to sub- 


mission of a supplemental estimate. Therefore. restoration of the reduction of 
$14,950 is not being requested at this time. 


The reason for that is that the Department felt all the work after 
June 30, ought to be considered at one time. 

Senator ELLENDER. You won’t ask for 14 and hope to get 25? 

Mr. Wriser. No, sir; we are not asking for 14. We intend to 
study what our total needs will be after June 30. 

There are a number of other country claims that are coming to 
the front now, Bulgarian, the Litvinov agreement claims, and others, 
that have to be assigned to some con.mission. The whole problem 
of which commission should get that responsibility is up for study 
at the present time. 


ESTIMATED 1954 UNOBLIGATED BALANCE 


Mr. Cray. Senator, I would like to say that the Congress did 
appropriate for this fiscal year $220,000 for its operation, but the 
Commission will have only obligated, by June 30, 1954, $186,000, 
which would indicate that there was an unobligated balance or surplus 
in the amount of $34,000. 

1 should like to report to you that this is a genuine saving, but in 
fact it is not. This figure represents the fact that we have not been 
able to procure the services of the type of persons that we feel are 
qualified to handle this technical type of work soon enough. 

Nevertheless, by the end of this fiscal year, we will have an unobli- 
gated balance of $34,000. 

Mr. Wixzer. The matter has not been officially presented to the 
Bureau of the Budget as yet so we do not know their reaction to a 
supplemental request. 

Senator Fereuson. Well, we wish you well. 

Mr. Cuay. I would like to say, Mr. Chairman, that I still do 
believe that there is likelihood, all facts being equal, that we can 
accomplish the closing out of the work of this commission as far as 
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the Yugoslav and Panamanian claims are concerned by December 
31, 1954. 

Senator Ferevson. Well, we wish you well. 

You might establish a record here. 


SALARIES AND EXPENSES 


STATEMENT OF HENRY A. BYROADE, ASSISTANT SECRETARY 
FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS 


BUREAU OF NEAR EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS 


Chairman Bripces. For the Bureau of Near Eastern, South Asian, 
and African Affairs the House bill provides the budget estimate of 
$798,425 for 112 domestic positions and $6,575,187 for 1,402 Foreign 
Service positions. Other expenses approximate $24,000 annually. 

We will put the summary table of expenses and justifications in the 
record at this point. 

(The table and justifications referred to follow:) 


Bureau or NEAR EasTerRN, SoutH ASIAN, AND AFRICAN AFFAIRS, Domestic 


Permanent salary er pense 


Actual, 1953 Estimate, 1954 Estimate, 1955 


Number 
on board — -— — _ 


Num-/| Annual >. Num- | Annual | Num- | Annual 


ber rate ber rate ber rate 


Office of Assistant Secretary 7 | $296, 760 4 35 | $237, 922 35 $237, 922 
Office of African Affairs 128, 040 17 22, 260 122, 
Office of Greek, Turkish, and Iranian 


A flairs 
Office of Near Eastern Affairs 
Office of South Asian Affairs 
Office of Information Policy 


122, 995 17 : 93, 750 


158, 7 
15K, BAS 


45. ( 


rotal, Bureau of Near Easterr 
South Asian, and African 
4 flairs 910, 423 


7, 568 
3, 385 


Miscellaneous salary expense 


1953 


Man- 


years 


[ype of expense 


Amount 


W. a. e. employment ‘ 0.9 $11, 149 
Overtime and holiday pay 2, 564 


Total, miscellaneous salaries c 13, 713 


Nonsalary obligations 


Type of expense Actual, 


Travel. _. 


Total, nonsalary obligations, domestic 


Man- Amount Man- 


Amount 
years years Amount 


$1, 30 
2, 500 


4,000 


Estimate, | Estimate, | Increase or 
1954 1955 decreas 


$22, 100 $19, 890 —$2, 210 


22, 100 19, 890 —2, 210 
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Post inventory and staffing summary 


Estimate, Estimate, 


Actual, 1953 1954 1955 


Embassies 
Class | 
Class 2 
Class 3 
Class 4 

Legations 

Consulates general 

Consulates 

Liaison office 


Total 


Actual, 1953 Estimate, 1954 Estimate, 1955 


Num- Annual Num- Annual Num- Annual 
ber rate ber rate ber rate 


American personnel 645 | $3, 857, 231 55 $3, 469, 517 550 $3, 469, 517 
Local employees 9&1 1, 191, 857 54 950, 686 852 950, 686 


otal 1, 626 5, 049, 088 1, 402 4, 420, 203 1, 402 4, 420, 203 


Bureau oF Near Eastern, Soutn ASIAN AND AFRICAN AFFAIRS, DomEstic 


The continuing world tensions have constantly reemphasized the political; 
military, economic, and geographic importance to the United States of the 91 
political entities in the Near East, South Asia, and Africa area. This area 
includes the states and dependent areas of Africa, the Arab States and Israel, 
Greece, Turkey, Iran, Afghanistan, Pakistan, India, Nepal, and Ceylon. 

Although not measurable in specific workload terms, the following statistics 
contribute to an appreciation and understanding of the complexity and magnitude 
of the problems confronting the United States in achieving its objectives in this 
area: 





Percent of 


Amount world total 





Population en nol $711, 000, 000 
Land area (square miles) : . os 13, 763, 000 
Major language spoken = 28 
Miles of common border with U. 8. 8S, R. and satellites 5, 300 
Number of Foreign Service posts 53 
Number of hardship posts 31 
Problems before 8th United Nations General Assembly (tentative 

agenda 71 


Of economic importance is the sharp increase in United States foreign trade 
with countries in the NEA area (illustrated below in millions of dollars): 


1939 Percent 
—s increase 


United States exports $128. 7 $1, 264.0 | 
United States imports. - - 177.6 1, 066. 6 


792 


The responsibilities of the Bureau extend to 19 independent countries and 72 
dependent areas in various stages of political, economic and social development. 
The present tension in Africa, the Near East and South Asia can be expected to 
increase and the development of United States interests in this area will create 
additional problems. Only essential objectives may be met, however, under 
limited personnel and funds now available. 
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OFFICE OF THE ASSISTANT SECRETARY 


The Assistant Secretary is responsible for the general conduct of foreign relations 
with the countries in this area by (1) applying overall political, security, economic, 
public affairs, social, consular, administrative, and other policies and practices 
within that region; (2) maintaining and supervising relationships with foreign 
missions in the United States representing countries within his regional jurisdic- 
tion, and (3) directing, instructing the operations, and guiding the operation of 
Foreign Service establishments within the area. The immediate staff of the As- 
sistant Secretary consists of the Deputy Assistant Secretary and an advisory 
staff for United Nations Affairs, Politico-Economic Affairs, and a staff assistant . 


OFFICE OF THE EXECUTIVE DIRECTOR 


The Executive Director is responsible for management and control of all NEA 
Foreign Service and domestic administrative operations. The staff of this Office 
is responsible for the development of budgetary and financial plans; control and 
allocation of all NEA funds and positions; maintenance of all financial records 
and reports; review and development of standards for post operations; the conduct 
of management-improvement programs, analysis, assignment of action, and follow- 
up on recommendations included in Foreign Service Inspection Corps reports, the 
coordination and review of the Foreign Service economic reporting schedules, and 
the development of studies in respect to the opening and closing of foreign posts 
and changing the class of posts. The staff is also responsible for implementing 
the Department’s policies pertaining to the area’s personnel and operational facil- 
ities, It is concerned with administrative backstopping of NEA’s posts and mis- 
sions and working with other Government agencies and other offices of the Depart - 
ment on administrative matters affecting the area. The Office has initial action 
responsibility for personnel assignments and transfers; travel; operation problems 
involving communication facilities, consular affairs, courier and pouch services, 
Government-owned properties and property inventories; security enforcement; 
and operations incident to the procureraent and economical utilization of supplies 
and equipment. 

OFFICE OF AFRICAN AFFAIRS 


The Office of African Affairs has primary responsibility for the conduct of 
United States relations with over 50 independent states, colonies, territories, and 
protectorates, the most important of which are: 


Independent states 
Ethiopia, Libya, and Liberia. 
Colonies 


Belgian Congo, Angola, Mozambique, Southern Rhodesia, and Spanish and 
Portuguese Guinea. 


Territories 
Ruanda-Urandi (trust), Tanganyika (trust), French West Africa, French Equa- 


torial Africa, French Cameroons (trust), British and French Togo (trust), and 
Italian Somaliland (trust). 


Protectorales 


Bechuanaland, Northern Rhodesia, Kenya, Uganda, British Somaliland, 
Tunisia, French and Spanish Morocco, Spanish Sahara, Sierra Leone, Gold 
Coast, Nigeria, Nyasaland, Zanzibar, the mandate of South West Africa, and 
French Somaliland (trust). 

North Africa, comprising Libya, Tunisia, French and Spanish Morocco, British, 
French, and Italian Somaliland, and Ethiopia, is of strategic importance to the 
United States. This Government is in the process of completing construction of 
six strategic airbases in North Africa and is expanding the naval base at Port 
Lyautey in Morocco. The establishment of these military bases, with the 
attendant influx of large numbers of civilian and military personnel, has served 
greatly to increase the workload of our offices in these areas and the depart- 
mental officers having responsibility for North Africa. The past year has been 
marked by disorders and near revolution in Tunisia and Morocco where native 
nationalism is in almost open opposition to French rule. Recently the French 
have deposed the Sultan of Morocco and the basic political problems in both 
Tunisia and Morocco remain unsolved. Our handling of these problems is of 
the greatest importance because of the repercussions they have on our relations 


45431—-54—-pt. 2-10 
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with France and on United States policy objectives in Western Europe and in the 
Arab States. In Morocco, the Department is also faced with a difficult situation 
which involves the question of United States treaty rights. Contacts of American 
businessmen with the area and the Department regarding this matter continue 
to increase. 

The ex-Italian colony of Libya is in the first stages of its existence as a soverign 
state and presents all of the problems attending a struggle for survival. Addi- 
tional burdens have been imposed on the officers responsible for this area as a 
result of the establishment in Libya of Wheelus Field, an American airbase. 

Throughout the entire area of Africa south of the Sahara there is a marked 
increase in racial and political tensions. The opportunity afforded communism 
to exploit these tensions to the disadvantage of the free world makes it important 
for the United States to give full attention to the problems of this area. It 
should also be emphasized that this same area supplies a long list of strategic 
materials such as uranium, cobalt, industrial diamonds, chrome, asbestos, copper, 
lead, manganese, to mention only a few, to the Western alliance. Further 
deterioration in race relations and in the prospects for long-range political 
stability in this enormous and diverse area would be inimical to the interests of 
the United States. 

The establishment on August 1, 1953, of the British Central African Federation 
of the Rhodesias and Nyasaland (population 6 million), which will enjoy almost 
complete autonomy and by the end of this decade is expected to attain full 
dominion status in the Commonwealth, underlines its increasing political and 
economic importance. 

The outbreak of Mau Mau terrorism in Kenya, which after a year of strenuous 
“emergency” military measures is by no means under control, has created a 
dangerous situation in the increasingly important strategic area of British East 
Africa (population 20 million). This area is a British military “flanking” posi- 
tion on the Middle East lifeline and provides the headquarters for the recently 
reconstituted East Africa Command stretching 2,000 miles from the south 
African to the Ethiopian border. The legacy of racial hatred generated by the 
Mau Mau movement will probably take years to alleviate, but the free world 
cannot afford to lose this area. 

The rapidity with which developments are taking place in the British West 
African territories of the Gold Coast and Nigeria, now entering on the final 
stages of constitutional reform leading to complete self-government either within 
or outside the British Commonwealth, makes it important for the Office of African 
Affairs to pay much more attention to these two countries in particular and to 
west Africa in general. 


OFFICE OF GREEK, TURKISH AND IRANIAN AFFAIRS 


The Office of Greek, Turkish and Iranian Affairs has primary responsibility 
for the conduct of United States relations with three countries whose independence 
and orientation toward the West are of critical importance to the free world. 
Ail three are contiguous to the Soviet Union or Soviet-dominated countries. 
In addition, they have all been subjected to varying forms and intensities of 
Soviet pressures throughout the postwar years. 

American assistance to Greece has been instrumental in preserving Greek 
freedom which was seriously threatened by guerrilla warfare fostered from be- 
yond Greek borders, in restoring internal security, and in strengthening the 
economic structure which had been all but destroyed by Nazi occupation. The 
United States is represented in Greece not only by the Embassy in Athens and 
the Consulate General in Salonika, but also by the Foreign Operations Adminis- 
tration and military assistance missions. Although other branches of the United 
States Government have primary responsibility for these missions this Office 
maintains close liaison on questions of mutual interest and is called upon to 
advise and consult with these other branches of the Government with respect 
to the implementation of our policies in Greece. 

In Turkey, as in Greece, the United States maintains a Foreign Operations 
Administration mission and a military mission. The latter is responsible for 
assistance in equipping and training the Turkish armed forces. Turkey’s deter- 
mination to resist aggression and its firm desire to aline itself even more strongly 
with the West have resulted in a Turkish policy of looking to the United States 
for advice and technical assistance. This Office must be staffed to take advantage 
of all these approaches from a friendly and powerful ally and to deal with the 
many problems that arise in connection with our programs in Turkey, including 
economic aid, military training, road building, and technical assistance. 
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The deteriorating situation in Iran following nationalization of Lran’s oil 
industry in 1951 has imposed unusually heavy burdens on this Office. Our 
policy of attempting to retain Iran in the Western camp, despite strength of the 
Communist Tudeh Party and antiforeign feeling, requires strong Department 
backstopping for the Embassy and the military and technical assistance missions 
in Iran. 

This Office must also deel with complicated politico-military considerations 
arising from the adherence of Greece and Turkey to NATO and from the estab 
lishment of NATO regional headquarters in Salonika and Izmir, both of which 
are largely staffed with American officers. It is called upon to participate 
actively in directing and backstopping negotiations for United States requirements 
under NATO. It also has important responsibilities in connection with regional 
security affairs, such as development of plans for Middle East defenses and guid- 
ance with respect to United States interest in growing Balkan cooperation under 
the Yugoslav-Greek-Turkish Friendship Pact. 








NEAR EASTERN AFFAIRS 





OFFICE 





OF 


The stability of the Near East is being subjected to severe tests by the pressures 
of opposing political, military and economic forces. The nations of the area 
Egypt, Iraq, Israel, Jordan, Lebanon, Saudi Arabia, the Sudan, Syria, Yemen, 
and the peripheral areas of the Arabian peninsule, notably the Persian Gulf 
Shiekdoms and Muscat—are faced with complex problems resulting from many 
crosscurrents, of which the following are examples: (1) The East-West struggle, 
in which proximity to the Soviet Union and the area’s military weakness combine 
to encourage either indecision or neutralism; (2) the aftermath of the Israel-Arab 
war, as a result of which some 850,000 refugees are still displaced and homeless, 
a “cold war’ on both economic and military fronts is being fought, passions on 
both sides continue to be high and threatening paramilitary engagements are 
frequently fought along the Israel border; (3) the conflict between traditional and 
Western way of life, which has tended increasingly to break down the Arab social 
structure, with encouragements to political extremists; (4) the dramatic difference 
between “have’”’ and “have not’’ nations, in which large-scale petroleum deposits 
in a few of the Arab States have created new differences in attitude within a region 
largely maintaining its population at the subsistence level; (5) intense nationalism, 
and consequent friction with the Western Powers. 

It is important to the security of the United States and the free world that the 
Near East achieve greater stability. The region either contains or provides access 
to half the world’s known petroleum deposits, and it stretches across land, sea, 
and air communications of vital strategic importance. 

To achieve stability, we must make effective progress in many directions, 
toward promoting friendly relations between the Near East and the West, develop- 
ing peaceful relations within the area, creating self-sustaining economies capable 
of supporting a higher standard of living, expanding trade, developing natural 
resources to provide a livelihood for increasing populations and promoting cooper- 
ative regional thinking. Our activities must be carried on in the face of intense 
nationalism, widespread poverty, and a heritage of Arab suspicion against the 
West arising first from the rejection of colonialism, and more recently from the 
part played by western nations, including the United States, in the creation of 
the State of Israel. 

Grounds for hope that the Near East can successfully withstand the pressures 
of current events can be found in the constructive approach being taken toward 
major developmental problems by several Arab States, the increasing realism 
to be found in Israeli economic planning, and in signs of growing political ma- 
turity within the area. We have been successful on several important occasions 
in encouraging moderation in the political sphere and have inoreased the effective- 
ness of the technical assistance program. The Congress has provided funds for 
the first time for economic aid to the Arab States, and a possibility now exists of 
increasing markedly the impact of our foreign economic policy in the area. 

During 1954 and 1955 the Office of Near Eastern Affairs will apply itself to the 
following major problems: 

1. The Anglo-Egyptian controversy over the Suez base. 

2. Programs to make the Palestine refugees self-supporting. 

3. The reduction of the basic tensions between Israel and the Arab States. 

4. The provision of guidance to FOA to permit the rapid initiation of 
development programs in coordination with our political and economic 
objectives. 
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5. With the cooperation of the nations of the area, the development of 
plans for area defense. 
6. Maintaining access to the petroleum resources of the area, and seeking 
means to remove barriers limiting the free flow of trade. 
7. The preservation of our special relationship with Saudi Arabia. 
8. Encourage effective use of the region’s natural resources, particularly 
its surface and ground waters. 
9. The evolution of the Sudan toward self-government and self-determi- 
nation. 

The workload is expected to increase in the economic field as the new Arab 
development programs are brought into being. Israel financial problems will 
remain burdensome and complex. Palestine refugee problems are expected to 
become increasingly time consuming, as preparatory work is succeeded by re- 
integration projects requiring continuous and detailed coordination between 
UNRWA, FOA, and State. Petroleum, transport and labor problems are handled 
primarily at the office level while land reform, the encouragement of private 


investment and problems of regional cooperation deserve more concentrated 
attention at the Bureau level. 


OFFICE OF SOUTH ASIAN AFFAIRS 


The Office of South Asian Affairs has primary responsibility for the conduct 
of the United States relations with five countries forming an area larger and more 
populous than all of free Europe. The strategic location, manpower, and natural 
resources of the region and the influence of certain of the countries in world 
affairs make the area of critical importance. 

There are many perplexing questions and complex situations in the region which 
the Office of South Asian Affairs must follow. Several of the countries became 
free only a few years ago. All of them are trying to establish and maintain 
political institutions which the people will support. Food shortages are a problem 
of each of them. Extensive irrigation and agricultural development are required 
throughout the area. Increased industrialization on a broad scale is urgently 
needed. All of the countries have serious financial problems. In addition, the 
people of the area are calling for economic progress as a prerequisite for continuing 
support of present governments. 

There also are other factors which require close attention. Communist infiltra- 
tion has continued to expand. The Soviet Union and Communist China border 
on South Asia for several thousand miles and attempts at subversion by the 
Communists are unceasing. India’s policy of “‘nonalinement”’ makes the situation 
a complex one. 

Relations between Pakistan and Afghanistan have been strained since 1947 by 
Afghanistan’s sponsorship of an independent ‘‘Pushtoonistan” in the adjacent 
border areas of Pakistan. Provocative action by foreign agents could lead to 
warfare. India and Pakistan still are troubled by problems which arose from 
partition. The quarrel over Kashmir at one point approached open warfare. 
Serious questions over refugees and refugee property, and the distribution of 
irrigation waters, together with the historic Hindu-Moslem religious conflict, 
continue to complicate relations. 

Afghanistan is trying to reconcile the divergent interests of its tribal elements 
and to develop its natural resources and at the same time to resist pressure from 
the Soviet Union without offending that country. Nepal continues to be unstable 
politically with the added difficulties which it has as a buffer state between India 
and Communist-controlled Tibet. Ceylon, an important communications link 
and possessor of a large naval base, is shipping rubber to Communist China. 
The activity and influence of India in world affairs and particularly in the U. N. 
are continuing to increase. Pakistan is expected to take a more prominent part 
in such affairs in the coming year. India and Pakistan, and Ceylon to a lesser 
extent, have considerable influence in the Commonwealth. Each of the South 
Asian countries is of importance to the security of the entire area. Those 
countries need our understanding and our help. Our efforts will be well rewarded 





OFFICE OF INFORMATION POLICY 


The principal function of the Office of Information Policy is to develop with 
Bureau country offices and Department functional offices basic policy and guid- 
ances for keeping the United States Information Administration informed about 
United States foreign policy objectives, on a country and regional basis, as well as 
about international events and developments that bear upon the attainment of 
these objectives 

The factors which must be considered in developing these statements include as 
appropriate the following: 
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(a) The primary interests shared by the people and governments of the area or 
country with the people and the Government of the United States. 

(b) The areas of conflicting interests. 

(c) The nature of the government. 

(d) The groups and individuals most capable of influencing popular attitudes 
and governmental decisions and their dominant characteristics. 

(e) The degree of susceptibility to and penetration by Soviet communism. 

(f) The degree of participation and support therein of United States objectives 
in international organizations. 

Attendant responsibilities of this office are: 

1. Provision of full information and instructions concerning the USIA program 
to the chiefs of diplomatic missions. 

2. Provision of post guidance and consultation to USIA on foreign policy 
problems on an immediate basis. 

3. Review of USIA proposals to insure conformity with foreign policy aims. 
This involves a study of: (a) The objectives of the program; (b) the assumptions 
on which the program is based; (c) the audiences whose interest is primarily 
sought; (d) the media and the techniques primarily to be employed; (e) the themes 
primarily to be used; (f) the degree of cooperation to be sought on the part of the 
last government or indigenous groups and individuals; and (g) increase or decrease 
of personnel whether United States or indigenous facilities or outposts. 

1. Consultation on the appointments of all chief USIA representatives abroad. 

5. Advising the Department’s Assistant Secretary for Publie Affeirs in the 
development of IES country plans and in application of overall educational ex- 
change practices to particular countries. 

6. In cooperation with the Department’s Assistant Secretary for Public Affairs, 
to study post by post (a) information policy guidances issued and (b) media used 
by USIA to assure conformence to and furtherance of foreign policy objectives. 

7. While having no direct responsibility in this field, to offer and be available 
for advice concerning the informational treatment to be given specific issues 
involving foreign policy considerations. 


MISCELLANEOUS SALARY EXPENSE JUSTIFICATION 


Overtime payments for 1954 and 1955 are estimated at a minimum amount 
required for overtime payments to lower grade personnel to meet deadlines re- 
sulting from political crises and priority programs. It is assumed that a con- 
tinued high rate of voluntary overtime will be worked without compensation by 
officer personnel and that a substantial portion of overtime for clerical personnel 
will be compensated by time off 

In 1954 and 1955, $1,500 will be required for the employment of consultants to 
give the Bureau expert advice on critical political and economic problems in the 
Near East. 


GENERAL STATEMENT 


Chairman Bripcres. We have made the justification part of the 
record and we will be very happy to hear, Mr. Byroade, representing 
the State Department. 

Senator Smira (New Jersey). What did the House do with the re- 
quest? 

Did they cut you? 

Mr. Wiizer. This particular office was not mentioned in the report 
so we assume the House granted what we asked for. 

Mr. Byroapg. Mr. Chairman, I have no formal statement. | 
would like to say a word or two with your permission and be very brief. 
I think we are asking for an honest budget and I think we are in a 
position to know that is true because it is not a hypothetical one. We 
are asking for exactly what we are operating under this year. The 
figures come out to a little less, moneywise, but that is because we 
have, do not have some of the liquidating expenses this year we had 
last year. We have gone through 2 reductions, 1 at the hands 
of the executive branch and 1 you helped us out a bit last year. 
We have gone through the reduction-in-force process. I think we 
are down to where one can say from here on out it really affects the 
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type of job you want done. I think anyone would agree that the 
problems in this part of the world have increased in the past 2 years. 
Problems for the United States, that is. 

The fact is, we are operating on less. It is a large area. We have 
53 posts overseas; most of them are small. I would be delighted to 
answer any questions the committee might have. 

Chairman Brinegs. I think most of the details on this, Mr. By- 
roade, Mr. Wilber, and Mr. Morton, are covered in your justification 
and in your summary sheet. 

Senator Ellender, do you have any questions? 

Sénator ELLenperR. What is the difference in the amount you are 
asking for this year and that you got last year? 

Mr. Byroape. $132,390 less. 

Senator ELLeNpER. Less than you got last year? 

Mr. Byroapr. That is right, sir. 


TOTAL EMPLOYEES 


Senator ELLENDER. How many of the employees that are paid out 
of this appropriation are on the Washington level? 

Mr. Byroape. 112, sir. 

Senator ELLenper. 112. They are all on the Washington level? 

Mr. Byroape. No, sir. We have 550 Americans overseas in this 
budget to man the posts overseas. 

Senator ELLenpgerR. And all of those people are paid out of this 
$798,425? 

Mr. Byroape. No, sir. 

Mr. Wixzer. Their office is broken down into two parts. You are 
looking at the domestic part. On the lower part of the sheet is 
another line. 

Senator ELLenperR. When I stated that 112 were being paid out of 
this $798,425, is that correct? 

Mr. Wiiser. That is correct. 

Senator ELLeENDER. This covers merely the Near East, South 
Asian, and African affairs. Does that cover all of Africa? 

Mr. Byroape. No, sir; it does not cover Algeria which is part of 
the Metropolitan France and is under the European Bureau. It does 
not cover the Union of South Africa. It covers everything else. 

Senator ELLenperR. I notice on the Foreign Service the number of 
employees is 1,402. 

Mr. Byroape. That is correct, sir. That is total numbers of 
Americans and locals. 


COMPARISON OF POSITIONS AND FUND REQUIREMENTS 


Senator ELLenperR. And you are asking for the same amount of 
money that you have just indicated that was spent last year? 

Mr. Byrroape. We are asking for the same number of positions. 

Senator ELLENDER. How much more money are you asking for and 
what is the reason for it? 

Mr. Byroape. We are asking for less, sir. The only reason there is 
any difference is the fact that last year in the process of eliminating 
people, we had liquidating costs which we do not need to put in this 
budget. We are asking for less money. 

Senator ELLENDER. How do you take care of promotions, the addi- 
tional sums necessary to meet or to pay those who are promoted? 
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Mr. Byroape. That factor was included in last year’s budgets and 
the same factor for that is in this year’s budget. 

Chairman Bripaegs. Is that all, Senator Ellender? 

Senator ELLENDER. Yes, sir. 

Chairman Brinces. Thank you very much, Mr. Byroade. We 
will hear from Mr. Holland. 

Senator ELLenpEeR. Mr. Chairman, | had asked Mr. Wilber about 
these reports, political as well as economic reports. I did not want to 
go into that this morning. 

Mr. Wiiper. | am assembling that for all areas. 

Senator ELLeNnpER. There is need to discuss detail now. 

Chairman Bripgrs. We will hear from Mr. Holland. 


STATEMENT OF HENRY F. HOLLAND, ASSISTANT SECRETARY FOR 
INTER-AMERICAN AFFAIRS 


BUREAU OF INTER-AMERICAN AFFAIRS 


Chairman Bripces. Next is the Bureau of Inter-American Affairs. 
The House bill provides the budget estimate of $638,115 for 91 do- 
mestic positions and $6,921,533 for 1,229 Foreign Service positions, in 
addition to about $12,000 for related expenses. The summary esti- 
mate table and justification will be placed in the record. 

(The table and justification referred to follow:) 


BureEAvU oF INTER-AMERICAN AFFAIRS, DOMESTIC 


Permanent salary expenses 


Actual, 1953 Estimate, 1954 Estimate, 1955 


Num ber 
on board 


Num- Annual —_ Num- Annual Num- Annual 


ber rate ber rate ber rate 
Office of Assistant Secretary 34 | $234, 435 36 30 | $209, 240 30 
Office of Regional American Affairs 27 171, 120 j 17 125, 320 17 
Office of Middle American Affairs... 24 162, 465 23 20 136, 920 20 136, 92 
Office of South American Affairs 28 187, 845 2! 24 166, 635 24 166, 635 


Total, Bureau of Inter- 
American Affairs 113 755, 865 ¢ 638, 115 9) 638, 115 


Miscellaneous salary expenses 


1953 


Type of expense | 
Man- | amount | M@- | amount | Man- 


Amount 
years years years 


Overtime and holiday pay $357 $1, 000 $1, 000 


Nonsalary obligations 


Estimate, Estimate, Increase or 


Object classification Actual, 1953 1954 1955 deereast 


lravel $7, 178 $12, 100 $10, 900 $1, 200 
Supplies and materials 127 200 200 
axes and assessments. _. 64 100 100 

rotal nonsalary obligations, domestic 7, 369 12, 400 11, 200 
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Actual, 1953 
Function 


|Number| Amount |Number} Amount |Number| Amount 


Political, economic and other sub- 
stantive activities 
American en | 363 | $2, 
Local employees 
Allowances 
Consular affairs: 
American ane 
Local employees 
Allowances 
Administrative services: 
American personnel 
Local employees 
Allowances 
Security activities: 
American personnel 
Allowances 
Marine guard allowances 
Building operating expenses: 
American personnel. 
Local employees 
Allowances , . | 
Total: | | 
American personnel ‘ | 4, 741, 746 
Local employees | 606 | 818,778 
Allowances : | | 1, 511, 038 
Employment, June 30, 1953: 
American meme 
Local employees 


20, 484 
76, 856 


4 
l 
694, 406 


6, 
} 4, 
, 413, 946 
228, 324 
393, 541 
$12, 180 
294, 980) 
200, 560 
78, 117 
200, 569 


7, 019) 
118, 618) 


18, 815) . 


3, 147]. 


Estimate, 1954 


} 
$1, 942, 346 
134, 


78, 
10, 
177, 140 


7,818 

102, 896 

1, 855 

3, 885, 178 


744, 553 
290, 685 


455, 896 


764, 775 


Post inventory and staffing summary 


Type of post 


Embassies: 

Class 1__.. 

Class 2 

Class 3 

Cless 4 
Consulates general 
Consulates 
Consular agencies 


Total. 


Actual, 1953 


Actual, 1953 | 


| 
| 


Estimate, 1954 


Estimate, 1955 


Increase 
_ or de- 
crease 


264 |$1, 942, 346 

69 | 134, 757 
| 547,152) —$13, 662 

256 | 1, 236, 424 

179 272, 470 


347, 738 


140 | 620, 149 
197 | 234, 430 
175, 878 


13 78, 441 
10, 866 
177, 140 


(101) | 


7,818 
102, 896 
1, 330 


3, 885, 178 
744, 553 
1, 260, 104 


Estimate, 
1955 


Estimate, 
1954 


Estimate, 1955 


Staffing i ’ - 


Number |Annual rate} Number | Annual rate} Number | Annual rate 


$3, 885, 178 675 $3, 


American personnel 884 | $4, 741, 746 | 675 
| 744, 553 554 


Local employees 606 818, 778 


Total 1, 490 , 560, 524 4, 629, 731 1, 229 


The basic objectives of the Bureau of Inter-American Affairs are to protect and 
advance the interests of the United States in the Latin American Republics, and 
within the framework of the inter-American system, to strengthen these countries 
for defense purposes; to cooperate with them in the achievement of political 
democracy and stability; to maintain and improve economic cooperation and 
cultural exchange; and to establish friendly relations based on genuine under- 
standing and mutual respect. 

Major steps being taken to accomplish our objectives are: 

Preparation for the 10th Inter-American Conference scheduled for March 1954. 
The Bureau will coordinate and conduct the United States participation in this 
Conference which will involve the interest of many Federal agencies and will take 
in the whole range of inter-American political, economic, juridical, social, cultural, 
and organizational problems. In fiscal year 1955, a conference of chiefs of mission 
will be held to discuss and plan arrangements for carrying out programs and reso- 
lutions adopted at the 10th Inter-American Conference. 
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Maintain a very close relationship with the other members of the Organization 
of American States to develop a mutual security program, consistent with the 
political and economic potentials of each country, which will create a force capable 
of defending the continent against any foreign aggression or any form of penetra- 
tion which is alien to the principles of the OAS. Our Latin American neighbors 
are rising in political importance and their support of U. N. objectives, as well as 
our ability to assist them, will depend largely on our efforts to achieve full mutual 
cooperation. 

Maintain the principles of nonintervention, juridical equality of nations, 
solution of inter-American disputes by peaceful means, and consultation in 
important matters of common interest 

Continue the review of economic conditions in Latin America and the develop 
ment of regional policies, plans, and agreements designed to stabilize or improve 
the economy of our friendly Latin American allies; to provide necessary technical 
assistance; to obtain favorable reception for private capital investments; to 
increase export-import trade and promote development of strategic materials; 
and to maintain cooperation on control of exports of military and strategic 
materials from the continent 

Strengthen the information, cultural, and exchange programs conducted in 
Latin America to make them a more effective instrument for explaining our 
objectives and for improving friendly relations. 

Enforce the President’s economy program by review of all United States activi- 
ties and expenditures in Latin America; and assure that efficient operations with 
minimum of expense are achieved in the diplomatic, economic, and consular 
activities at Foreign Service posts in Latin America, 


OFFICE OF THE ASSISTANT SECRETARY 


The staff of this Office includes, in addition to the Assistant Secretary and his 
deputy, a policy information officer and his assistant, the Executive Director and 
administrative staffs. These staffs provide the executive direction and manage- 
ment for the conduct of relations and Foreign Service activities at 20 missions, 
2 consulates general, 31 consulates and 26 consular agencies in Latin America. 
Included in this staff are six positions to carry out the responsibilities of the 
Bureau with respect to the educational exchange program in the area, for providing 
material for the official information program, and furnishing area guidance material 
to the United States Information Agency. 


OFFICE OF REGIONAL AMERICAN AFFAIRS 


This Office takes action on regional matters that are of concern to all, or a sub- 
stantial portion, of the Latin American countries. In addition, it advises the 
country-desk officers on certain technical matters and country problems, especially 
those arising from application of regional or other international agreements 
Among specific responsibilities of the Office are backstopping the United States 
representatives to the Council of the Organization of American States (OAS), the 
Inter-American Economie and Social Council (IAECOSOC) and the various 
other inter-American organizations, and providing leadership in the execution of 
policy having application to the Latin American region. To carry out these 
responsibilities the office has a staff of advisers and functional specialists in the 
political, economic, labor intelligence, social, and organizational fields. 


OFFICE OF MIDDLE AMERICAN AFFAIRS 


This Office has country desks which conduct and supervise United States foreign 
relations with Mexico, Guatemala, El Salvador, Honduras, Nicaragua, Costa 
Rica, Panama, Cuba, Haiti; and the Dominican Republic. It also collaborates 
with the Bureau of European Affairs on matters relating to European possessions 
in the Caribbean area. The area involved, which of course includes the Panama 
Canal Zone, is very important and sensitive as far as the United States security 
system is concerned, as well as our import-export trade and our supplies of certain 
essential raw materials. Relations with these countries are affected by certain 
unstable political conditions, by anti-United States sentiment in some cases and 
by the serious threat to our security and objectives presented by the encroachments 
of Communist sentiment. 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 129] 


OFFICE OF SOUTH AMERICAN AFFAIRS 


This Office has country desks which are responsible for the conduct of United 
States foreign relations with the countries of Venezuela, Colombia, Ecuador, 
Peru, Bolivia, Chile, Argentina, Brazil, Paraguay, and Uruguay, These coun- 
tries are a major area of United States private investment and are the producers 
of strategic materials such as oil, copper, lead, tin, zinc, quebracho, and other 
items. The increasing importance of international trade and the rise of nation- 
alism, and economic instability in some countries, have placed increased burdens 
on the area, 

GENERAL STATEMENT 


For fiscal year 1955, the budget request for the Bureau of Inter-American 
Affairs is $650,315 for domestic expenses and $6 921,533 for operating 53 Foreign 
Service establishments throughout Latin America. Our main work is concerned 
with the conduct of foreign relations with the 20 other American Republics and 
to perform foreign economic reporting and consular services in the Latin American 
area. 

Personnel assigned to this area have been substantially reduced since the end 
of the war. Since 1946 our domestic staff has been reduced from 151 to 91 or 
39.7 percent and the Foreign Service from 2,203 to 1,229 or 44.2 percent. During 
this period our responsibilities have increased, and our political and economic 
problems are much more difficult and complex than they were in 1946. Com- 
munism and nationalism are more formidable now than they were formerly. Ameri- 
can investments in the area have increased and now exceed $6 billion. Export- 
import trade with Latin America increased from $3.8 billion in 1946 to $6.3 
billion or 65.8 percent in calendar year 1953. With the advent of better facilities 
the amount of travel has increased with the result that visa services have increased 
53.3 percent since 1946 and are being accomplished with fewer posts. 

Specific changes in personnel and activities since the end of the war at Foreign 
Service posts in Latin America may be summarized as follows: 

Posts.—Twenty-nine consulates and vice-consulates were closed since 1946, of 
which four were closed at the beginning of the fiscal year 1954. This has not 
hampered the performance of work and better efficiency was achieved by cen- 
tralizing the work among the remaining 53 posts. The need for maintaining 
consulates is under continuous review and there are indications that two new posts 
will soon be required in Brazil and Venezuela. No provision has been made in 
this budget request for additional posts. 

Political and labor—In addition to the chief of mission and his deputy who 
provide executive direction over all United States agencies and programs in the 
20 Latin American countries, there is a limited number of officers and clerks who 
work on the collection, analysis, and reporting of information on the domestic 
political and labor developments in those countries. During the period from 
1946 to fiscal year 1955, this staff has been reduced from 127 to 43 or 66.1 percent. 
At present there are no political or labor officers in eight of the embassies, and 
this budget does not provide for any additional officers. However, the conditions 
are such that steps must be taken to strengthen and improve these activities 
which are becoming increasingly important because of the threat of communism 
and nationalization; political unrest and increased activities of subversive ele- 
ments; and the steadily developing labor movement and its important role in the 
political life and activities within the countries. 

Economic.—The Foreign Service is responsible for the collection, analysis, and 
reporting of economic data as requested by the Federal agenc ies through the com- 
prehensive economic reporting program (CERP) which is coordinated through the 
Division of Foreign Reporting, Department of State. The Foreign Service also 
performs a vital role in promoting trade by negotiating trade agreements and re- 
porting on trade controls, tariffs, legislation, and other economic devices which 
tend to restrict trade. These staffs prepare trade directories and lists and answer 
numerous trade inquiries. They assist American and foreign businessmen on trade 
and investment opportunities, explaining American customs and import regula- 
tions, and taking action on discrimination practices against American business 
interests. 

During the period from 1946 to fiscal year 1955, the staffs engaged in these 
economic activities were reduced from 540 to 210 or 6. | percent, and the volume 
of reports declined from 57,104 to 20,467 or 64.1 percent. The present volume of 
reporting is based on reporting prescribed by the CERP system, but we are not 
quite able to produce all requested reports with the present level of personnel. 
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There are at present backlogs of 9 percent in CERP requested reports and 27 
percent in single time requests. It is estimated that 32 more positions are neces- 
sary to clear up this work, but no provision has been made in this budget for these 
additional personnel. 

Consular services.—Since 1946 the volume of citizenship, passport, invoice, and 
notarial and protective services has been maintained at a constant level, but visa 
services have increased 53.3 percent and the volume reached 215,298 for fiscal 
year 1953. A total of 145,709 visas have already been issued during the first 6 
months of fiscal year 1954. The volume will be even greater since this Bureau 
has instructed the posts to accelerate the issuance of visas to crewmen as prescribed 
by the Immigration and Nationality Act. Based on the issuance of crew: list 
visas and estimates from posts, it appears that 18,000 crewmen will require 
visas in the Latin American area. As of March 31, 1954, visas have been issued 
to 2,461 crewmen and the applications of 989 others are now being processed. Up 
to this point, the increased demands for all consular services are met, although the 
staffs have been reduced since 1946 from 513 to 435, or 15.2 percent. This was 
accomplished by consolidating consular districts, centralizing visa offices, and 
streamlining the processes. On the other hand, visa applications are given more 
careful investigation and screening, and indications are that the visa load will 
increase at least 5 percent more during the next year. It is estimated that 29 
additional consular positions will be required to meet this increased demand 
during fiscal year 1955, but they are not provided for in this budget. Consular 
operations in this area are almost self-sustaining. Fee receipts have increased 
from $614,725 in 1946 to $1,319,374 in 1953, and on the basis of current collections 
it will exceed $2 million during fiscal year 1954. These receipts are deposited 
into the United States Treasury as miscellaneous receipts. 

Administrative.—Since 1946 the Foreign Service administrative staffs engaged 
in accounting, communications, transportation, security, supply, and building 
services have been reduced from 995 to 461, or 46.33 percent. One hundred and 
eighty-eight of these were reduced since January 1, 1953, under the current 
economy program. 


Economy program 


During the Deparvtment’s economy program in fiscal years 1953 and 1954, the 
domestic and Foreign Service operating expenses for the Bureau have been reduced 
$2,087,888, or 21.6 percent, below the actual obligations level of fiscal year 1952. 
A breakdown of this decrease by type of expense follows: 

1. Personal services——Domestic and Foreign Service positions were reduced 
from 1,822 to 1,320 or 502 at a gross saving of $1,864,078 (21.8 percent) in salaries 
and allowances. This included a decrease in domestic positions from 138 to 91 
at an annual salary saving of $177,940 (21.8 percent), and Foreign Service per- 
sonnel were reduced from 1,684 to 1,229 at an annual salary reduction of $1,316,751 
(21.6 percent) in salaries. Allowances were decreased $369,387 (22.7 percent) 
and this included a saving of $53,485 in quarters allowances for marine guards 
who were placed in Government owned or leased quarters. 

2. Travel—Reducea $40,141 or 25.8 percent. Travel from the Bureau was 
decreased $13,291 (52.1 percent) and field travel by $13,714 (17.2 percent). 
Automotive transportation expenses in the field were also reduced $13,136 (26.1 
percent) 

3. Communications. Field communications costs were reduced a net amount 
of $12,110 (10 percent), after absorbing a new cost of several thousands of dollars 
in pouch service costs which were taken over from the Post Office. In addition, 
outgoing telegraph volume from the Bureau was reduced by $7,032 (32.6 percent). 

5. Post operating exrpenses.—Reduced $119,149 (35.9 percent) including supplies 
and equipment which were decreased $115,170. Restrictions were applied to 
reduce inventories, and only emergency replacements or security equipment were 
purchased. Other miscellaneous post expenses were reduced $3,979 (9.3 percent). 

6. Building expenses —Reduced $52,410 (10.1 percent) which includes a decrease 
of $9,450 in official residence expenses, and $42,960 less in the cost in maintaining 
leased and Government-owned buildings for Foreign Service posts in the area. 


Chairman Brivces. Mr. Holland, will you discuss your request, 
please. 

Mr. Houtianp. Yes, I am delighted to have this chance to be here 
with you today. 
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REDUCTION IN PERSONNEL 


The budget we are requesting for this year is, I think, a very 
realistic one. It is almost precisely the budget under which we 
operated last year, $1,200 less, and its effective area does not include 

certain liquidating expenses that were in the budget last year and 
iaere is substantially lower in actual dollars. The budget, as I 
believe you stated, covers 53 Foreign Service establishments in 20 
foreign countries. It reflects very substantial economies in the last 
several years; since 1946, the domestic staff of this Bureau has been 
reduced from 151 people to 91 people or a reduction of 39.7 percent. 
In the same period the Foreign Service personnel, both American and 
local, of this Bureau has been reduced from 2,203 to 1,229 or a reduction 
of 44.2 percent. 

During that same period, as | am sure you are aware, the responsi- 
bilities of this Bureau have increased rather substantially. Our 
trade with these countries has notably increased during the period 
that I have mentioned, going from 3.8 billion to approximately 6.3 
billion, or an increase of 65.8 percent. 


INCREASE IN VISA SERVICES 


Our visa services in these countries which consumed a good deal 
of time have increased 53.3 percent during this period. United States 
investments in the Latin-American countries have very stustantially 
increased and are now in excess of $6 billion. Despite this substantial 
increase in our responsibilities and despite the substantial reductions 
in our personnel abroad and here, we are managing, | believe, to keep 
up with those responsibilities that are pressing. We are having some 
difficulties but rather than attempt to solve those difficulties through 
requesting an increase in the budget, we will struggle with them by 
trying to improve our organization and the utilization that we make 
of the people and assets that are available to us. 

Chairman Bringes. This committee feels, as you know, that the 
American activities are very vital and very important in the current 
world situation which we are following with a great interest and | 
will not ask the members to discuss here. There is also a genuine 
interest in the Guatemalan situation. 

Mr. Hou.anp. I consider that is one of the principal responsibili- 
ties that I have. 

Chairman Brincess. Are there any questions? 


COMPARISON OF AREA EXPENSES 


Senator ELLenpER. I notice for the Foreign Service you are pro- 
vane for 1,229 jobs. You had that last year. And expenditures 

$7,236,065 whereas the Bureau of Near East, South African and 
Afdens Affairs calls for 1,402 jobs and an expenditure of $6,575,187. 
Why should there be that general disc repuncy in the number of people 
and amount expended in each area? Can Mr. Wilber tell us? 

Mr. Wixper. There are a number of different types of expenses 
that vary from area to area. That partially accounts for it. Another 
is the number of posts that are involved and then, of course, another 
one more important is the type of problem that you have, number 
of officers you have to assign. 
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Senator ELLENDER. You mean higher-paid people? 

Mr. Wiser. The local employee gets considerably less in South 
America than he does in Europe, for instance. That is, the average 
salary of a local employee is quite different. 

Senator ELtenpeR. But that is not reflected in the amounts that 
[ have just stated. In Africa, Near East, South Asia and Africa, the 
number of employees is 1,402 compared to 1,229 and your budget 
is $7,236,111 in comparison to $6,707,000-plus. You have less veople 
and more money. If what you say is correct, that you pay fia in 
South America, it strikes me your budget there should be less than 
in the Far East? 


COMPARISON OF AVERAGE SALARIES BY AREAS 


Mr. WiisBer. That is only on local employees. It would depend 
upon the exact staff complement that you have there, Senator. | 
can run down a few of these averages. For instance, the average 
Foreign Service officer salary cost in Inter-American Affairs is $8,329. 
Average in Europe is $8,584. In the Far East it is $7,307. 

Those are the actual officers assigned to those areas. Now the 
Reserve Officer runs about the same, ARA, $9,415. European area is 
$10,109; Far East is $9,313. 

Now the local employees in South America average $1,344 whereas 
in Europe they average $1,907. 

Senator ELLENDER. We are not talking about Europe. We are 
talking about South America and the Near East and South Asia. 

Mr. Wiuser. In the case of the Near East the local salary is a 
little bit less than it isin South America. It is $1,116. The American 
salary or the salary for the Foreign Service officers likewise is quite 
a bit less. It is $8,329 in South America and in the Near East it is 
$7,728. 

Senator ELLENDER. Would you give that again? I did not quite 
get your figures there as between the two. 

Mr. Wiser. May I cite those again? 

Senator ELLENDER. Please. 

Mr. Wivser. The American salary in South America, the Foreign 
Service officer is $8,329. 

Senator ELLENDER. Yes. 

Mr. Wiiser. In the Near Eastern area it is $7,728 or a gap of 
about $600 per American 

Tne local employee in South America, it is $1,344 and in the Near 
Eastern area $1,116 or a difference of about $225 per local. 

Senator ELLENDER. That accounts for this difference in less people 
in South America, than in the Near East, and——— 

Mr. Wixser. It would be a straight mathematical computation. 

Senator ELLENDER. The budget looked large to me with that small 
difference in payment. 

What expenses are there in South America that are not in the Far 
East and African area? You mentioned something about additional 
expenses there awhile ago. 


COMPARISON OF ALLOWANCES BY AREAS 


Mr. Wiper. Here are some others. On civilian allowances for 
instance in South America the average is $1,621. In the Near East 
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it is $760. It is more than double in South America what it is in the 
Near East. I could cite other items here. 

Marine guards happen to be the other way; $1,754 in Inter-American 
and $2,251 in the Near East. 

Official residence is another good one. In South America the aver- 
age is $4,200. In the Near East it is $2,439. Again it is almost 
double. 

Senator ELuenpER. Thank you. 

Chairman BriveGrs. Thank you very much, Mr. Holland. 


STATEMENTS OF SAMUEL C. WAUGH, ASSISTANT SECRETARY 
FOR ECONOMIC AFFAIRS AND THORSTEN V. KALIJARVI, 
DEPUTY ASSISTANT SECRETARY 


OFFICE OF ECONOMIC AFFAIRS 


Senator FerRGuson (presiding). For the Office of Assistant Secretary 
for Economic Affairs, the bill provides for 213 positions at an annual 
cost of $1,445,357. This sum is the same as the estimate and this 
year’s allowance. In addition, the 1955 estimate carries $16,075 for 
miscellaneous salary expense and $33,945 for other obligations. 

The summary table and justifications on the Office will be placed 
in the record at this point. 

(The table justifications referred to follow:) 


Orrice oF ASSISTANT SECRETARY FOR ECONOMIC AFFAIRS, DomEsTIC 


Permanent salary expense 


tut 953 ' | Es ate, 195 is ate, 1955 
Actual, 1953 Number | Estimate, 1954 Estimate, 195 


on board 


Num- | Annual se Num- | Annual | Num- | Annual 
9! 


ber | rate ber rate ber rate 


Office of Assistant Secretary -__- 2, 890 | 10 2, 890 | $112, 890 
Labor advisory staff | $1,600 3 d 21, 023 3 21, 023 
Voluntary foreign aid staff , 190 
Executive staff ‘ 207, 715 2 ; 2 140, 317 


Total, Office of Assistant Secre- 
tary 5 369, 395 5s 274, 2 N 274, 230 
Office of Economic Defense and 
Trade Policy 3 | 5, 535 58 354, 275 | 53 354, 275 
Office of Financial and Development 
Policy 8, 972 5: 5 327, 5 327, 707 
Office of International Materials 
Policy 5 296, 35 d 211, d 211, 910 
Office of Transport and Communica- 
tions Policy 49 


Total, Office of Assistant Secre- 
tary for Economic Affairs 294 |1, 910, 377 25 213 |1, 445, 357 


Miscellaneous salary expense 


1953 


Man- 


years 


Type of expense 
A mount Amount A mount 


Part-time employment 5 $10, 401 f $6, 000 $6, 000 
W AE employment : 1, 820 9, O75 9, 075 
Temporary employment 556 

Overtime and holiday pay 642 1, 000 1, 000 


Tota] miscellaneous salaries 13, 419 5 16, 075 5 16, 075 
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Nonsalary obligations 


' as ™ | _ 


Actual, | Estimate, | Estimate, Increase (+) 


- - : or de- 
19538 | 1954 | 1955 crease (—) 


Object classification 


. — | . | 
Travel $17, $16, 000 | $14, 500 ~ $1, 500 
Other contractual services 25, 471 25, 786 | 19, 286 —6, 500 
Taxes and assessments 14) 159 | 159 


Total nonsalary obligations, domestic 43, | 41, 945 | 33, 045 —8, 000 
Less nonrecurring costs —6, 500 | | +6, 500 


Adjusted requirements 43, 35, 445 33, 945 | —1, 500 
} | 


Orrice or THE ASSISTANT SECRETARY FOR EcoNomic AFFAIRS 


The Office of the Assistant Secretary for Economic Affairs is responsible for 
general leadership in developing and implementing the overall United States 
foreign economic policy and for assuring consistency among the various compo- 
nents of economic policy. Because of the direct interrelated interests of other 
bureaus and areas of the Department and other Federal departments and agencies, 
the economic area has the responsibility for the coordination of plans and pro- 
cedures and the integration of economic policies required to serve the best interests 
of the United States Government. 

The economic area has the primary responsibility for negotiations on multi- 
lateral agreements and conferences as well as active participation in bilateral 
negotiations. Also, the area will continue to represent the Department as the 
prinvipal liaison in interdepartmental and intergovernmental relationships on 
substantive foreign economic matters. This representation requires that the 
economic area assume the responsibility for the preparation and clearance of 
departmental position papers, the dissemination of the results of committee action, 
and the implementation of the policies determined. 

The economic area will require 213 positions in fiscal year 1955, the same as in 
1954, but a reduction of 81 positions from 1953. The Office of the Assistant 
Secretary will require 45 positions in fiseal 1955, the same as authorized for fiscal 
1954. 


Organizational changes 


Pursuant to Executive Order No. 10458 dated June 1, 1953, the voluntary 
foreign aid staff was transferred effective July 1, 1953, to the Foreign Operations 
Administration. In fiscal 1954, the administrative functions formerly performed 
in each of the offices of the area have been centralized in the executive staff. 


OFFICE OF ECONOMIC DEFENSE AND TRADE POLICY 


Office of the Director.—The overall objective of the Office of Economic Defense 
and Trade Policy is to develop and apply programs of economic defense and com- 
mercial policy which will promote the economic and security interests of the 
United States. 

Specific objectives are generally based on interagency cooperation and are pur- 
sued primarily through measures taken in collaboration with the governments of 
other friendly countries. 

This Office will require seven positions in fiscal 1955, the same as authorized in 
fiscal 1954. 

Business practices and technology staff—The staff has responsibilities in the 
fields of (1) restrictive business practices affecting international trade; (2) en- 
couragement of the competitive enterprise system in other countries; (3) inter- 
national relations in connection with patents, trade-marks and copyrights; and 
(4) the international exchange of technology. 

The staff will continue efforts to eliminate harmful effects of restrictive busi- 
ness practices in international trade in order to protect American industry 
against discrimination by foreign cartels, to further encourage expanding and 
profitable international trade, to reduce restrictions that limit the availability 
of raw materials to the United States or the dollar earnings of foreign countries, 
and to assure that the fruits of intergovernmental cooperation in the field of 
trade are not neutralized by private restrictions. Workload will be increased 
by (1) the recent adoption by the Department of Justice of a policy of securing 
State Department views before initiating antitrust suits involving foreign com- 
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merce; (2) the necessity of preparing analyses for the Attorney General’s Com- 


mission studying United States antitrust policy. Foreign trade aspects will 
form a major field of inquiry for the Commission, which is expected to make an 
intensive study over a 2-year period. 

Work on patents, trade-marks, and copyrights is essential in order to maintain 
effective relationships with other countries to protect rights of United States 
nationals abroad in these forms of property. In the copyright field there will be a 
sizable workload in connection with the Universal Copyright Convention, signed 
at Geneva on September 6, 1952, and transmitted to Congress for its advice and 
consent to ratification 

This Office will require 7 positions in fiseal 1955, the same as authorized in 
fiscal 1954. 

Commercial policy staff.—The commercial policy staff has responsibility for the 
development and application of the basie principles of trade policy which will best 
promote the national interest. In the legislation renewing the trade agreements 
authority in 1953, the Congress provided for the establishment of a commission 
to undertake a comprehensive review of our foreign economic policy and to make 
appropriate recommendations as to what that policy should be. This reexamina- 
tion, although directed toward all aspects of our foreign trade policies, will be 
expected to lead to recommendations for appropriate legislation in connection with 
the e xpiration of the existing trade agreements authority in June 1954 

In the course of this survey and during the subsequent consideration by the 
Congress of its recommendations, this staff will be responsible for the preparation 
of analytical material covering many aspects of commercial policy. These 
materials will bear upon such matters as tariffs, quantitative restrictions, prefer- 
ential arrangements, discrimination, interrovernmental commodity arrangements, 
subsidies, state trading, and most-favored-nation and national treatment with 
respect to imports and exports. The work of the staff will be parfticularly directed 
to the actual or prospective impact of various United States trade policy measures 
upon balance-of-payments problems, currency convertibility, trade and exchange 
restrictions, internal fiscal measures, price fluctuations and inflationary pressures, 
economic deveiopment and productivity, procurement of needed raw materials, 
and the mutual defense efforts of free countries throughout the world and their 
effects upon the security and economic interests of the United States. 

In addition to the workload this staff will bear in connection with executive 
and legisiative consideration and formulation of United States commercial policy, 
the staff will also carry a major responsibility for extensive consultations and 
negotiations which it is expected will be held with foreign countries on inter- 
national trade policy after the Commission has concluded its work. It is antic- 
ipated that these consultations and negotiations will be conducted both bilaterally 
and multilaterally. As regards the multilateral discussions, it is anticipated 
that the United States will join with other countries in a comprehensive recon- 
sideration of the provisions of the General Agreement on Tariffs and Trade 
(GATT). The general agreement is the basic trade-policy agreement of the 
free world, with 34 countries covering over 80 percent of the world’s trade being 
parties to the agreement. It is expected that the general review of the general 
agreement will take place late in 1954 or in the first part of 1955. This staff will 
be principally responsible for the preparation of the United States Govern- 
ment’s position in negotiations with foreign countries in this review. 

Should tariff negotiations be undertaken during fiscal year 1955, in line with 
legislation which may be enacted, this staff will be required to coordinate United 
States preparation for and participation therein. 

As in the past, a major function of the staff will continue to involve the adapta- 
tion of United States trade policy to such new or modified legislation as the 
Congress may enact. This function includes not only the special activities de- 
scribed above, but also the interpretation and application of existing trade-agree- 
ment provisions, the providing of information and advice to the Congress and 
other branches-of the United States Government regarding United States com- 
mereial policy matters, and the general coordination of United States trade policy 
with other aspects of our national foreign policy and security interests. 

This staff will also continue to develop and negotiate treaties of friendship, 
commerce, and navigation, at an accelerated pace, in accordance with estab- 
lished policy and in accordance with the provisions of section 7k of the Mutual 
Security Act of 1952. These efforts will be directed especially toward encour- 
aging and facilitating the flow of private investment, particularly to under- 
developed countries and toward integrating the commercial treaty program with 
other major programs such as financial and technical aid. 


45431—54—pt. 2——-11 
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The staff's work will be complicated in 1955 by increased international compe- 
tition for world markets. Greater attention will have to be given to proposed 
restrictive legislation both at home and abroad imposing new barriers to trade. 
This staff will also be concerned with matters relating to further simplification 
of United States and foreign customs procedures. In this connection the staff 
will be involved in such matters as those relating to the ratification and implemen- 
tation of a proposed convention to facilitate the importation of samples which 
has been submitted to the Senate for its approval 

This staff will also be coneerned with the commercial policy activities of the 
United Nations and its affiliated organizations and with the commercial policy 
implications of the Buy American Act, commodity agreements, and domestic 
agricultural policy 

This staff will require 26 positions in fiscal 1955, the same as authorized in fiscal 
1954 

Economic defense staff—This staff has primary responsibility within the De- 
partment for economic defense measures. This includes the major efforts in 
the field of security trade controls and related aspects of free world economic 
security policies vis-a-vis the Soviet bloc—such as shipping and transit trade 
controls and the financing of trade—as have been undertaken by the United 
States in close cooperation with Canada, the major industrial and trading coun- 
tries of Western Europe, and Japan. Greece and Turkey have recently joined 
this group of participating countries. This cooperative program is carried out 
through an informal multilateral committee structure located in Paris. The 
committees (one of which deals with economic trade security matters relating 
to the Kuropean-Soviet bloc and a second with matters relating to Communist 
China) meet on a continuing basis. It will also be necessary to continue discus- 
sions with other free countries not participating in the multilateral system. 

In accordance with recent Cabinet direction, efforts will be concentrated on 
increasing the effectiveness of existing security trade controls through working 
out improved procedures on a cooperative basis with other countries. Attention 
will be given to further developing ways and means of lessening the security 
risk inherent in the present reliance of certain Western nations upon trade with 
the Soviet bloc 

Responsibility ineludes the substantive backstopping of the Department’s 
representation in the interagency committee structure set up to carry out the 
economic defense program, representing the Department at the working levels, 
coordinating within the executive branch all aspects of the economic defense pro- 
gram other than those charged to the Director for Mutual Security under the 
Battle Act, and backstopping the United States delegation in the multilateral 
committees on technical aspects of those negotiations, 

This staff will require 13 positions in fiscal 1955, the same as authorized in 
fiscal 1954. 

OFFICE OF FINANCIAL AND DEVELOPMENT POLICY 


Office of the Director.— Continued pressures on the economies of underdeveloped 
countries whose stability and economic condition are of importance to the United 
States will present important problems which will require utmost care in the 
formulation of financial and economic development policy recommendations in 
fiscal year 1955, in order to assure that the line cf policy adopted is consistent 
with our United States foreign-policy objectives. This will require the formula- 
tion of policy in such diverse fields as foreign economic and financial assistance, 
convertibility of currencies, exchange rates, trade in gold, control of foreign 
assets and transactions in connection with defense, protection and promotion of 
United States investors and investment interests abroad, the level of monetary 
reserves and relations with the countries of Western Europe and the sterling area, 
and lend-lease and surplus-property matters. 

This Office will also continue to deal with problems and policy questions raised 
in the National Advisory Council (NAC) in order that decisions of that body will 
reflect our foreign-policy objectives. 

This Office will require nine positions in fiscal 1955, the same as authorizea for 
fiscal 1954. 

Investment and economic development staff.—lIn fiscal 1955 this staff will continue 
to discharge responsibilities with respect to foreign loans and grants from public 
funds, whether supplied by the United States Government or international 
agencies; investment and economic development programs and policies of other 
countries; formulation of United States position on issues raised on economic 
development and related matters in the United Nations, the Economic and Social 
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mete 


Council, and other intergovernmental organizations in which the United States 
participates; and the promotion and protection of private investment abroad 
The role of private capital in economic development and the problem of fair 
treatment of private United States investments abroad requires continuous 
attention, 

The philosophy of extending United States Government aid in the form of 
public loans versus grants will have to be considered; the effects of Government 
aid and public loans on private investment must be carefully studied to insure 
that these are beneficial—the danger of detrimental effects is always present and 
must be carefully guarded against Present and prospective programs of assist- 
ance to underdeveloped areas must be reviewed to insure that they make the 
maximum contribution to the solution of problems in other areas, e. g., our efforts 
in south Asia should take into account the dependence of Japan upon the re- 
sources and markets of the former area 

This staff will require 17 positions in fiscal 1955, the same as authorized for 
fiscal 1954. 

Monetary affairs staff—The responsibilities of the monetary affairs staff in 
fiscal 1955 will require the formulation of policy recommendation on the position 
to be taken by the United States in discussions with other countries on such basi 
problems as the continued validity of the transition period provisions of the 
International Monetary Fund (IMF) and General Agreement on Tariffs and Trade 

GATT); the desirability of adopting a less rigid policy with respect to exchange 
rate stability; the nature of our financial relations with the sterling area, the 
Kuropean Payments Union (EPU), and with the underdeveloped countries of the 
world; the application of the United States foreign assets control regulations with 
respect to mainland China, North Korea, and such other countries as high policy 
may designate; on the revision of exchange rates and modification of exchange 
rate structures; the effects of exchange restrictions and currency inconvertibilit y 
on private investment; more efficient employment of the resources of the Inter 
national Monetary Fund for the purpose of furthering United States objectives of 
currency convertibiiity and less restricted trade; and on international financial 
measures designed to deter and penalize aggression 

This staff will require 13 positions in fiscal 1955, the same as authorized for 
fiscal 1954, 

Lend-lease and surplus property stay,.—This staff is responsible for the initia- 
tion, formulation and coordination of policy recommendations pertaining to 
lend-lease and surplus property matters, and for managing the execution of 
agreements involving an indebtedness to the United States of approximately 
$2.4 billion. Under Public Law 152, it is also responsible for furnishing foreign 
policy guidance on disposals of foreign excess property by other executive agen- 
cies; it also assists such agencies in developing disposal plans and procedures 
Its functions include: negotiation of lend-lease settlements with, among others, 
China, U. 8. 8S. R. and Poland; the renegotiation of surplus property agreements 
with China, India, ad Japan; supervision of agreements so as to guide their 
execution along proper lines and further United States military, political and 
economic objectives throughout the world; encouraging the redistribution of 
lend-lease and surplus property among North Atlantic Treaty Organization 
(NATO) countries and other friendly countries; arranging the reacquisition of 
such property when desired by our Armed Forces; participation with other 
agencies in formulation of policy governing current disposals of foreign excess 
property e. g. Korea; negotiation of international agreements to cover the dis- 
posal by other agencies of the United States property located abroad; stimulating 
programs for the use of local currencies availble under lend-lease and surplus 
property agreements so as to hasten liquidation of these debts to the United 
States; protecting United States interest in lend-lease materials aboard sunken 
vessels. 

This staff will require seven positions in fiscal 1955 the same as authorized 
for fiseal 1954. 


OFFICE OF INTERNATIONAL MATERIALS POLICY 


Office of the Director —The Office has responsibility within the Department for 
commodity aspects of our foreign economic policy. Its overall objective is to 
promote policies and programs that both assure the United States adequate access 
to foreign supplies and markets, and further its foreign policy Barring an un- 
expected change in conditions, the major problems of the period will relate to 
surpluses; in particular to United States efforts to find markets for its agricultural 
surpluses; to proposals for solving the problems of depressed markets in tin, rubber, 
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and other commodities subject to chronic and extreme fluctuations in demand and 
prices; and to proposals to protect domestic producers of basic materials from for- 


eign competitor 
In fiscal 1955, the results of a number of inquiries into the policy problems in the 
natural resources field will be available; e. g., the reports of the President’s Com 
mission on Foreign Economij: Polieyv, the Cabinet committees on minerals and 
' 


agricultural policy, and certain congressional committees As a result, it will be 
a period of reexamination, adjustment and refinement of United States commodity 
policies. This will involve the formulation of new agreed statements on general 
policy, within the Government and the international groups concerned with these 
matters, as well as the application of these policies to current problems. The 
workload at the office level will as a consequence be particularly heavy 

This Office will require six positions in fiscal 1955, the same as authorized 
fiscal 1954 

Agricultural products staff—The heaviest workload will be that arising from 
large agricultural surpluses in the United States. Both in connection with the 
determination of domestic policies that will avoid the continued accumulation of 
surpluses, and the development of programs that will utilize existing surpluses 
constructively, the staff will have to cooperate closely with the Department of 
Agriculture in preventing damage to friendly foreign relations. It will have to 
consult with foreign governments in order to assure that their interests are con- 
sidered and that the need for action taken is fully understood. It will also have 
to advise and comment on new legislative proposals in this field. 

The staff will be responsible, with Agriculture, for directing United States par- 
ticipation in the International Wheat Agreement and, if ratified, the new Sugar 
Agreement. The staff will have equally heavy responsibilities in other com- 
modities in world surplus, notably rubber and cotton, the nature of which will 
depend on whether efforts to develop similar agreements are pressed by interested 
domestic interests or foreign countries. 

As the Department’s principal point of contact with the Department of 
Agriculture, the staff will also continue to have responsibility relating to the 
wartime planning programs within the North Atlantic Treaty Organization on 
foodstuffs and agricultural products, and the activities of the Food and 
Agriculture Organization. 

Major problems will arise in connection with the disposal of the United States 
synthetic-rubber plants under Public Law 205, since it will be imperative that 
the effects on natural-rubber producing countries be considered and disposal be 
carried out in a manner that does not — unfair competitive advantage. 

This staff will require nine positions in fiscal 1955, the same as authorized in 
fiscal 1954. 

Metals and minerals staff.—The staff will have to work closely with other 
agencies and foreign governments on specific problems in the minerals field, such 
as the position of United States copper companies in Chile, the economic difficulties 
of Bolivia’s strategically important tin industry, disposition of excess United 
States Government stocks of tin, problems arising out of other Government 
purchase commitments, and the future of the Government-owned tin smelter 

The heaviest increase in workload will arise from developing world surpluses in 
many minerals and the feeling of producing countries that American stockpile 
policies are'responsible. The desire of many countries to obtain American cooper- 
ation in price stabilization through international agreement or unilateral action 
will involve intensive work with other agencies and foreign governments in addition 
to representation of the United States at meetings of international study groups. 
An international tin agreement may have been negotiated or be still under 
consideration. 

The staff will continue to have regular responsibilities in connection with the 
United States stockpile program, participating in the review of policies and objec- 
tives scheduled for the period. It will also have primary responsibility for back- 
stopping United States participation in the wartime economic planning within 
the North Atlantic Treaty Organization. 

The issue of whether the domestic mining industry must be protected against 
foreign competition will continue to be prominent, with advice on the foreign 
policy aspects of this issue required. Related policy problems will arise from the 
continued need for development of new sources of strategic commodities, for the 
longer term, and the efforts of some underdeveloped countries to extend their 
controls over their natural resources. 

This staff will require nine positions in fiscal 1955, the same as authorized in 


fiscal 1954. 
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Petroleum policy staff—This staff will have specific responsibilities in connection 
with the formulation of consistent United States policy recommendations toward 
the activities of international oil companies; and the related studies of the Attorney 
General’s National Committee on Antitrust Policy. As the civil suit now pending 
against the oil companies proceeds, the interests of foreign companies and in turn 
foreign governments will be involved, requiring the attention and assistance of the 
Department. The impact of the suit upon United States security and foreign 
policy will require continuing scrutiny. 

The staff will continue to assist both the American oil companies operating 
abroad and the foreign governments concerned in evolving improved and equitable 
relationships, with particular emphasis on the Middle East. It will work for 
increased opportunities for United States private enterprise to participate in 
foreign petroleum development on a competitive basis, and for improved foreign 
legislation and regulation of the exploitation of petroleum resources An issue 
of major foreign policy importance that will probably be revived is whether 
petroleum imports into the United States should be restricted by legislative action, 
and the staff will be looked to for analysis of the facts and advice on the foreign 
policy angle. 

Finally, the staff will continue to have responsibility in connection with wartime 
petroleum planning within the North Atlantic Treaty Organization, including 
the backstopping of the United States delegation to the Petroleum Planning 
Committee. 

This staff will require six positions in fiseal 1955, the same as authorized in 
fiscal 1954 

Manufactured products staff As an economy measure, this staff has been 
abolished and its continuing functions consolidated with the existing functions 
of the metals and minerals staff and the petroleum policy staff. 


OFFICER OF TRANSPORT AND COMMUNICATIONS POLICY 


Office of the Director —Under the immediate supervision of the Assistant Secre- 
tary for Keonomie Affairs, the Office of Transport and Communications Policy 
has responsibility for and authority over the aviation policy staff and the tele- 
communications policy staff. The former shipping policy staff and the inland 
transport policy staff have been discontinued; their previous responsibilities are 
now discharged by the Office. 

Vigorous United States leadership among the free nations of the world, and 
ability to frustrate the designs of aggressor nations, depend in part upon strategic 
supremacy in the airspace, in the ocean areas and in the radio spectrum; this 
supremacy can only derive from sound and far-reaching policies in the fields 
of transportation and communications. The necessary foreign policy elements 
of broad United States national policies in these fields are established by collabora- 
tive effort between this Office, other areas of the Departn ent, other Government 
agencies With statutory responsibilities and pertinent segments of private industry. 

The Office is responsible for international aspects of United States -shipping 
policy affecting national defense, promotion of foreign commerce, maintenance of 
an adequate American merchant marine and protection of United States shipping 
from diseriminatory practices abroad. 

The Office is responsible for the coordination and execution of United States 
policy objectives regarding international aspects of inland surface transport (rail- 
ways, highways, inland waterways, pipelines, and ports), tourism, and the facilita- 
tion of travel. 

This Office will require 11 positions in fiscal 1955, the same as authorized for 
fiseal 1954. 

Aviation policy staff—The aviation policy staff serves as the focal point on 
aviation matters within the Department. The staff coordinates the Depart 
ment’s constant efforts to obtain and maintain by negotiation foreign operating 
rights for United States aircraft, including scheduled air services, irregular 
services and noncommercial operations; to carry out programs and policies to 
improve international air navigation facilities and services; to participate in 
activities of the International Civil Aviation Organization in the economic, 
technical and legal fields; to participate in negotiations with foreign governments 
for the most efficient wartime use of air transport industries; and to carry on such 
activities as international cooperation in the elimination of onerous economic 
burdens on air transport operations 

Efforts abroad to restrict United States international civil air operations ir 
crease.: United States objectives must be supported by constant pressure and 
cogent argument. Accelerate1 programs in the field of air navigation facilities 
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and services are necessary in order to improve the safety, regularity and efficiency 
of the service provided by United States carriers. : 

This staff will require 12 positions in fiscal 1955, the same as authorized for 
fiscal 1954. 

Telecommunications Policy Staff—-The Telecommunications Policy Staff is 
responsible for expressions of United States telecommunications policy abroad. 
Only through international understanding and agreement can effective utiliza- 
tion of the radio spectrum, a vital national resource, be achieved. Operations 
essential to the national security and economic well-being of this country are 
carried out by means of a complex network of domestic and international tele- 
communications which is dependent upon international agreement for the use of 
large parts of the radio spectrum. 

This Staff assists in necessary revisions of policy to meet the rapid technical 
advancements and spearheads efforts for their adoption on an international scale. 
This Staff represents the Department on interdepartmental committees which 
deal with telecommunications problems; protects the interests of private American 
agencies and companies abroad; cooperates in the adjustment of international 
problems relating to radio interference, routings, tariffs, standardization, fre- 
quency usage, etc., and facilitates such activities as those of the Voice of America, 
Radio Free Europe, and the American Committee for the Liberation of the Peoples 
of Russia. 

This Staff will require 16 positions in fiscal year 1955, the same as authorized for 
fiscal year 1954, 


PREPARED STATEMENT 


Senator Frerauson. Mr. Waugh, will you proceed to give us the 
justification for this office? 

Mr. Wavuen. Senator, to save time, I would like to file a very 
brief statement. 

Senator Frereauson. You may file that, and it will become part of 
the record. 

(The statement referred to follows:) 


This is my first appearance before your committee. My appointment dates 
from June 5, 1953. For vour information I come from the conservative Middle 
West with a personal background of 40 years in the banking and trust business. 

For the reason this is my first experience, perhaps I am using an unorthodox 
approach in connection with this presentation of the requested budget for 1955. 
My statement will be brief and will be based upon my own personal observations 
during the past 10 months. When Secretary Dulles, Under Secretary Smith, 
and Under Secretary Lourie asked me to come to Washington I said very frankly 
that I was not a trained economist and that I did not have the technical knowledge 
that might be needed for this important post. They, of course, had been advised 
as to my business background and my connection with the economic committee 
of the American Banking Association and the policy committee of the United 
States Chamber of Commerce. They informed me they were not looking for a 
technician, and all assured me that the economic area of the State Department 
has a competent staff of trained men. 

In the fiscal year 1953 the staff numbered 294, whereas today we have 213 
available—reduction of over 27 percent. 

For fear you may not have sufficient time to study the details of the justifica- 
tions submitted, may I very briefly enumerate the activities of my area which 
covers a Wide range of problems. The work of the economic area can be divided 
into four major functions: 

(1) To advise the Secretary, the Under Secretary, and the other Assistant 
Secretaries on foreign economic matters. 

(2) To bring together the views of the interested regional areas of the 
Department into a unified Department position on economic matters. 

(3) To represent the Department in economic discussions with other 
agencies within our Government. 

(4) To represent the United States Government in intergovernmental 
economic negotiations primarily of a multilateral nature. 

These responsibilities place a requirement of highly professional competence 
on the personnel of the economic area. You can judge my approach to our budget 
problems by having me discuss some of the major problems which arise in each 
of the respective offices under my direction. 
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First, however, I would like to indicate that there is nothing sacred about our 
organization, as such, and you may be assured it is under constant review I can 
also assure you, to the limit of our finances, and ability, it will be managed so as 
to meet pressures and demands on the Department in the economic area 

Specifically, the Shipping Policy Staff, the Inland Transport Policy Staff, 
and the Manufactured Products Staff have been abolished and the Voluntary 
Foreign Aid Staff was transferred to FOA by Executive order. Through assist- 
ance from Acting Under Secretary Morton, we are making an objective study 
of all our functions, looking toward possible changes which we hope may result 
in an even more efficient organization. We are striving to develop a long-range 
personnel program for the betterment of the area in order to be able to cope 
with increasingly important economic matters. Please be assured also that we 
will do all possible to improve our public-relations situation. We are striving to 
improve our relations with the general public and with the Congress. We are 
attempting to keep in touch with the Senate, particularly with the Foreign Rela- 
tions Subcommittee for Economic Affairs and other committees. 

Consistent with the change of administration, reexamination of all of our 
policies is occurring all along the line. Such reexamination will naturally result 
in increased workload. For example, the report of the Randall Commission and 
the President’s recommendation with respect to that report will require intensive 
work on the part of my staff, and will inevitably involve much consultation and 
negotiation with foreign governments. Our East-West trade policies are con- 
tinually being reexamined and also require extensive nezotiations. 

May I now review briefly the functions and some of the problems in each of the 
four offices in the economic area 

The Office of Economic Defense and Trade Policy consists of a commercial 
policy staff which is concerned with problems of trade and tariffs. It is responsible 
for recommending appropriate trade policies and is the one upon which the 
major portion of the work stemming from the Randall Commission recommenda- 
tions is falling. This Office works with and through the Trade Agreements Com- 
mittee. Let me point out in this connection that while this staff backstops for 
the State Department in its responsibilities with respect to the trade-agreements 
program, it is actually the interdepartmental Trade Agreements Committee, 
established by Executive order, that develops the Government’s positions on 
matters in this field. It is a tribute to this interdepartmental Committee that 
better than 90 percent of its decisions are unanimous, reflecting the consent of 
nine agencies. The economic defense staff in our Office of Economic De meee and 
Trade Policy is concerned with security-trade controls, East-West trade, shipping 
and transit controls, and cooperating with Governor Stassen’s organization in 
the economic defense policy field. The business practices and technology staff 
is concerned with such ee Been matters as patents and trade-marks, copyrights, 
restrictive business practices abroad, and the antitrust policy of the United 
States Government 

The Office of Financial and Development Policy is concerned with international 
financial and economic development matters which require the formulation of 
policy in a variety of fields including convertibility of currencies, exchange rates, 
trade in gold, protection and promotion of United States investors and investment 
interests abroad, the level of monetary reserves, and relations with the monetary 
area of Western Europe and the sterling area. This Office is responsible for dealing 
with the Department’s interest in problems and questions raised in the National 
Advisory Council. It likewise seeks to assure that the Department’s interest in 
the continuance and furtherance of economic development throughout the world 
is carried out. The effect of the operations of the Export-Import Bank and the 
International Bank for Reconstruction and Development on our foreign relations 
is a matter of immediate concern to this Office and to this end close relations are 
maintained with both institutions. Additionally, the Office has a lend-lease and 
surplus property staff which is responsible for the long-range management and 
administration essential to the protection of our Government’s interest in some 70 
agreements representing a potential return to the United States of upward of 
$244 billion 

The Office of Transport and Communications Policy covers the aviation, 
shipping, telecommunications, and inland transport fields. These highly tech- 
nical fields require special types of competence and they are important economic 
factors in our international relations. In these fields a basic reexamination of 
policies is well under way; any new approaches will involve complicated problems 
of implementation. 

The Office of International Materials Policy is concerned with the foreign- 
economic aspects of commodity problems ranging from surplus agricultural 
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problems to the problems involved in the reliance of this country on foreign 
sources for strategic materials such as nickel, manganese, cobalt, tin, mica, 
industrial diamonds, ete. It is concerned, too, with the reliance of our domestic 
economy on export markets in cotton, wheat, rice, dried fruits, and tobacco. 
The access to foreign markets and sources of materials is not automatie in this 
modern world but requires constant negotiations and dealings with other gov- 
ernments at the working level in Washington and at the diplomatic level abroad. 
The responsibility for the substance of these negotiations rests with the Office 
of International Materials Policy. 

Your committee has before it the details with respect to these Offices. If you 
wili study those details, and keep in mind the many and varied responsibilities 
entrusted to the economic area, you will realize the pressure and load under 
which we are working with the reduced staff—and it is an increasing loadwhich 
we do not anticipate will level off but will prebably continue to develop. The 
budget estimates which we have presented to you are conservative estimates, 
and there is the real possibility that we may run into situations where it may 
be extremely difficult to do the job that is expected of us. 

We have in immediate prospect, as mentioned before, substantial further work 
growing out of the recommendations of the Randall Commission report We will 
be coordinating the interagency work required to assist the White House in the 
preparation and presentation to Congress of the legislative program recommended 
in the President’s recent message on foreign economic policy. 

Another great problem which has emerged, with which we are vitally concerned, 
is the Government's program for disposal of surplus agricultural products abroad 
We are working with the White House and other agencies in preparation of recom- 
mendations as to the type of programs needed to carry out the disposal operations 
suggested by the President in his agriculture message and his budget message. We 
are also working on behalf of the appropriate operating agencies in the negotiation 
of agreements with foreign governments for special disposal operations, such as the 
barter of agricultural surpluses for strategic materials 

These are examples of major responsibilities recently added to our existing 
functions, which may suffice to show your committee why an increased workoad is 
inevitabie for the economic area 

Let me assure you gentlemen that in the day-to-day operation of this Depart- 
ment, the problems are practical, immediate, and real lhere is little, if any, 
overlapping or duplication of services performed by others The tasks which our 
people do are those required in the formulation and application of United States 
foreign policy 


There may ! 


some outside of the Department of State who have felt that the 
Department has been dealing with academic economic theory \s a practical 
businessman—coming to this assignment without prejudice—I assure you that I 
have not been aware of any such practices in the economic area. Changes are 
being made within Gur budget limitations to meet the objectives of the present 
administration 

In closing may I express my appreciation for the opportunity to appear before 
this committee to tell you about the economic area of the Department of State. 
I only wish vou had the time to personally visit the Department and to obtain 
vour own firsthand impressions 

Be assured, gentlemen, we will husband carefully the funds you make avaiiable 
to us and will exert every effort in our planning and operations to the end you may 
In another vear give our staff vour unqualified approval. 


OFFICE OF INTERNATIONAL MATERIALS POLICY 


Mr. Wauau. Yes, sir. 

I have here a history of my own background, but I think you have 
had it, and I have given it to Senator Ellender. 

This is my first appeerance before the committee. We have given 
you itemized statements as to the four major departments in which 
we are operating, and I am ready to answer any questions on them, if 
you would like. 

Senator Ferauson. I have a few questions. I understand that you 
have a department known as the metals and minerals staff. 
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Mr. Waveu. That is part of the department that we use in inter- 
nationa! material policies. That is 1 of the 4 under that field. Yes, 
senator. 

Senator Fercuson. Will you tell us just what this staff does and 
why you have to have it? 

Mr. Waven. On all international materials, we have problems, 
such as that we deal with agriculture and the International Wheat 
(Agreement and sugar agreements. We have had the same problems, 
sir, in connection with tin and the International Tin Agreement. We 
have all of our problems with reference to the situation in Chile, and 
Chile copper, and when we have any international material that de- 
velops a problem that involves relations with foreign countries it is 
the work of this particular staff. We work with other agencies of 
Government, and have just been a party to the Metals and Mining 
Committee. appointed by the President at Cabinet level. The 
President appointed this Committee on Mining and Metals, and it 
was the work of this staff, together with the cooperation of the other 
agencies, to develop this information for the Cabinet committee. 

Senator Ferauson. How long has the staff been in existence? 

Mr. Wavau. As far as I know, permanently, sir. This is nothing 
new. 

INTERNATIONAL MATERIALS CONFERENCE 


Senator Frrauson. Is this the same thing as the International 
Materials Conference? 

Mr. Waveu. Not at all, sir. It has nothing to do with it. I think 
it is just a similarity in names. It is very confusing. It has nothing 


to do with the International Materials Conference at all. I think 
that it has an unfortunate name. 

Senator Frercuson. Has that been abolished? 

Mr. Wavuau. Yes, sir, the IMC has been abolished. 

Senator Fercuson. It took a long time to get rid of it. They 
switched the funds and did everything they could to keep it going. 
| was a little suspicious that this was maybe the same thing. 

Mr. Wauaeu. It has no relationship whatever, Senator. The first 
time the International Materials Conference came up after 1 came into 
office, we voted to abolish it immediately. ‘There was no further need 
for it 

Senator Frerauson. Why couldn’t the Bureau of Mines do this 
work? 

Mr. Wavuau. They do a great deal of it. The only relationships 
we have are those with foreign governments, which they don’t deal 
with. We work very closely with the Department of Interior in this 
connection. But any problem in connection with negotiation with 
Bolivia on the tin contract, with the Malay countries on their tin 
contract, or negotiations on rubber with these countries, must come 
through the Department of State 

Senator Fereuson. Well, did they handle agricultural commodi- 
ties? 

Mr. Waven. In that same department we have a staff for agri- 
culture, too. 

Senator Fercuson. What about manufactured goods? 

Mr. Waven. We don’t do much on manufactured goods. That is 
practically all handled through the Department of Commerce. 
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QUESTIONED TRANSFER OF FUNCTIONS TO BUREAU OF MINES 


Senator Ferauson. Why couldn’t we put this in the Bureau of 
Mines, the Department of the Interior? 

Mr. WavuGu. Because the Department of State, sir, is charged with 
international negotiations with foreign governments. 

Senator Frrauson. Yes, but there are some negotiations with 
respect to manufactured goods. 

Mr. WauGu. Whenever anything gets back to that it comes under 
commercial policy under a little different setup. 

Senator Ferguson. How many people have you got on the staff? 

Mr. Waveu. On this particular staff 9 in metals and minerals; 
there are 6 in petroleum; and there are also 9 in agriculture. 

Senator Feraguson. How much does this involve in money? 

Mr. Waueu. $60,000 for agriculture, $67,000 for the 9 in metals 
and minerals, and $39,000 in petroleum staff, all in round figures. 

Senator Fercuson. Have vou gone over the qualifications of these 
people on this staff? Have they had experience in metals? 

Mr. Wauau. I have gone over in the last 12 months the qualifica- 
tions of every man in a major position on our staff. I have a detailed 
statement, not with me, of every man in a major position in this 
department, sir 

Senator Ferauson. Well, I have some of them here. I am at a 
loss to see what the qualifications would be for these particular jobs 
in metal. I don’t find any experts. 

Mr. Wavau. I do not know to whom you are referring. 

Senator Ferauson. Well, | do not want to single out any particular 
one. 

Here is one who graduated from the University of Buffalo, bachelor 
of science, 1932; American University, 1936-40; accountant for a 
creamery company, 1933-36; statistician, Department of Interior, 
1936-42; economist, War Production Board, 1942-45; Civilian Pro- 
duction Administration, 1945-47; Department of Commerce, 1947—48; 
appointed international economist P-6 in the Department of State, 
December 17, 1948; and then he goes from a P-6 to GS-13, October 
30, 1949. 

How could he help you in minerals and so forth? 

Mr. Wavueu. Without going into this particular man’s background, 
insofar as his experience in metals and minerals is concerned, this 
man I just know generally. This man is qualified in negotiation 
with other countries from his broad experience and on actual knowl- 
edge of the metals and minerals. He would confer very closely, of 
course, sir, with the Department of the Interior. ‘These men are not 
men that have been miners; they are not men that have been farmers; 
but they are men who have been trained by the civil-service require- 
ments in that particular field. 

Senator Ferauson. Where does he get his qualifications for mining 
and minerals? Was he on the International Materials Conference? 

Mr. Wavau. I do not know that, but I do know he has had train- 
ing in the War Production Board, the Commerce Department, and 
the Department of the Interior. 

Senator Ferauson. He was a statistician in the Department of 
the Interior. 

Mr. Wavuau. For 6 years or something like that. 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1307 


Senator Ferauson. Well, if you have the Interior Department who 
are experts who have to look into this why couldn’t they do this work? 
Can you tell us that? 

Mr. Wavueu. Of course, the Department of the Interior is not 
charged with the responsibility of negotiations with foreign govern- 
ments, and that is the only place we get into the picture. In other 
words, the Department of the Interior is a domestic organization, 
and certainly they have to pass on the decisions that we make in 
negotiations with Chile on copper, with Bolivia on tin, and I use these 
because they have been so active in these past 4 months, 

Senator Frreuson. Well, I just picked that one because he was 
the head of the Metals and Materials Department. 

Mr. Wauen. Yes 

Senator Ferauson. What is his salary? 

Mr. Macr. $9,800. 

Mr. Wauaen. He has been in the Government 20 years. 

Senator Frrauson. Yes, he has been in since 1933. But I was 
trving to find in his background anything in relation to minerals and 
mining. 

Mr. Waueu. Only insofar as his experience with the Department 
of the Interior is concerned, plus what he has been doing since he has 
been with this Department, plus the fact that they use him in connec- 
tion with the negotiations, not in connection with being an expert on 
mining 

Senator Frrauson. But how can a man negotiate in relation to 
mining and minerals and not have any experience in those fields 

Mr. Wavuaeu. He has a great deal of knowledge with reference to 
the materials that he is working in, and he is working with these 
departments daily, not on international problems only, that affect 
both departments. The same thing is true in agriculture. That is 
exactly the same problem. 

Senator Fercuson. Do you mean you take a man that has no 
personal knowledge about agriculture and put him in this kind of a 
job? 

Mr. Wavau. We don’t take anyone, sir. We inherit these people 
that we have here that have been here with the organization and do 
the best we can with them. These are all civil service men. 

Senator Fereuson. I know, but when you come in and you find 
a man not qualified by training, do you mean to say that by civil 
service you have to keep him in there just because you inherit him? 


STAFF REDUCTIONS 


Mr. Wavuau. That is a very difficult question. You do not have 
to keep him in if you can place him in some other place. But we have 
been confronted with a situation where we have reduced the staff 
from 294 to 213, and we have had to do the best we can since last 
April with the reduction of 27 percent in our staff. 

Senator ELLeENpDeER. I weuules if you could be spec ific as to some 
cases wherein this man has acted. What did he do? 

Mr. Waveu. I do not think that I can take just exactly this one 
particular man, because the work that he does will come up to “9 
head of the department and then will come up, it will be staff work, 
will come up to either Mr. Kalajarvi or myself in the final analysis. 
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CHILEAN COPPER CASE 


Senator ELLenper. Two years ago I was in Chile, and I got a lot 
of complaints there from some of our own people about a contract 
that was negotiated with the Chilean Government whereby the United 
States agreed, through the State Department, to pay, I think it was, 
about 3 cents more for copper than was then being paid, and the 
State Department agreed to this increase of 3 cents provided wl of it 
went to the Chilean Government. Later on the Chilean Government 
went even further, and I understand now they have made us pay 13 
cents. They simply copied form the plan of approach that was worked 
out by the State Department so that the American companies out 
there were being paid on the basis of 24 cents but the Chileans were 
selling on the basis of 24 plus 13 cents 

Is there such a thing as that done by the man? 

Mr. Wavan. No, but he does work, in a subordinate way, on that 
sort of problem. 

Senator E.penper. Who negotiated that? Do you know, Mr. 
Wilber? 

Mr. Wiiser. I am sure Mr. Waugh does 

Senator ELLeEnpeR. Of course, he is a new man here 

Mr. Waven. Let me tell you on the matter of negotiation of con- 
tracts 

Senator ELLENDER. You know what I am talking about. 

Mr. Wavan. Yes, exactly. The Department of State represents 
the United States Government in negotiations, but I wish I could 
make it clear that the Department of State as such is not responsible 
for making the decision entirely in the negotiations. 

Now, for example, in the Trade Agreements Committee we have 
to get 9 approvals before we can negotiate with any foreign govern- 
ment on a trade contract. We would never make a negotiation or 
recommend a contract with the Chilean Government that did not 
have the approval of the Department of the Interior, the Treasury, 
the Budget. The State Department is merely the representative of 
the executive branch in these negotiations. 

Senator Ettenper. When the Chilean Government raised the 
ante on the price of copper, and I think it was 13 cents or whatever 
amount it was, did that come through your organization and did you 
agree to that? 

Mr. Wavau. That went up as high as the Cabinet level to make 
the decision on buying an additional 100,000 tons of copper from 
Chile. I happened to be in Caracas at the time. As to the operation 
in Chile with the Government down there, the American companies 
sell their copper to the Government for a certain price. 

Senator ELLenpeR. 24 cents, 

Mr. Wavuan. And then the Government sells it at another price. 

Senator ELLenper. That is right. 

Mr. Waven. That is the same thing that the oil companies use on 
a different basis, where they pay 50 percent of their earnings to the 
Venezuelan Government, and they take 50 percent. 

Senator ELtuenper. That is altogether different. 

Mr. Waveu, That is their tax. 

Senator E.tenper. In this instance the American companies that 
mine this copper were receiving the old 24-cent price fixed before the 
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war, and because of a complaint by the Chilean Government. the 
State Department accepted and said, “All right, we will give you 3 
cents more,” | think it was, and you did, provided that the Chilean 
Government got all of it. Then the Chilean Government asked for 
raises, and | think it was 10 cents more with the condition that the, 
are now receiving thirty-some-odd cents for the copper and the 
American companies that are mining it are being paid by the Chilean 
Government on the basis of 24 cents 

Is that still the case? 

Mr. Wavaun. | do not think those are the facts as such Let me 
give 1 to you in another way 

I don’t think a contract was ever made with the Chilean Govern 
ment that the American copper companies down there did not have 
full knowledge of and consent, and they might have disapproved 
Now, Anaconda and Kennecott have been familiar with every negotia 
tion we have had with the Chilean Government. 

Senator ELLenper, They were on the first negotiation about the 
3 cents, | believe, but later 

Mr. Wavan. They have been in on every negotiation that has 
taken place since | have been in here. 

Senator Eutenpkr. And they voluntarily agreed to it all? 

Mr. Wavuen. Never did they voluntarily agree to raise their taxes. 
but the situation was such that they disavowed the matter of whether 
the copper should go behind the Iron Curtain or not. The theeision 
was not made in the State Department to buy this copper. I em- 
phasize that it was made at the highest Cabinet level. 


ECONOMIC REPORTS FROM ABROAD 


Senator ELLENDeR. By the way, have you anything to do with the 
economic reports that come from abroad? 

Mr. Waucu. No, sir. That comes in through a different part of 
the Department. I can make a comment that I think that your staff 
report that I have read over the weekend, made by your staff, was one 
of the best analyses of this problem I have read. 

Senator E.uenper. Fine. I am glad of that. Some of that was 
taken from studies that a few Senators made. mcluding myself, and | 
am very hopeful that before this session closes Mr. Wilber will be able 
to make the final report and show us how he expects to curtail these 
reports, both on the Washington level and abroad 


OFFICE OF TRANSPORT AND COMMI NICATIONS POLICY 


Now, Mr. Chairman, | would like to ask the witness about the 
Office of Transportation and Communications policy. 

How many people are employed in that department? 

Mr. Wavan. That is divided into three sections, too. In the 
Aviation Policy Staff, which I know you are directly interested in. 
there are 12. 

Senater ELLENDeER. And the cost? 

Mr. Wavuen. The cost is $82,000. 

Senator ELLENDER. Who heads that? 

Mr. Waveu. Mr. Paul Barringer. 

Senator ELLenper. Is he here? 

Mr. Waven. No. 
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SITUATION ON AIRLINES CASE, NEW ORLEANS AND MEXICO CITY 


Senator E.tenper. If you recall, I had asked some time ago that 
you and Mr. Barringer give me a detailed account of the situation in 
respect to the granting of permits for airline service between New 
Orleans and Mexico City. I wonder if you could give us a memo- 
randum on this situation, particularly with reference to the certificates 
that were issued, I think, in 1946 to various companies wherein two 
of these companies that were issued these certificates were permitted 
to proceed and contract with the Mexican Government, and the rest 
of them were to wait further action by our Government with Mexico. 
Up to now I understand that no action has been taken. As a matter 
of fact, the certificates were canceled by President Truman while he 
was President. I wonder if you could cover the whole situation for 
the committee 

Mr. Wavan. I have a four-page memorandum here. It is marked 
confidential, and I would like to file it with you, and you can use it 
in any way you like. I do not know whether this would be classified 
or not classified, sir 

Mr. Kanasarvi. Yes. 

Senator ELLenper. Why would it be confidential? 

Mr. Waven. | mean confidential. It might affect the future 
negotiations 

Senator ELuenper. If that is true I presume you would prefer that 
I not question or examine you. 

Mr. Waveu. No. I would like to have you examine me on this 
because that is one thing I have given a lot of thought to. 

Senator ELLenper. Mr. Chairman, I do not want to look at the 
confidential report now because I do not care to ask questions in an 
open session on something that contains classified data, but this 
memorandum could be filed with us. 

Senator Frerauson. As a confidential report. 

Senator ELLenper. As a confidential document. 

Mr. Wavau. HH you would like to go off the record I would be glad 
to read it, 

Senator Ferauson. No. We have the press here. 

Senator ELLenpER. Now if there are any of the questions that I ask 
you that you cannot answer or do not think you ought to answer you 
may say so because I do not want to make public information which 
is classified. 

Senator Frerecuson. In other words, he does not want to get any 
classified material in this open record. 

Mr. Waueu. Would it be helpful to you, sir, if I could report to 
you and the committee what has taken place since we had the dis- 
cussion in your office 2 weeks ago Friday, and maybe I could antic ‘ipate 
some of your questions and bring you up to date in that manner? I 
do not think that would be classified at all. This document goes into 
more detail. 

Senator ELLENDER. I got a report from you by letter. Have you 
anything additional to that? 

Mr. Wauan. Yes. 

Senator ELLENDER. Suppose you give the committee the substance 
of the report that you made some time ago and then any additional 
matters that you may desire to add to that first report. 
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Mr. Wavan. Since | talked to you in your office together with 
Senator Long and your respective Congressmen 

Senator ELLENDER. Senator Long, Congressmen Boggs and Hébert. 

Mr. Wavau. I had a long talk with the head of the Civil Aero- 
nautics Board, Mr. Gurney, and subsequent to that he wrote a letter 
to the President outlining the policy, outlining the problem as he saw 
it at this time, with which we are both familiar. Since that time he 
has had a telephone call from the President’s counsel. 

Senator ELnenperR. That is Mr. Gurney. 

Mr. Wavueu. Mr. Gurney. Mr. Gurney has received a reply from 
Mr. Shanley, the President’s counsel, which he brought to our office 
last week. Subsequently the Department wrote to the White House 
asking that a conference be held at the earliest possible date by and 
between the representatives of the President, the representative of the 
Civil Aeronautics Board and the Department of State to make deci- 
sions as to the next move in connection with the problem with which 
you are familiar. 

Senator ELLeNpER. Has anything concrete been done? You have 
only looked into it? 

Mr. Wavuau. No, sir, nothing more than I have reported. 


AIRLINES CERTIFICATED 


Senator ELLENDER. As I stated a moment ago, it is true that a 
permit was granted to several airlines back in 1946, is it not? 

Mr. Wauau. Yes, sir, five airlines. 

Senator ELLenpmEr. Five airlines? 

Mr. Wauan. That is correct; on seven routes. 

Senator ELLENDER. And American and Pan-American only were 
permitted to proceed and to continue on the routes that they were 
then operating on a temporary basis? Is that not true? 

Mr. Waueu. That is my understanding; yes, sir. 

Senator ELLENDER. Can you tell us why it was that the other air 
lines were not permitted to proceed on the certificates issued them in 
the same manner as was the case for the American and Pan-American? 

Mr. Wavueu. You mean, now, with reference to the fact that the 
other permits were canceled by letter of the President of the United 
States, President Truman? On that I have no knowledge. 

Senator ELLENDER. You have no knowledge. 

Mr. Wauaen. No. 

Senator ELtenper. You have no knowledge of what took place 
before the cancellation by President Truman? 

Mr. Wavau. No, sir, other than the historical background that has 
been given to me by the various representatives of the airlines and 
our own staff. 

Senator ELLENDER. Well then would Mr. Barringer be familiar with 
what transpired? 

Mr. Waven. I think Mr. Barringer would be familiar, and I think 
also that the Civil Aeronautics Board would be very familiar. 

Senator ELLENDEeER. You mean Mr. Gurney’s organization? 

Mr. Wauau. The Board, yes, of five men. 

Senator ELLenNpeR. What entree, if any, has Pan-Am or American 
with the State Department? 

Mr. Wauau. No more than other organizatioas. 
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COMMENTS ON AIRLINE CERTIFICATION BETWEEN NEW YORK AND 
MEXICO CITY 


Senator ELLENDeR. Why was it that American just a few months 
ago was able to persuade somebody in the State Department to appear 
before the CAB and, with that individual’s backing and State’s bless- 
ing, within a few minutes get American Airlines permission to operate 
between New York and Mexico City? 

Mr. Waveu. I do not think that anybody persuaded them to that 
effect. That decision was made by the Civil Aeronautics Board. 

Senator ELLenpER. No, but it was presented, though, to the 
Civil Aeronautics Board by somebody from the State Department. 

Mr. Wave. | do not think the presentation was made by the 
people from the State Department; I think it was made by the people 
that wanted the line. But they asked the State Department if they 
thought it was important that they compete in that particular line, 
and the Assistant Secretary for Inter-American Affairs and my area 
office thought it was important and Mr. Barringer went to the Civil 
Aeronautics Board and _ tesified accordingly. 

Senator ELLENDER. They not only testified but, as I understand, 
they made a presentation in writing, did they not? 

Mr. Wavuau. They always make presentations; nothing in this 
case in writing was presented. 

Senator ELLENpER. Who brought it to the attention of the State 
Department? How was it started? Did American bring it to 
them? 

Mr. Wavuau. I do not think so. I think it came from the Civil 
Aeronautics Board. 

Senator ELLENDER. When you say you do not think so is it your 
view you do not know? 

Mr. Wavau. I say frankly I do not know. 

Senator ELLENDER. You do not know. Who in the State Depart- 
ment would know? 

Mr. Wauau. Mr. Barringer would know. I could obtain informa- 
tion for you as to that. 

Senator Frereuson. We will file that in the record, then. 

Mr. Wavueu. Yes, that would be very easy to find out. 

(The information referred to follows: ) 

The fact that the French airline had been given permission by the Mexican 
Government to operate nonstop from New York to Mexico City was first reported 
to the Department by the Embassy in Mexico City. The competitive effect on 
the operations of United States carriers was apparent. Therefore, American 
Airlines advised the Department of State of its desire to operate nonstop between 
New York and Mexico City. The airline then filed an application for an exemp- 
tion from the Civil Aeronautics Board to permit this operation. In accordance 
with the usual procedure in connection with cases involving international relations, 
an officer of the Department of State attended a meeting of the Board to advise 
the Board concerning the effect on international relations. 


SITUATION ON AMERICAN AIRLINES CERTIFICATION 


Senator ELLENDER. I wish to point out that there was pending 
before the CAB for almost 6 years an application by American, and 
it was not acted upon until a few weeks ago or a few months ago when 
just overnight that permit was granted. In any event, Mr. Waugh, 
as I understand, this whole matter has been canceled out. Am I 
right in that? 
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Mr. Wavuau. You are referring now to these five permits? 

Senator ELLENDER. | am referring now to the special certificat 
that was issued to the American to fly from New York to Mexico 
City some 2 months ago. I understand that some court action was 
taken, and it was set aside or 

Mr. Wavau. It was a permit to negotiate with the Mexican 
Government, was it not? 

Senator ELLENDER. American was given some kind of preference, 
without an open hearing, to proceed with the route from New York 
to Mexico City. 

Mr. Wauenu. They were given authority to negotiate on that, and 
then the whole item was canceled out and the action was withdrawn 
yes, sir. 

Senator Ettenper. As I understand, the matter is now pending 
for further adjudication by the CAB. Am I correct in that? 

Mr. Wavau. I think that is correct. And I think the whole matter 
is under study in order to accomplish the desired result, better relations 
with Mexico and this country. 

Senator ELLENDER. When you say “the whole matter’? you mean 
that together with the other permits that were granted to other 
companies? 

Mr. Waueu. If negotiation with any country is open it will prob- 
ably involve negotiations on the entire picture. We have, as | 
remember, agreements with 47 countries, and I think this will probably 
be a full-scale negotiation if we open it. 

Senator ELLENDER. As I was informed, American, as well as Pan 
American, botb were desirous of handling the situation between our 
country and Mexico in a one-package deal or agreement. Is that 
correct? 

Mr. Waveu. Do you mean by that that insofar as those two 
companies were concerned or as 

Senator ErLeENpER. No. Insofar as all companies were concerned, 
yes. 

Mr. Wauau. I have no idea. 

Senator ELLenpER. Do you not know that is what prevented 
negotiation, between our country and Mexico in the past? 

Mr. Wavaeu. You mean the fact that they wanted 

Senator ELLenper. The fact that American and Pan-American, | 
understand, maneuvered so that the whole agreement or all of the 
agreements between the Mexican Government and, let us say, Eastern 
Air Lines and Braniff and others would be handled in one package 

Mr. Wavau. I have no way of knowing that. 

Senator ELLenper. Let me ask you this: Did you know a M1: 
Oswald Ryan who tried to negotiate an agreement for Mexican per- 
mits in order to carry out the judgment of the CAB back in 1946 with 
a view of trying to negotiate air routes not only for Pan-American and 
American but also Braniff and the others that had been granted per- 
mits in 1946? 

Mr. Waven. Do I know him? 

Senator ELLenpsr. Do you know what he did about it? 

Mr. Wavau. I understand he was 1 member of a 3-man team who 
went down there at the time. 

Senator ELLEND£R. Do you know with what success they met? 

Mr. Waveau. Very little, | understand. 

45431—54—pt. 2——12 
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Senator ELLeNpeR. Do you know why? 

Mr. Waveun. No, I do not know why. I have heard reports both 
from the people on the CAB and people on the airlines, and there 
seems to be a conflict of decision there. 

Senator ELLenper. What do you mean, conflict of interest as to 
whom? 

Mr. Wavueu. Conflict of decision. 

Senator ELuenper. Mr. Ryan, as I understand, was pretty closely 
connected with Mr. Wilbur Morrison, vice president of Pan-American 
\irways, and I believe was taken to Mexico City in Mr. Morrison’s 
private plane. 

Mr. Wavan. I have no knowledge of that. 

Senator ELLENDER. You have no knowledge of that? 

Mr. Wavan. I do not believe I have ever met the man. Is he a 
member of the CAB at this time? 

Senator ELunenper. No, he wasn’t. I do not think he was. 

Do you know whether it is true that while Mr. Ryan was carrying 
on these negotiations in order to have routes established for all of 
these lines pursuant to the decision of the CAB in 1946 that Pan- 
American and the American Air Lines were secretly negotiating with 
the Mexican Government in order to have their own routes recognized? 

Mr. Wavau. No, sir, I do not know it. 

Senator E.LeENpDER. You do not know anything about that? 

Mr. Wavaa. Otber than historical information that has been given 
to me. 

Senator ELLenpeR. I see. I wonder if you would be good enough 
to look into that matter and provide a memorandum in addition to 
that you have already given us, because I would like to bave the 
whole history of this thing presented to the committee. 

Mr. Wavueu. Senator, | do not believe that I have any way of 
getting information as to whether or not when these negotiations 
were going on that any representatives of any airlines were secretly 
negotating with the Mexican Government, but we will do the best 
we can. 

Senator ELLeNpDER. You might find that in some of these reports. 

Mr. Waveu. The reports will all be available. 

Senator ELLENpER. Do you know Mr. George A. Brownell? 


BROWNELL REPORT 


Mr. Waueu. I have the Brownell report, which we will be delighted 
to file. 

Senator ELuenper. Is that confidential? 

Mr. Wavueu. Yes, sir, | understand it is. 

Senator ELunenperR. | wonder if you would kindly file that report 
with us. 

Mr. Waueu. The whole report? 

Senator ELLENDER. The whole report. 

Mr. Wauau. Gladly, sir. 

Senator ELLenper. Will you also file any report that was made 
by Mr. Ryan? 

Mr. Wavueu. If we can get it. I assume we can 

Senator ELLenpeER. In fact, any commission that dealt with that 
since 1946, just to give this committee the picture of how this was 
administered by the State Department. 
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Mr. Wavucu. Wait just a minute. I will be glad to get it, but | 
do not think it was administered entirely by the State Department. 
Here we have the Civil Aeronautics Board. 

Senator E.Lenper. | understand that, but I would like for the 
committee to know what part the State Department played. 

Mr. Wauan. | would be delighted to file the Brownell report. 
I have that in the vault. I have read that since I talked to you in 
the office. I will see if I can get the other reports for you. 

Senator ELLENDER. Since this Brownell report, you say, is con- 
fidential, | would not ask you to give us anything about it in detail, 
but you will je e it for the committee’ 

Mr. Wavuau, Gladly. 

Senator ELLeENprER, Is it not a fact that the Mexican Government 
did negotiate with Eastern Air Lines and they came to an agreement? 

Mr. Wavueu. | do not know, sir. 

Senator ELLENDER. You do not know that. Would you be able to 
find out if it has, and what position the State Department took, if 
there is anything to show it, in the files of the State Department? 

Mr. Wauau. Yes. 

Senator ELLENDER. Now, will you also produce, if there is anything 
in the files of the State Department, any showing that was made by 
the State Department in behalf of the American or Pan-American 
for the route between New York and Mexico City? 

Mr. Wauau. Yes, sit 

Senator ELLENDER. In other words, what I am anxious to try to show 
is this: Is there any connection between anyone of the State Depart- 
ment and Pan-American and American to see the extent to which there 
is any preference being shown to these concerns in contrast to any 
others. 

Mr. Wavuau. May I insert that if there is any preference being 
shown-—and I doubt very much if there is—I certainly would not 
countenance it if | knew anything about it. 

Senator Ei.LenpeR. I understand that. This thing, as you know, 
has been dragging now for 8 years, Mr. Chairman, and for some reason 
or another it is still pending. I am very hopeful, with Mr. Waugh 
coming in, that this matter can be attended to, and that an adequate 
airline route be established between New Orleans and Mexico City. 

Now are you able to tell us, if it is not confidential, what action, if 
any, has been taken in respect to the certificates that I referred to a 
while ago—those given in 1946 and canceled by President Truman 
before his term expired? 

Mr. Wavuau. That is covered in this memo. 

Senator ELLenDER. That is covered in the memo? 

Mr. Wauau. Yes, sir. 

Senator ELLENDER. | am not going to ask you to be specific. 

Mr. Chairman, I would like to ask a few other questions, but they 
will be more or less of a confidential nature, so I will have to wait. 

Senator FarGuson. Suppose you submit those questions in writing? 

Senator ELLENDER. That is what | was going to ask. I will read 
this confidential report that has been given to us, and also such other 
reports as will be made available. When all of this information -has 
been made available to me I will submit some more questions in writ- 
ing to the State Department, and those questions, with their answers, 
will be made a part of the record. 
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Mr. WaueGu. | would like to say, Senator, insofar as the Depart- 
ment of State is concerned, we are extremely anxious to negotiate a 
better arrangement than we now have with Mexico. On the more 
personal side, the newly appointed Assistant Secretary, Mr. Henry 
Holland, is gomg to New Orleans this week to talk before a group of 
businessmen in New Orleans, and over the weekend I read his paper 
and suggested to him this morning that he should obtain a complete 
briefing on the status of this situation with reference to the airlines 
between Mexico City and New Orleans, because undoubtedly the 
businessmen will bring it up. 

Senator ELLeNpDeR. As you know, New Orleans is the gateway to 
South and Central America, particularly Mexico. 

Mr. Wavueu. | know that. 

Senator ELLENDmeR. At any rate, the point is that this matter should 
not be permitted to drag, and I do hope that within a short period of 
time you will be able to do something about it. 

Mr. Wavuau. We are going to need some help from the President of 
the United States, and I hope we can get. it. 


INTERNATIONAL CARTELS 


Senator Frerauson. On this economic staff, Office of Economic 
Defense and Trade Policy, one of your staffs is a business practices 
and technology staff, and the justification states: 


The staff will continue efforts to eliminate harmful effects of restrictive business 
practices in international trade in order to protect American industry against 
discrimination by foreign cartels, to further encourage expanding and profitable 
international trade, to reduce restrictions that limit the availability of raw 
materials to the United States or the dollar earnings of foreign countries, and to 
assure that the fruits of intergovernmental cooperation in the field of trade are 
not neutralized by private restrictions. 


Then, under metals and minerals staff, you say: 


The heaviest increase in workload will arise from developing world surpluses 
in many minerals and the feeling of producing countries that American stockpile 
policies are responsible. The desire of many countries to obtain American 
cooperation in price stabilization through international agreement 


which would be, by the way, cartels 


or unilateral action will involve intensive work with other agencies and foreign 
governments in addition to representation of the United States at meetings of 
international study groups 

One appears to be an elimination of cartels, and the other to sponsor 
cartels. Can we not do away with one of these groups? Of course, I 
would rather do away with the one that is sponsoring cartels. 

Mr. Wavau. There is no sponsoring of cartels. Let me briefly trace 
for you the history of the tin agreement. 

Senator Fereuson. I have had experience with the State Depart- 
ment on this international conference, which was an unauthorized 
cartel. And I wish for the record you would get for me the people 
that were transferred out of that department and tell me where they 
are in Government, where they have been distributed to, because that 
was a cartel. Now this one seems to be sponsoring a cartel, as far as 
metals are concerned. 
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Mr. Wauau. On the tin agreement the present administration’s 
policy, Mr. Chairman, is against international commodity agreements. 
We made a complete study of the tin agreement in the International 
Study Group at Geneva. We asked to have represent the State 
Department, Mr. Dudley Figges, for 50 years president of American 
Can, and he went to Geneva to represent the United States. The 
study involved two parts, the part to be played by the producing 
countries and the part to be played by the consuming countries. In 
tin we are a consuming country 

This matter was studied at great length between the FOA, the 
Department of the Interior, the Treasury, the Budget and the State 
Department. It was decided that it was contrary to the policy of the 
present administration to enter into any international commodity 
agreements of this type. We called in all of the representatives of the 
producing countries. We told them very frankly that we were not 
going to enter into this agreement \t the same time we have a 
stockpile of tin. We had a 3-year contract on tin with Indonesia 
We have,a situation that involves a tin smelter at Texas City. We 
have the country of Bolivia that is almost entirely dependent in their 
economy on tin. The policy is well defined in the present administra- 
tion, and has been so stated to all of our countries with whom we deal, 
that we are not going into an international tin agreement. 

Senator Fercuson. In other words, we have changed the policy 
now and are opposed to international cartels in metals? 

Mr. Wavan. Yes, sir; and the same thing, I think will be followed 
without any question in rubber 

Senator Fercuson. Do you think that we are at such a place now 
in the artificial rubber that we do not have to bow down to inter- 
national cartels as far as rubber is concerned? 

Mr. Wavan. Yes. 

Senator Frrauson. I think that is as good news as we have had 

Mr. Wavuan. I think we are making progress. 


ACQUISITION OF BurILpDINGS ABROAD 


Senator Ferauson. We have one more item, the acquisition of 
buildings abroad. 

The House allowed $2,750,000, which is a reduction of $50,000 
below the estimate. I understand the Department is not appealing 
the House cut. 

The summary statements filed in support of this appropriation 
estimate will be placed in the record. 

(The material referred to follows:) 
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Summary of requirements, fiscal year 1955 


Appropriation, 1954, regular act 
Appropriation (adjusted), 1954! 
Add: Unobligated balance of prior 
Anticipated re bursements availabl 
Deduct: Estimated unobligated balance 
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acquired f ise of the diplomatic 
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in 1954? 


lable in 1955 
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1055 


$9, 544, 048 
2, OL, 156 
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1 


1953 actual 


$6 


500, 000 


6, 590, 000 
>, 266, 890 
2, 547, 780 

87, 766 
11, 402, 436 
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7,000 
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ral sources are derive 
and consular services (22 I 


$5, 128, 000 
932 


6, O60, GOO 
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or de 
crease 


$4 


000 2 059 


47 
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$3, 992, 000 


3, 992, 000 
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, 204 
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$3, 992, 000 
10, 875, 238 
27, 966 


2, 760, 000 


12, 535, 204 


1954 to 1955 


116, 048 
156 


5. 204 


TAD. O00 
500. oop 


2, 800, 000 


1955 estimate 


$2, 800, 000 


2, 800, 000 
2, 760, 000 
500, 000 


6, 060, 000 
6, 060, 000 


6, 060, 000 


of buildings and grounds 
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Obligations by obye cls 


Object classification 


Total number of permanent position 
Full time equivalent of all other position 
Average number of all employees 


Average salaries and grade 
Grades established by 
to general schedule g 
Average salary 
Aver we @gT ude 
ules established by the 
amended (22 | > as. @ 


Fore 


Foreign § 
ervice stall officer 
ilary 
grade 
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lary 
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A verage s 
A veragt 
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A veragt 
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Personal service 
Permanent posit 
Other positic 
Regular 
Pav r 

ibroad 
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yn 
pay in ¢ 


l t } 
nen IDO 


I'ra ortation 
Other contractual 
Supplies and ma 
Equipment 
Lands and str 


ucture 


Potal obligation 


Authorizations and appropriations for 


1953 


$167 


the 


u 


tual 


840) 


foreign buildings progra 


establishment of Foreiqn Buildings Commission) 


Authori 


Public 


law 


Cash 


$10, 000, 000 


145, 74th Cong. (approved June 15, 1935 
260, 74th Cong. (approved Aug. 12, 1935 l 
543, 75th Cong. (approved May 25, 1938 


300. 000 
325, 000 
5, 000, 000 


79th Cong. (approved Jul. 25, 1946 1A, 000, 000 


399, 82d Cong. (approved June 19, 1952 


207, 83d Cong. (approved Aug. 7, 1953) 


Total 
Unappropriated “balance of authoriaz- 
tions 


31, 625, 000 


| Estimate 


? No funds were appropriated in the regular appropriation act for fiscal year 1954 


Cong 


zation 


Credit 
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$110, 000, 000 


90, 000, 000 


200, 000, 000 


»priati 


$425, 000 
700. 000 
1. 390. 000 


1, 700, 000 


2, 000, 000 
1,16 
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, 000 


750, 000 
300, 000 
450, 000 
275, 000 
144, 000 
220, 000 
1, 000, 000 
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1, 500, 000 





432, 000 
17, 696, 000 


13, 929, 000 


for transfer that amount is shown as being appropriated in fiscal year 1054 
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$50, 000 
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OO, 
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OOO 
000 
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000 


, 000, 
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000 
000 
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, 310, 000 


78, 690, 000 


Public Law 207, 83d 
, approved transfer of not to exceed $5,348,000 from ‘‘Government in occupied areas’’ appropriation to 


“Acquisition of buildings abroad”’ for the German consular buildings program. Since $3,992,000 is scheduled 
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Reconciliation of authorizations to appropriation 


Cash Credits | Total 


Unappropriated auth i 52 | 
June 30, 105 $14, 361, 000 $81, 058, 000 $95, 419, 000 
t 432, 000 2. 368, 000 2, 800, 000 


4, 929. 000 78. 690, 000. | 92, 619, 000 


HT rIFICATION 


Foreign credit-currey availability 


As of June 30, 1953, the foreign credit and currency balance, including some of 

counterpart funds, amounted to approximately a half billion dollars. In 
capitalizing on the use of these credits this Government is effecting recurring 
annual savings in its office-rental and quarters-allowance appropriations, in 
addition to creating real-property assets which are constantly appreciating in 
value Che buildings program is effecting a substantial recovery on indebted- 
ness, Which in some cases may be the only tangible recovery. Despite the large 
credit holdings, the Department proposes their utilization for properties only on a 
businesslike basis and only where there is an actual need 


Needs and objectives 


here have been authorized to date $200 million for the utilization of foreign 
credits due this country through surplus property and lend-lease settlements 
Public Law 547, 79th Congress (approved July 25, 1946), authorized $110 million 
and Public Law 399, 82d Congress (approved June 19, 1952), authorized an 
additional $90 million and provided certain legislative improvements in the act 
of 1926, as amended 

lhe use of foreign credits does not involve the direct expenditure of any United 
States dollars and such expenditures abroad are made by the debtor nation or 
from local currencies held by this Government in foreign depositaries. Appro- 
priated funds are used to reimburse the Treasury as an offset of the dollar equiva- 
lent of foreign-currency credits used to effect a bookkeeping control transaction. 

The objectives of the Foreign Service buildings program are as follows: 

1. To provide representative, consolidated, and efficient office space for the 
Foreign Service and other agencies of the United States Government operating in 
ooperation with the Department of State, excepting where leasing arrangements 
‘an be secured on a more economic and satisfactory basis 

2. To assure maximum degree of security with minimum expense to the 


»vernmen 
3. To provide Government-owned, furnished residences for all ambassadors 
and for officers-in-charge of principal consular posts and for senior officers at the 
principal diplomatic ions, including the ranking attachés of the Defense 
1 partment an 1 other agencies 
1. To provide Government-owned, furnished living quarters for the American 
aff at posts where ious housing problems exist, such as health, security, 
ng-term housing s! ages, and where no practical alternative to Government 
‘an be found 
effect a maximum savings of dollar rentals and recovery of foreign credits 
»wed the United States Government where such recovery can be fully justified 
within t 


he above obi ctives 


Gove f vned office space and commercial rental value 


Minimum cur- 
rent annual 
commercial 
rental value 


Square footage 
as of July 
1, 1953 


Department of Stat 1, 155, 562 $2, 221, 801 
U. 8. Information Administration 260, 040 
Department of Defense 188, 853 


Foreign Operations Adn stration 93, 575 
Other agencies 06, 027 


Total ; , 704, 057 3, 633, 474 
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Office buildings now under construction and to be occupied during fiscal vear 
1954 will provide an additional 112,000 square feet 

Government-owned properties as of June 30, 1953, provided 1,794,057 square 
feet of office space, and residential housing for approximately 1,500 officers and 
employees, including attachés of other agencies, exclusive of the HICOG housing 
facilities at Bonn, Germany, which were financed from other funds These 
properties, by type, follow: 


Office buildings 129 
Embassy and legation residences 62 
Residential properties 679 
Apartment units 456 


innual gross savings 


The following table shows the overall recurring estimated annual gross savings 
as a result of Government ow nership of buildings abroad 


Office space—Department of State and other agencies $3, 633, 474 
Quarters-allowance savings, Department of State 1, 740, 012 
(Qluarters-allowance savings, other agencies 183, 343 


Total 5, 856, 829 


The above annual figure of $5,856,829 added to prior year savings since the 
credit utilization program began in 1947 reaches an approximate accumulative 
figure of $26 million, 

Nature of building program a d budget composition The following explanation 
applies to the 1954 and the 1955 programs 

Depending upon the size of the building project involved, the average time it 
takes to complete a project varies from 14% to 3 years. This fact poses a budgeting 
problem since funds are required to be on hand prior to commitments relating te 
the project. 

Consequently it is important to seek funds in orderly and self-contained phases 
of the time span of the building program consistent with fiscal vear budget 
requirements. r 

The basic three time-consuming but self-contained phases of a building project 
are site, design, and construction As a practical matter only 2 of the 3 can usually 
be accomplished or well started in 1 year: either (1) site and design or (2) design 
and construction. With few exceptions, this budget is prepared on such basi 

The effect of this approach is to obtain a more realistic estimate of funds to be 
obligated for any given year Moreover, on projects calling for site and design, it 

intended to limit design to preliminaries Aside from saving time, preliming 
design will firm up estimates for construction costs and will afford more relia 
information in reviewing requests for funds for construction. 


Summary of activities 


very possible effort has been, and is being, made to keep dollar ex] 
, minimum end requests for dollar projects are being deferred except 
real hardship conditions obtain In addition, FBO hes arranged in mar 
o procure construction materials abroad from foreign credit soures 
noneredit countries, thereby avoiding direct-dollar expenditure 
ursements are made only where sufficient foreign credits are 
The following tabulation shows projects underway on June 


planned from funds available in the 1954 fiseal vear and those 


and recurring operational costs Preceding the tabulation is ¢ vf he various 
abbreviations or codes used in connection with identifying p Classification, 


project classification, and the status of project classificatio 
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> 
v. 


l engineering fees 


Subtotal, undistributed by project 


Obligations scheduled in 1954 t 


Reserve for conting 
Grand total 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1325 


Haiti Port-au- 
Office building $250, 000 


Desc ption of present situation 

The Embassy offices are now located in leased space at a cost of $3,900 per 
annum, These quarters are crowded and in a poor state of repair. Unsuccessful 
efforts have been made to lease suitable space and this is the most pre ssing need 
in the ARA area. The Embassy is housed in a building that presents both 
security and fire risks. It is an old frame residence converted into office space. 
Filing cases serve as partitions and déorridors contain desks 


Recommended structure 
] mbass) office building. 
Justification 


(a) Security.-Conditions in the presently occupied building are definitely 
below standard, and the most glaring deficiencies are 

(1) The inadequacy of the space in the present building whereby American 
officers and employees, dealing with classified material, occupy common offices 
with local employees, and outside terraces and hallways are being used as office 
by secretaries to the Ambassador and first secretary. 

(2) The building is very vulnerable to surreptitious entry. 

(b) Ecenomic.—The present I:mbassy building necessitates constant repair 

(c) Representational Due to the crowded and unsightly conditions the 
presently occupied building is not satisfactory from a representational standpoint 

(d) Health.—Crowded conditions in addition to accident hazards make for 
poor health conditions of employees. 

(e) Morale.—An elimination of conditions stated in and (d) would do much 
to improve the morale at this post 


Utilization of foreign currency 

[t is proposed to implement the office building project through the utilization 
of credits from the war assets agreement with Haiti, plus utilization of credits in 
European countries for importation of construction materials 


Netherlands—The Haque 

Embassy office building $525, 000 
De scription of present situation 

United States Embassy offices at The Hague are now housed in the Esso Build- 
ing and in several other scattered locations. From the standpoint of the import- 
ance of our relation with the Netherlands this is an altogether inadequate situa- 
tion (iso, it entails a serious security problem as well as loss of efficiency 
Furthermore, the owners of the building have indicated a desire to terminate the 
lease for space which we occupy in the Esso Building as soon as possible. 


Recommended structure 


Embassy office building. 


J ustifination 

In order to provide consolidated office quarters which will eliminate the present 
security problem and provide for improved operating efficiency as well as meet 
our representational requirements, it is proposed to construct an office building 
which will be financed partly through an exchange of property with a value of 
$471,191 plus remaining cost of $525,000 on a site already owned by the Govern- 
ment The Netherlands Government has persistently sought the 66-acre park 
tract in the center of The Hague for publie use and this action solves a political 
problem and provides an opportunity to substantially finance a sorely needed 
adequate office building. The savings which will be effected will be especialls 
important as substantial increases in rental will! have to be met this year, parti- 
cularly in negotiation for new quarters 


Utilization of foreign currencies 

The financing of this project will be accomplished almost entirely through 
the use of Netherlands guilders. For special items of equipment not available 
in the Netherlands, it is planned to import the required material with British 
sterling or German deutschemark credits, in which currencies there are ample 
holdings. 
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India—New Delhi 


Embassy residence and staff housing : $600, 000 


De scription of present situation 

The American Ambassador to India is presently housed in a Government- 
owned residence located at 17 Ratendone Road, New Delhi. This residence is 
small and does not properly reflect the American Ambassador’s position in India 

In addition to other Government-owned properties, the Embassy has a large 
leasing program to provide housing for its personnel. The complete listing of the 
officially leased housings represent a considerable annual expenditure of public 
funds. Two examples are cited 

(1) The Taj, 36 Queensway, $16,489.20 per annum 

(2) Bharat Bank Building, No. 6 Ansari Road, $4,947.12 per annum. 


Recommended structures 


(1) Staff housing 
(2) Ambassador’s residence. 


Justification 

Despite the size and scope of the Embassy’s leasing program, it has been unable 
to provide sufficient quarters for the personnel assigned to New Delhi. In addi- 
tion to the searcity of housing at this post, available quarters are usually beyond 
the means of Embassy personnel. The scarcity of housing, which results in a 
seller’s market, is likely to continue for several years. 

To overcome this searcity of housing, the Department has been negotiating 
with the Indian Government over a 2-year period in an endeavor to acquire a 
building site which would permit the construction of quarters for staff personnel 
as well as a suitable location for a representative Embassy residence As a 
result of these endeavors the Indian Government agreed finally to accept the 
present Government-owned office in exchange for a 28-acre site in the best and 
newly developed residential area at New Delhi. In addition, the Indian Govern- 
ment agreed to permit the Embassy to have free use of the present Government- 
owned office building for a period of 3 years. This concession was obtained 
to permit the Department to undertake construction and complete the residence 
and the staff housing within the 3-year period. If unreasonable delay should 
ensue in the prosecution of this project and unless construction is commenced 
at the earliest possible moment, the Department conceivably would not be able 
to complete the building project within the time allotted for free use of the pres- 
ently owned Government office building. This would necessitate the paying 
of rent or possibly an expensive move to other quarters. In addition, the De- 
partment might appear to be acting in bad faith with the Indian Government 
in failing to act promptly after the concessions made. 

Furthermore, with the development of the diplomatic enclave the situation 
changes in several respects. For instance, our tenancy of the Taj compound 
is based solely upon our inability to provide other quarters for its 70-plus occu- 
pants. Consequently, with the acquisition of the diplomatic enclave site, the 
Government of India will insist upon our providing staff housing and vacating 
the Taj compound. This was one of the considerations upon which the Indian 
Government agreed to lease the Taj to the Embassy. 

It is realized that it is presently impractical to construct housing for all Embassy 
personnel in the diplomatic enclave. However, in view of the annual expenditure 
for rented quarters, the continued shortage of housing for our personnel, and the 
need to have key personnel located near the Embassy chancery, the proposed 
construction of staff housing and an Ambassador’s residence is adequately 
justified. 

The Government of India set aside that area of New Delhi known as the Dip- 
lomatic Enclave for the express purpose of creating a foreign diplomatic develop- 
ment of chanceries and residence. Our acceptance of the land in the enclave 
has thus committed us to implement a building program. 


Utilization of foreign currency 

This project can be financed by the use of Indian rupees which the Indian 
Government owes the United States under the agreement of May 16, 1946. 
There are ample rupee balances under this agreement and there is no shortage 
of currency for this project which would preclude its undertaking. 
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General repairs and maintenance, $900,000 


Present Government-owned properties abroad are valued in excess of $140 mil- 
lion. The attrition of time and widely varied climatic conditions make constant 
repair and maintenance mandatory for the preservation and continued full utiliza- 
tion of these properties. This item covers such normal routine repairs as roofing, 
painting, repairs to structures, grounds, roads and walls, utility distribution sys- 
tems, pumps, boilers, etc., on a worldwide basis The amount sought is based 
upon prior experience and the compilation of field requests curtailed to fit the 
new economy directives without impairing the Government's investment and 
representation, Although new properties are being added, the backlog of overdue 
maintenance has been largely overcome in the fiscal vear 1954 and this request 
reflects a decrease of $100,000 from that required last year to properly maintain 
the Government's investment, 


Initial residence and office furniture and furnishings, $70,500 


In the fiscal year 1955 it is planned to provide furniture and furnishings for 
residences, staff housing and office buildings whose construction was started in 
1954 and scheduled for completion in 1955 On the foregoing basis the cost of 
furniture and furnishings on a wholly new basis will approximate $320,000 but 
it is anticipated that about $250,000 of it can be provided from furniture already 
existing at the posts involved which are the projects shown in the 1954 program 
at Asuncion, Le Havre, Hong Kong, Surabaya, Fukuoka, Kobe, Nagoya, Sapporo, 
Manila, Accra, New Delhi, Beirut, and Tangier. 

Replacement and repair of household equipment, furniture and furnishings, $82,000 

Publie Law 399, 82d Congress (approved June 19, 1952) authorized replacement 
and repair of furnishings supplied under the Building's Act, to be included with 
other appropriation estimates under the Buildings Act rhis estimate is based 
on a factor of one-nalf of 1 percent of inventory value for repairs and 2.5 percent for 
replacement, rather than the considered normal replacement cost of 5 percent, due 
to the fact that much of the inventory is not over 5 years old and replacement costs 
will be less during the next few vears. On an inventory of $8 million in use at 
residences, the total requirement is calculated to be $240,000 but the excess of thi 
amount over the $82,000 requested is scheduled to be met from undistributed 
inventories and items ordered prior to 1955 


Export items, $50,000 


In supporting foreign credit projects there are certain items of equipment and 
PI pro] | 
materials not available abroad at requisite cost and must be exported from the 
United States. The Department makes every effort to obtain needed materials 
from foreicn credit sources wherever possible and materials and equipment are 
purchased in the United States only when not otherwise obtainable and economical, 
The amount requested herein is predicated on accumulated experience on the 
| | 


volume of foreign construction projected in this budget 


Architectural and engineering fees, $150,000 


This amount is provided for the employment of outstanding American and for- 
eign architect and engineering firms for the design, and supervision of 1955 projects 


Personal services, $260,000 

This estimate provides for 21 American and 38 local employees who will be 
engaged in the technical phases of the program. ‘These personnel will be engaged 
in design work, supervision of construction projects, inspection and technical 
direction of the care and preservation of our facilities abroad. Personnel who 
provide services of an administrative rather than technical nature will continue 
to be budgeted for under the “Salaries and expenses’’ appropriation. 


Travel, $30,000 

Key men of the Washington technical staff must make at least one major field 
trip each year through their areas of responsibility in order to do an effective job. 
The duties of field men are regional in character and extensive travel is inherent 
in the job. 


Defense attaché housing, $32,500 

By Public Law 399, effective June 19, 1952, the Congress granted the Depart- 
ment authority to use $90 million in foreign credits for the purpose of the Buildings 
Act. In the $90 million authorization request, the Department represented that 
it would acquire or construct 32 houses for defense attachés over the 10-year 





1328 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


program. The request of $32,500 will provide for one additional house toward 
this objective. 


Reserve for contingencies, emergencies and unscheduled work, $350,000 


This item is intended to serve as a reserve for contingencies, extraordinary 
repairs, emergencies, and essential unforeseen projects. 


ACQUISITION OF BurLpINGs ABROAD 


STATEMENTS OF NELSON A. KENWORTHY, CONSULTANT, FOR- 
EIGN BUILDINGS OPERATIONS, AND EDWARD J. KERRIGAN, 
DEPUTY DIRECTOR FOR OPERATIONS, FOREIGN BUILDINGS 
OPERATIONS 


HOUSE LANGUAGE 


Senator Fercuson. Mr. Kenworthy, will you give us a_ brief 
justification for this item, and also explain to the committee the effect 
on the program of the House language in the bill which states, following 
the allowance of $2,750,000: 


of which not less than $2,400,000 shall be used to purchase foreign currencies or 
credits owed to or owned by the Treasury of the United States * * * 


Mr. Kenworruy. Yes, sir. I have a statement here. 

Senator Fercuson. Will you file that for the record and give us a 
summary of it? 

(The statement referred to follows: 

Nelson Atlee Kenworthy, Knollwood Lane, Colonia, N. J., consultant. 

Born Plainfield, N. J., 1901. Graduate civil engineer, 1922. Princeton Univer- 
sity Licensed professional engineer, registered: New York, New Jersey. Lieu- 
tenant colonel, United States Marine Corps Reserve. 

General: 1922-54, construction, design, operation, maintenance and manage- 
ment of buildings and improved property. 1922-28, Field engineering and super- 
vision of building construction; firms, Dwight P. Robinson Co. of New York; 
Fred T. Ley Co. of New York; the Austin Co. of Cleveland; Rheinstein Construc- 
tion Co. of New York 1928-32, Restoration work, Williamsburg, Va., firm; 
Todd & Brown, Inc 1932-42, construction, operation, maintenance, manage- 
ment, Rockefeller Center, Inc., New York; firm, Todd & Brown, Inc. 1942-45, 
United States Marine Corps. Collateral duties included planning air station and 
air base facilities 1945-54, consultant, design, construction, operation, main- 
tenance, and management of buildings; firms, Todd & Brown, Inc., of New York; 
Todd Associates, Inc., of New York. 

Edward J. Kerrigan, Deputy Director for Operations, F BO. 

sorn, Chicago, Ill, 1909. Graduate, Northwestern University, business 
aiministration, 1932 

Experience: 1928-36, Chicago Tribune, circulation and business manager’s 
offices. 1936-46, Press Wireless, Inc., tariff manager, controller, rate specialist, 
vice president 1946-54, State Department, Director, Foreign Relay Bases, 
Deputy Director, FBO. 


STATEMENT OF NELSON A. KENWORTHY, CONSULTANT, ON THE FOREIGN BuILD- 
INGS OpgeRaATIONS 1955 Bupcser Request 


Apart from maintenance funds of $900,000 ,the FBO budget for 1955 provides 
for construction of only 3 new building projects. Limitation to construction 
of three new buildings is due to budgetary restrictions imposed by the Presidential 
economy program and is not because all necessary or urgent requirements have 
been provided for, a fact which was observed by Members cf the Congress on 
inspection trips in the last recess. Press reports and inauiries also indicated that 
Members of the Congress considered certain properties to be extravagant, ineffi- 
cient, or surplus (ction has been initiated for disposal of some of these prop- 
erties, notably Villa Ruspoli in Rome and the Zorghvliet property in The Hague 
An active program has been initiated for the disposal of all other properties 
ietermined to be extravagant, inefficient, or surplus to foreseeable needs. The 
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disposal of these properties will be subject to acceptable forms of payment, i. e., 
tangible assets will not be exchanged for additional currency credits where bal- 
ances are already excessive. 
To administer and execute this program, the following revisions in policies and 
practices have been initiated: 
l De sign policy 
a) The advice and assistance of a small advisory committee of outstanding 
architects to insure that the design of foreign buildings shall be preeminent not 
only with respect to esthetics but also with respect to practical criteria such as 
economy in construction and maintenance, and skillful planning of space utiliza- 
tion to meet the working requirements of the people who will be using the build- 
ings, and design appropriate to the special region and culture of which the building 
isJto be a part, 
(b) The employment of able and distinguished American architects to the 
maximum practical extent in the preparation and development of plans. 
(c) Adherence to accepted American practice and requirements for safety, 
health, light, heat, and working conditions. 
(d@) Centralized control and review of design to insure proper coordination 
infaccordance with policies and standards. 


2) Construction 


(a) Standardization of contract procedures and documents consistent with 
overall Government practices, modified for foreign use. 

(b) American supervision and inspection. 

(c) Bilingual specifications to facilitate proper review, check, and control. 
Property management 

The approximate cost of the owned properties is as follows: 
Offices Searels 5 me cel sawidchanwoe OO TeuCeee 
Residential properties 58, 968, 000 
Unimproved sites 7, 658, 000 


Total. az gates & ; okie pip edwanwen 2A; BRO/000 
Maintenance funds for. - : i .-. 91, 208, 000 


Two major considerations in the management of these properties are: 

(1) Maintenance, and 

(2) Elimination of unsuitable properties. 

During the current year procedures have been established for the first time for 
annual distribution of funds specifically earmarked for maintenance and upkeep 
on an item-by-item basis for all active posts. Plans provide for supplementing 
this with additional technical advice to insure proper operation and maintenance, 
particularly of the large, new properties such as Rio, Habana, Madrid, Copen- 
hagen, and Stockholm, where mechanical and electrical equipment is somewhat 
more complex than in small older properties. 

In conclusion, administrative practices are being revised to provide better co- 
ordination between field and office and to give better control over management 
and maintenance of old properties and better control over the design, construc- 
tion, progress, and cost of new projects. 


EFFECT OF LANGUAGE 


Mr. Kenworrny. On the $50,000 there is no 

Senator Frre@uson. I know there is no appeal. 

Mr. Kenwortny. No. 

Senator Feravson. What is the effect of this language? 

Mr. Kenwortny. There is no serious effect on that. 

Senator Fereuson. No serious effect? 

Mr. Kenwortuy. No, sir. 

Senator Ferauson. Are all of the expenses on the building opera- 
tions covered by this appropriation? 

Mr. Kenwortuy. No, sir. There is also a salaries and expense 
item which is another source. 


45431—54—pt. 2 
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Senator Fercuson. Would it not improve the financing and control 
if it was all in this one item? 

Mr. Kenworrny. | would think so, sir, yes. 

Senator Fereuson. Why don’t you put it in this one item? 

Mr. Kenworrny. It has not been done that way before, but I 
think an effort should be made. 

Senator Ferauson. When you are acquiring this property they 
say $2,400,000. That only leaves you $350,000 which is really outside 
free money, is it not? 

Mr. Kenworrny. Yes, sir; hard dollars. 

Senator Ferguson. Do you think you can get along with those 
hard dollars and not need any more? 

Mr. Kenwortny. I think it is somewhat of a handicap, sir. 

Senator Fercuson. But you can get along with it? 

Mr. Kenworrny. I think we can get along with this program. 

Senator Fercuson. What is being done to dispose of sites or prop- 
erties in countries where it is known they are surplus to needs or 
inefficient to further operate or too costly for upkeep? 

Mr. Kenwortuy. That is covered in the statement, sir, but in a 
word we have set up a systematic program for the disposal of all 
properties which are surplus to foreseeable needs or inefficient and the 
disposal of those properties is subject to receiving a satisfactory form 
of payment. Each case will be examined by itself. 


EXCHANGE OF SURPLUS PROPERTIES 


Senator Fercuson. Well, in some of these countries do you not 
think you could make an exchange? 

Mr. Kenwortny. In some cases we are trying. In the case of two 
villas in Nice, one of which was considered larger than the needs, we 
are trying two things with that, one, a dollar sale, and the other is a 
trade. There is also another villa there which we are trying to dispose 
of for more suitable property, possibly two properties in exchange for 
that, something-more modest and suitable. 

Senator Ferauson. Mr. Wilber, could you not give us some lan- 
guage that would consolidate these accounts? 

Mr. Wiser. I would be glad to do that, Mr. Chairman. 

(The proposed language referred to follows:) 


ACQUISITION OF BuILDINGS ABROAD 
LANGUAGE AMENDMENTS SUGGESTED BY DEPARTMENT 


On page 5, line 7, insert before the amount, the following: “including personal 
services in the United States and abroad; salaries, expenses and allowances of 
personnel and dependents as authorized by the Foreign Service Act of 1946, as 
amended (22 U.S. C. 801-1158) ; expenses of attendance at meetings concerned with 
activities provided for under this appropriation; and services as authorized by 
section 15 of the Act of August 2, 1946 (5 U.S. C. 55a).” 


JUSTIFICATION 


The purpose of the amendment is to enable the Department to finance all 
operations of the Office of Foreign Buildings out of one appropriation, namely 
“Acquisition of buildings abroad,” instead of two appropriations, ‘‘Acquisition of 
buildings abroad” and “Salaries and expenses, Department of State.” 

On page 5, line 8, strike “$2,400,000” and insert in lieu thereof ‘‘$2,000,000”’. 
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JUSTIFICATION 


This amendment ties in with the language amendment requested and makes 
available $400,000 in cash as opposed to utilization of foreign currency. The 
additional cash is required to meet cash expenditures estimated for in 1955 under 
the salaries and expenses estimate. 


Senator Frereuson. See what you can do on that 
ESTIMATED VALUE OF PROPERTIES AND SITES 


Would you file for the record a statement on the overall estimated 
value of your properties and sites in the various countries? Do you 
have that? 

Mr. Kenwortuy. Yes, Mr. Chairman. 

(The statement referred to follows:) 


The overall cost of these properties and sites is $116,959,977. 
BREAKDOWN OF HOUSE ALLOWANCE 


Senator FrerGuson. And also will you give to the committee by 
line items a breakdown of the House allowance of $2,750,000 with 
an indication on each item as to whether cash dollars or foreign credits 
are to be used? 

Mr. Kenwortnuy. Yes, sir. 

(The information referred to follows:) 


The House allowance of $2,750,000 is itemized below by purpose and type 
of currency: 


Purpose ‘red Dollars Total 


Office building 
Haiti, Port-au-Prince $250, 000 
India, New Delhi 600, 000 
Netherlands, The Hague 525, 000 

Repairs, furnishings, architects, staff, travel, et 625, 000 $750, 000 


Total 2. 000, 000 1 750, 000 


Represents an increase of $318,000 over the $432,000 previously re quested in or ler to provide for personal 


services in accordance with the proposal to finance the entire FBO organization with this appropriation 


AVAILABILITY OF FOREIGN CREDITS 


Mr. Wiiser. Mr. Chairman, I would like, with your permission, 
to also insert in the record a complete statement of the availability 
of all foreign credits by country throughout the world that has been 
the normal part of the record. 

Senator Fercuson. You may file that. 

Mr. Wivzer. Thank you, sir. 

(The statement referred to follows:) 


FOREIGN CURRENCY AND CREpIT AVAILABILITIES 


The first two statements following present data, not heretofore available, are 
on the estimated receipts and disbursements in foreign exchange for the United 
States Government as a whole 

These statements were prepared by the Treasury Department pursuant: to 
its responsibilities under Executive Order No. 10488, dated September 23, 1953. 
They set forth cash collections and cash disbursements in foreign exchange 
during the current and next fiscal vears, as estimated by departments and agencie 
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anticipating such transactions. They include receipts derived from credit 
agreements only to the extent that cash drawings under these agreements are 
planned and exclude balances of credits which may be available in subsequent 
vears. 

The remaining eight statements under the heading “Annual Statements on 
Foreign Credits and Currencies’’ deal specifically with foreign exchange which 
may be drawn under the provisions of the various credit agreements, and include 
cash holdings only to the extent of (a) balances held in Treasury accounts on 
June 30, 1953, and (b) estimated cash collections in foreign exchange by the 
Department of State alone 


e 
Zz 
a 
= 
& 
= 
< 
a 
=) 
~ 
_ 
~ 
=x 
=) 
DQ 
< 
a 
= 
e 
D 
2 
& 
< 
& 
LR 
= 
= 
og 
~ 
_ 
Zz 
— 





os 
— 
> 
w® 
c 
_— 
om 
Z 
° 
_— 
b 
J 
& 
Q 
© 
a 
a 
<_ 


RCE 


> 
4 


STICK, AND COMME 


J 


SPATE, Jt 


16 “210 ‘I— ES ‘TES * ( be9 * 
r16 * BLL ‘GS : ‘ ¢ LLE 'S6I 
PRT ‘ 7 0E ‘Ee ’ TS9 ‘E89 ‘1 
618 “69g ‘OER * ( OZ * ; "6 SIT £10 
, Lit 000 ‘09 
66F * 99T * Siz ‘ees 
F009 ‘f 61g E 529 ‘669 ‘Z 
92 
S96 ; ; OLT * 
PSI a ‘e 006 
8Z8 SEF ‘OZE 800 ‘0z¢e 000 “OCT 9lZ ‘Ft 
Lig 999 ‘TST £01 
SF * 000 ‘OCT 
ZOI “Lee 002 ‘% 
‘9 Pos “89 
t ‘TS 
OLZ “980 ‘¢ ; ‘bz £86 * BT ¥99 ‘ZLL £F0 “£00 ‘+ 
OZ *T 


LOT ‘6Z 
000 


S91 “L1z ‘9 $06 “910 ‘eT 
OTS “620 ‘$ 000 


800 ‘I 
bel “E 


@8I ‘tz 
868 ‘I9 


ERE “FRI 
OIL ‘T 


6ZE “Fs 


SUOIIESITQO 
j f6I ‘oe | 104 JOLId 
j « 
eae | HO Is ae 
| #961 ‘or e (9}0 “1 Ang 4am -£ed 104 
| »Sauesmne | PUNL-Ko6T “sozseyo “SBALL 0} 
PARILNSayY | I ‘00q $9781) eee | 
| 


+96 | ae 
am e-tost| Tat oe. 


q ae at -ualNd pe 
USA’ sox -~lIjsarun 


¢ F961 ‘Og 
suns E061 
‘T “00q 


-W9.1INd JaA0 | JO coueyeg |S?UeUreIIND Qepeae sjuem “UIJ9l GUA z AInsvo1y, 07 yuow 
S}usuIeImM b a1 AQuNZy 18103 JoN -isn{py “SING UIFAI YNOYIT AA 


“01 JO ssuoxg | POBIUNS| 
| ay ranean nds eo 


Sejouese Aq asp 


[queyeaynbe IOP sayeig PTD UT peyeig) 


YEG spvahi jvoa8yf ‘fizgunoo fiq , yu uLasinbas pup Ajurqopvan NIUILINI UB1 aL0f p 7DULIIS Gy 


000 ‘O19 
208 ‘Rz¢ 


ce 
LISI 
000 “0ST 


Z9R8 ‘6 
OOT ‘Ts 
EVE “000 ‘c 
O@1'T 
00S ‘8 
06E 


SUOI)IEI[OD SJOjJSURL 


LNGWLUVagq ANOSVaNy SALVLE aG@.LIn l 


d ‘aqey JO pus 8 $9}0U}00) dS 


‘SUZ “I 
SE 
128 ‘ 
‘Aro 
? 
‘oRZ 


c * 


aa3 % 


10€ “PL 


000 ‘TZ 
PZT ‘ARz 
ORS “SEC 
£16 ‘LIg 
EE ‘> 

OFF ‘LL6 
69T ‘6IR ‘eT 


r 
26) 


E961 ‘T 
Ame pury 
uO souRTEg 


I INAWNSLY Le 


Bjseuopu] 
vuyTyoopuy] 
erpuy 

puey xO] 

Aaesun yy 

su0y asu0y 
809014) 

seq ‘ IBULIOs) 
80.4 ‘Auvunsas) 
aouRly 

~ BSOULIO J 
purury 
eidorya gy 
1dABy 
Jopensg 
w1gndey UBT UTMIOG 
"” 428urueg 
snadaé 9 
~"Bqng 
BIQUIO}OD 
eyo 

uojs£ag 

euLing 

[zeag 

BLATIOg 
UInajog 
euisny 


4nunoy 





RCE APPROPRIATIONS 


” 
4 


_ 
= 
A 
oO 
a 
Zz 
< 


JUSTICE 


34 sTATE 


« 
e 


] 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1335 





1336 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


STATEMENT I].— Estimated foreign currency availabilities and requirements by 
country, fiscal year 19565 ' 


[Stated in United States dollar equivalent] 


mated 
Balance . Re a Agency balance of Excess of 
oO ard Total stricted Seen unre- requirements 
July 1, t ivailable cur- —. stricted over currencies 
1954 rencies 2 ments currencies iwailable 
June 30, 
1955 


WSL 


(5 (6) 


fiscal year I 


Australia $526, 400 $526, 400 $1, 180, 200 : — $653, 800 
Austria 663) 1, 600, 000; 10, 759, 663 3, 888, 000 $6, 871, 663 ___ ii 
Belgium 534, 329 347, 000 881, 329) $534, 329 3, 890, 908 oo —3, 543, 908 
Bolivia t , ae — 58, 677 
Brazil 710 , 710 1, 710 1, 256, 439! ; —1, 256, 439 
Burma ‘ 383 244, 000 28, 383 184, 383 870, 573 —626, 573 
Ceylon... 435, 168) _. —435, 168 
Chile 1, 398 , 398 61, 398 428, 505 —428, 505 
Columbia & 8 8 458, 031) _. — 458, 031 
Cuba 673, 800 — 673, 800 
Cyprus 399, 000 — 399, 000 
Denmark 3, . 3, 124, 570 2, 120, 949) 1,115, 321 9 
Dominican Republic j ' 6, 100 197, 500) —197, 500 
Ecuador st 258, 092) .| — 258, 092 
Egypt | 509, 716 ; —1, 509, 716 
Ethiopia | 9, 112, 562 —9, 112, 562 
Finland i 660 , 016, 906 —653, 246 
Formosa 326, 439| 326, 439 742, 127 —742, 127 
France 3, 685, . 3, 079| 3,685,079) 169, 386, 692 ; |} —159, 186, 602 
Germany | 

West ‘ : y 5,127,919) 885,062) 55, 074, 708) _- —50, 831, 851 

East , 425 , 426 eth Gxtie | 1, 426)... 


Greece 9, , . k , 715 -| , 643, 165) 10, 124, 550 
Hong Kong_-.-.-- & } , 097, 167) _- | 
Hungary.......- 24, 2, 206, 951 162, 750 44, 201 wens 
Iceland ; 2, 518, O85 — 2, 518, O85 
India ‘ ‘ . 103, 197 a —4, 103, 197 
Indochina 38% 821, 382 875, 600 ‘ —875, 600 
Indonesia . b > 4 603, 197 914, 139 ‘ —213, 212 
[rar 492, 408 —1, 492, 408 
Iraq 671, 199 4 —671, 199 
Ireland 3, 263, 285 3, 263, 285 
Israel ; } 286, 828 — 286, 828 
Italy . 10, 400, 832, 738 —4, 432, 738 
Japan 156, 849, 56, 702, 235 — 574, 853, 234 
Jordan i 162, 198 — 156, 049 
Kenya 138, 000 — 138, 000 
Korea fi 660, 829 59, 160, 829 
Lebanon 791, 861 —791, 861 
Libya 5, 816, 518 — 5, 816, 
Mexico ; . 930, 323 411, 947 
Netherlands ¥, 536 , 11, 348 2, 138, 949) 7; 840, 175 
New Zealand ‘ 324, 559 
Nicaragua , 33, 205, 857 
Norway . 37 . 2, 152, 068 388, 410 190, 892 
Pakistan 536, 091 
Peru. 5 65, 194 336, 549 
Philippines i , 96, 343 27, 541, 313 
Poland qd 162, 680 
Portugal , 2K¢ . 84, 289 738, 589) 
Union of South Af- | 

rica 544, 925 
Singapore , , 812 11, 812 
Spain ' > 5 . 5, 841, 779, 456) 5,061, 810 
Sweden 908, 506)... ..-- 
Switzerland , 739, § , 739, 972 720, 888 19, 084 
Syria 365, 559 
Thailand. 97, 820 486, 486 584, 306 97, 8% 2, 129, 512 
Turkey 72,066 4,700,000 , 872, 066 , 247, 778 
United Kingdom 9,913 12,253,600 12, 533, 513 98, 027, 348 
Uruguay 315, 083 
Yugoslavia 5,454,786 4,300,000 19, 754, 786 738, 623/19, 016, 163 


—1, 097, 167 


» ! 
stimated foreign currency availability and requirements, by agency and program, 


us 


-f 


SrTavTEMENT III. 


Grand total 4, , 833 220, 346, 468 284, 759, 301 10, 137, 204 1, 287, 171, 753) 50, 709, 044 —1, 063, 258, 700 


The figures for fiscal year 1955 exclude availabilities and requirements with respect to the Mutual Se- 
curity Program, for which legislation has not been enacted. See footnote 1 of the related statement for fiscal 
year 1954 for other exclusions 

? Represents foreign currencies the use of which is restricted for particular purposes by executive agre+ 
ments with foreign governments or because agreements have not been reached regarding the sale of suct 
currencies 

Excludes currencies which must be obtained from specified sources other than the Treasury Departmen! 


Source: U, 8, Treasury Department, Bureau of Accounts. 
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ANNUAL STATEMENTS ON FOREIGN CREDITS AND CURRENCIES 


The following statements have been prepared: 
l. Availability and utilization of foreign credits and currencies, cumula 
tive through June 30, 1953. 
2. Source of foreign credits and currencies available through June 30, 
19 
3. Foreign credit and currency utilization (by the Department of State 
through June 30, 1953, by program 
1. Outstanding balances available in foreign currencies on June 30, 1953 
5. Analysis of outstanding balances in foreign exchange as of June 30, 
1953. 

6. Financial plan for the utilization of foreign credits and currencies, 
owed to or owned by the United States Treasury, during the fiscal year 
ending June 30, 1954. 

7. Financial plan for the utilization of foreign credits and currencies, 
owed to or owned by the United States [reasury, during the fiscalyear end- 
ing June 30, 1955. 

8. Analysis of foreign credits owed to the United States, balances esti 
mated as of June 30, 1955 

Amounts are stated in thousands of United States dollars. Having been 
rounded to the nearest thousand, they will not necessarily add to totals similarly 
rounded: 

Kinds of currency have been identified by the name of the countfy concerned, 
arranged alphabetically in five groups: 

1. American Republics 

2. Europe (except the United Kingdom) 

3. British Commouwealth and Empire 

1. Africa, Near and Middle East 

5. Far East 

As in past reports, colonial possessions and dependencies have been consolidated 
with the parent country, regardless of geographic location. Thus, the linear 
caption ‘“‘United Kingdom and Possessions” includes Hong Kong, Aden, British 
West Indies, and British Honduras as well as all other components of the British 
Commonwealth and Empire except Australia, Canada, New Zealand, and South 
\frica and the external territories which may be administered by these four mem 
bers of the Commonwealth. The unit on which consolidation is based is the 
United States Foreign Service post rendering accounting reports to the Office of 
Finance; in some cases (viz. Eritrea, Okinawa, Palestine, Trieste) further detail 
has been shown on the statements of cumulative availability and past utilization 

Credits are denominated in United States dollars in accordance with the pro 
visions of the related credit agreements, and fluctuating exchange rates have no 
effect on these dollar values. In those cases in which one exchange rate must 
be used in crediting local currency drawings, but sale of the proceeds by the 
United States Treasury is at a better rate, the full United States dollar value of 
the indebtedness will not be realized when the local currency is purchased with 
appropriated funds. As the projected requirements set forth on the financial 
plans for 1954 and 1955 are based on amounts expected to be paid to the United 
States Treasury, the balances projected for Hungary and Poland are overstated, 
eing distorted by the effect of the use of the two separate rates 

Cash balances are carried at the dollar value attributed to them by the United 
States Treasury where such a valuation was available, and fluctuations in exchange 
rates may affect the value of such currencies included in the statements 

Set forth below are explanations of the data appearing under the various 
columnar captions: 


1. Availability and utilization of foreign credits and curren cumulative through 
June 830, 1953 


(a) ‘Total available’ represents: (a) The full United States dollar amount 
which may be drawn in foreign exchange as set forth in the applicable credit 
agreements, even though economic or political factors preclude current drawings, 
or provisions in the credit agreements limit the amount which may be drawn each 
vear or the purposes for which drawings may be used; (b) the United States dollar 
value attributed by the United States Treasury to foreign exchange acquired 
from other sources and transferred to the Treasury for disposition; and (c) the 
estimated value of reparations allocations not yet realized by June 30, 1953. 
These amounts may be decreased by (a) liquidation of outstanding indebtedness 
by payment in United States dollars, (6) liquidation of outstanding balances under 
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credit agreements by any means other than payment or transfer of property, and 
(c) falling rates of exchange on United Sates Treasury cash balances in foreign 
exchange derived from sources other than credit agreements. Likewise, these 
amounts may be increased by (a) additional amounts deposited into United States 
Treasury accounts by collecting agencies, (b) additional foreign exchange options 
under credit agreements, (c) acceptance of payment of accrued interest in foreign 
exchange, and (d) rising rates of exchange on cash balances held. Sources of 
available funds are set forth in the statement described in section 2, below 

b) “Amounts utilized by the Department of State’? represents the United 
States dollar value of foreign exchange transferred by the United States Treasury 
to disbursing accounts of Foreign Service disbursing officers, at the rate of exchange 
at which such transfers were made. These amounts may have been disbursed 
against charges to appropriations of the Department of State or any agency for 
which the Department makes disbursement abroad, or may have been disbursed 
pursuant to congressional authority to utilize exchange without charge to appro 
priations (i. e., educational exchange program), or may remain undisbursed, in 
part, in the cash-disbursing balance As these amounts represent completed 
transactions, current fluctuations in exchange rates do not affect the dollar values 
shown. Amounts utilized by the Department of State are set forth by program 
in the statement described in section 3, below 

“Sales to other agencies and exchange fluctuations” includes (a) transfers 
by the United States Treasury to accounts of disbursing officers other than those 
of the Foreign Service, (b) gains and losses due to revaluation of exchange by the 
United States Treasury, (c) any other adjustments necessary to arrive at the 
United States dollar value of balances shown as of June 30, 1953. This column 
is a computed adjustment and is not supported by documentation, as the Departr 
ment is not involved in the transactions concerned. 

d) “Balance as of June 30, 1953” represents (a) the United States dolla- 
amount of credits as of June 30, 19538, which may be collected in foreign exchange 
in accordance with the provisions of international settlement agreements, as set 
forth in the accounting records of the United States Treasury, the Department of 
State, or the General Services Administration, (b) the United States dollar value 
attributed by the United States Treasury to foreign exchange balances held as 
of June 30, 1953, (c) the estimated value of reparations allocations not yet realized, 
as of June 30, 1953, and (d) in the case of Liberia, the balance derived from prop- 
erty disposal which is held in a special account at the Bank of Monrovia for pur- 
poses of the foreign building program. It excludes foreign exchange held by 
disbursing officers abroad in their disbursing accounts. These balances are 
analyzed in the statements described in sections 4 and 5 below. 


> 


2. Source of foreign credits and currencies available through June 30, 1953 


This statement analyzes as to source the amounts set forth in the ‘Total 
available’ column of the statement of ‘Availability and utilization of foreign 
credits and currencies, cumulative through June 30, 1953” (par. 1 (a) above). 

a) “Surplus property” includes the United States dollar amount of (a) sales 
of surplus property for cash or on open account in cases in which payment was 
accepted in foreign exchange and transferred to the United States Treasury for 
disposition or held by the Department of State for disbursement; (b) that portion 
of the sales of surplus property under credit agreements negotiated by the Office 
of the Foreign Liquidation Commissioner or the Department of State which may 
be liquidated by paying foreign exchange, transferring property, or furnishing 
services under the terms of the agreement; (c) that portion of mutual-aid settle- 
ments which may be liquidated by paying foreign exchange, transferring property, 
or furnishing services under the terms of mutual-aid settlement agreements; (d) 
any interest payments on the above categories of indetedness which has been 
accepted in foreign exchange; and (e) past due interest of Ecuador, Iran, Peru, 
and China 

(b) ‘‘Lend-lease”’ includes the United States dollar amount of that portion of 
purely lend-lease settlement agreements which may be liquidated by paying 
foreign exchange, transferring property, or furnishing services under the terms of 
the settlement agreements, and any interest payments on such indebtedness 
which has been accepted in foreign exchange. 

c) “War assets’? includes the United States dollar amount reported to the 
Department of State by the General Services Administration of indebtedness 
under credit agreements covering the disposal of assets by the War Assets Admin- 
istration, which indebtedness may be liquidated by paying foreign exchange, 
transferring property, or furnishing services under the terms of the agreements; 
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plus any accrued unpaid interest, and interest payments which may have been 
accepted in foreign exchange. 

(d) ‘‘Economic aid counterpart’’ represents that portion of counterpart foreign 
exchange generated by the foreign economic aid program which has been declared 
surplus to their needs by ECA and successor agencies and had been transferred 
to the United States Treasury for disposition prior to July 1, 1953. It excludes 
counterpart and contributed currencies utilized in executing the foreign aid 
program, and the balances held on June 30, 1953 by agencies other than the 
United States Treasury. 

(e) “Reparations allocations” includes the United States dollar value attributed 
by the United States Treasury to foreign exchange allocated to the United States 
by the IARA and transferred to the United States Treasury by June 30, 1953, 
plus the estimated value of allocations expected to be made 

(f) “Other” includes all sources other than those specified above, such as 
information media guaranty funds (Germany, Israel), GAO contract settlements 
Canada), miscellaneous cash collections in foreign exchange transferred to the 
United States Treasury for disposition, and foreign exchange otherwise acquired 
by the United States Treasury and available for disposition. 

)) ‘Transfers and exchange’’ represent adjustments due to (a) conversion 
from one kind of currency into another, and (b) payment in the currency of one 
country for goods, property, or services to be used in another country. These 
offset each other on a worldwide basis 


Foreiqn credit and currency utilization through June 80, 1953 


This statement analyzes as to program the amounts set forth in the column 
headed ‘“‘Amounts utilized by the Department of State’’ of the statement of 

Availability and utilization of foreign credits and currencies, cumulative through 
June 30, 1953” (par. 1 (b) above It should be noted that this statement does 
not include consular fees and other miscellaneous receipts in foreign exchange 
which have been utilized by disbursing officers of the Department in addition to 
the amounts reflected in the statement. 

a) “Foreign building program’ includes not only foreign exchange disbursed 
against charges to the appropriation for acquisition of buildings abroad, but also 
property acquired under the certification process, with charge against the same 
appropriation and credit to the indebtedness of the country concerned. 

b) “Educational exchange program’ represents amounts paid to foundations 
to finance approved exchange programs authorized by Public Law 584. These 
payments have been made without charge to dollar appropriations. There will 
be an additional $167,500 paid during the current fiscal year without charge to 
appropriations, to liquidate amounts due foundations in respect of approved prior 

ear budgets, but thereafter all payments will be charged to the applicable 
appropriations. 

c) “General operating expenses’? is a computed amount representing the 
lifference between the aggregate amounts of currencies acquired from the United 
States Treasury and the amounts utilized on the four programs specifically set 
forth in (a) and (b) above, and (d) and (e) below. It includes payments in foreign 
exchange charged to a number of various appropris ations, including those of other 
agencies serviced abroad by Foreign Service disbursing officers, as well as undis- 
bursed amounts held in the Foreign Service advance account balances of dis- 
bursing officers 

(d) “Information program (counterpart funds)”’ includes the amounts utilized 
by the Department of State under the authority contained in Public Law 843, 
8ist Congress, approved September 27, 1950. 

(e) ‘Occupied areas program’’ includes amounts transferred by the United 
States Treasury to the Department of State for expenditure in the administration 
of occupied areas of Germany and Austria. 

}. Outstanding balances available in foreign currencies on June 30, 1958 

This statement analyzes by type of balance the amounts set forth in the 
Balance as of June 30, 1953’’ column of the statement of ‘Availability and 
utilization of foreign credits and currencies, cumulative through June 30, 1953’’ 
(par. 1 (d) above). 

(a) “Settlement agreements.’’ The balances described in (1), (2), and (3 
below may be decreased by (a) liquidation by payment in United States dollars; 
and (b) liquidation by any means other than payment or transfer of property 
and may be increased by additional foreign exchange options under credit a ‘ree- 
ments. In the case of War assets agreements and of surplus property agreements 
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with Iran and China, they may be increased also by additional interest accruing 
and becoming past due 
1) “Settlement agreements—-surplus property”’’ represents: (a) the United 
States dollar amount of that portion of the balance of principal indebtedness out- 
standing on June 30, 1953, under mutual aid settlement and surplus property 
credit agreements whch may be liquidated under the terms of the agreement by 
paying foreign exchange, transferring property, or furnishing services; and 
b) past due interest on surplus property indebtedness of Keuador, Iran, Peru 
and China 
(2) “Settlement agreements—lend-lease’”’ represents the United States dollar 
amount of that portion of the balance of principal indebtedness outstanding o1 
June 30, 19538, under purely lend-lease settlement agreements which may bh: 
liquidated under the terms of the agreement by paying foreign exchange, trans 
ferring property, or furnishing services 
(3 Settlement agreements—war assets’’ includes the United States dollar 
amount of the balance outstanding on June 30, 1953, under war assets agreements 
as reported to the Department of State by the administering agency, the Genera! 
Services Administration 
(b) “Reparations allocations’? represents the estimated value of anticipated 
allocations to the United States by LARA 
c) “Cash foreign exchange’ is valued at the United States dollar equivalent 
set forth in reports by the United States Treasury, which generally reflect th: 
value as of the date on which the foreign exchange was transferred to United 
States Treasury account Excluded are cash disbursing accounts of Foreig 
Service disbursing officers abroad 
1) “Cash foreign exchange—Treasurer, United States’’ represents foreign 
exchange held in banks abroad in accounts of the Treasurer, United States 
2) “Cash foreign exchange Department of State’ represents (a) foreig 
unge held by Foreign Service disbursing officers abroad subject to thi 
r of the United States Treasury (1) because of discriminatory taxes on 
foreign-owned bank accounts, or (2) because of political situations whic 
ndicate the desirability of local control of withdrawals; (b) foreign exchang: 
:dvanced to Foreign Service disbursing officers for which United States dol 
payment has not been received and functioned by the United States 
Treasury; and (c) in the case of Liberia a special account with the Bank of 
Monrovia to hold funds specifically reserved for the foreign building progran 


inalysis of outstanding balances in foreiqn exchange as of June 30, 1958 


This statement analyzes the amounts set forth in the ‘‘Balance as of June 30 
1953”’ column of the statement of ‘‘Availability and utilization of foreign credit 
and currencies, cumulative through June 30, 1953” (par. 1 (d) above) by settir 
forth (a) the amounts reserved for specific purposes; (b) the amounts unreserv« 
which are held as cash or are available for drawing in foreign exchange during th 
current and next fistal year under the terms of the applicable credit agreement 
and (c) amounts which are not anticipated to be available before June 30, 1955 

a) “Balances under educational exchange agreements’’ represents the differenc: 
between the maximum programs contemplated under the bilateral agreements 
executed under the authority of Public Law 584 and the amounts paid to educa 
tional foundations through June 30, 1953 

b) “Reserved for foreign building operations’’ represents (@) cash balance 
administratively earmarked for the exclusive use of the foreign building progran 
(6) amounts limited in the settlement agreements to acquisition and maintenance: 
of property; and amounts mentioned in the settlement agreements as intend 
by the United States for acquisition and maintenance of property. In the case 
of France and the United Kingdom, the balances shown are available also for ex 
tension of educational exchange agreements 

“Available balances not reserved’’ represents cash balances and outstand 
I ances under surplus property, mutual aid, and lend-lease settlement agre: 
ments which (a) are not required to finance educational exchange agreements con 
cluded under the authority of Public Law 584; (b) are not reserved as described 
in paragraph 5 (b) above; and (c) are not unavailable at this time as described i: 
paragraph 5 (e) below Balances under war assets agreements, not administer¢ 
by the Department of State, are excluded. The distribution by time period re- 
flects the effect of payment schdules in the case of Mexico and Nicaragua, and in 
ther cases the effect of maximum limitations on the amount which may be draw: 
in any 12 month period. Inthe case of Indonesia $7 million of the amount show: 
may be used for an educational exchange program, and in the case of Israel th 
entire amount, derived from information media guarantees, may be used only for 
scientific, educational and cultural activities. 
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d) ‘‘Balances under war asset agreements’’ are set forth separately becaus 
drawings are under the administ rative control of the General Services Administra 
tion, and to date no local currency drawings have been made 

e) “Inactive and unavailable accounts’’ are those not available at this time 
for financing foreign exchange requirements. Czechoslovakia has ceased honor 
ing requests for accelerated payments. The small balance under France repre 
sents information media guarantee funds not for current use, and the small ba 
ance under Germany is a blocked account In the case of Yugoslavia, exchang¢ 
rate problems have not been resolved In the case of Iran and China, economi 
and potitica: considerations impel classification of these balances as inactive. 


6. Financial plan for the utilization of foreign credits and currencies owed to or 
owned by the United States Treasury 

These statements recognize the consular fees and other miscellaneous receipts 
expected to be collected in foreign exchange, and apply these plus amounts 
available through United States Treasury accounts on June 30, 1953, to the foreign 
exchange requirements of the Department of State. These availabilities are 
applied first to that part of the foreign building program which is restricted by 
law to the United States Treasury and other United States agency sources for its 
required foreign exchange, and the educational exchange program, which is re 
stricted similarly. Amounts not needed for these restricted programs are applied to 
the requirements of the current appropriation for salaries and expenses of the 
Department of State, and any residual excess is applied to other disbursing 
requirements, including payments on behalf of other agencies. The effect of th« 
nlanned utilization on availabilities is set forth in section 7, below 

a) “For the fiseal year ending June 30, 1954” 

1) “Estimated availabilitv—foreign credits and currencies owed to o1 
owned by United States Treasury July 1, 1953,” is the amount set forth in the 

Jalance as of June 30, 1953,”’ column of the statement of availabilitv and 
utilization of foreign credits and currencies, cumulative through June 30 
1953, paragraph 1 (d) above, and sections 4 and 5, above. It should by 
noted that only 48 of the 70 areas listed have availabilities shown. 

(2) “Estimated availability—consular fee receipts in foreign currency 
represents the Department’s estimate of consular fees and other miscel 
laneous collections which will be received in foreign exchange. Collections 
are taken up in the Foreign Service advance account of the disbursing 
officers concerned with and equivalent increase in his dollar accountability for 
funds. Collections in foreign exchange are not formally processed through 
lreasury foreign exchange accounts and, therefore, are not included in the 
statement of availability and utilization of foreign credits and currencies and 

1d statements described in sections 1 through 5, above. 

“Total estimated availability’ is the computed sum of the two 
ceding columns. It does not include collections of other agencies or other 
additional foreign exchange which may become available through the United 
States Treasury. 

1) “Foreign building program” includes unliquidated foreign exchange 
obligations from prior fiscal years equivalent to United States $8,067,799, 
and $9,544,048 in 1954 obligations set forth in the budget presentation for 
the appropriation for ‘‘Aecquisition of buildings abroad; less $941,626 in 
obligations which cannot be funded currently due to shortage in the specific 
kinds of exchange required. 

5) ‘‘Educational exchange program” includes $7,893,667 set forth in the 
budget presentation for the appropriation for ‘‘International educational 
exchange activities,’?’ $1,162,500 budgeted under the appropriation for 
“Government in occupied areas,”’ and $167,500 which is required vo liquidate 
prior year obligations without charge te appropriated funds 

6) ‘‘Appropriation for salaries and expenses, 1954’’ sets forth the esti 
mated extent to which the foreign exchange requirements of this appropria 
tion may be funded from the availabilities described in paragraphs 6 (a) (1 
3) above Requirements for foreign exchange are estimated on a gross 
basis including reimbursements, and availabilities in excess of those required 
for the foreign building and educational exchange programs have been apvlied 
next to the requirements of the appropriation for salaries and expenses. 
Less than half the exchange required is available from this source. 
7) ‘“‘All other appropriations”’ represents the residual availabilities which 
can be utilized to fund the foreign exchange required to liquidate prior year 
obligations, to liquidate obligations of the current appropriation for ‘‘Govern- 


$5431—54—pt. 2--—_14 
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ment in occupied areas’’ and all other current appropriations to the Depart- 
ment of State except salaries and expenses, FBO, and IES, and to make 
payments chargeable to accounts of other agencies, including USIA and 
FOA. Availabilities represent 100 percent of GOA requirements, and 26 
percent of the requirements for other appropriations. 

(8) “Total estimated utilization” is the computed sum of the four columns 
immediately preceding. The amounts shown may be increased by additicnal 
foreign exchange of kinds in relatively short supply becoming available for 
acquisition from United States Treasury accounts. Total requirements will 
approximate $100 million, against about $64 million shown in this column, 

9) “Estimated availability after June 30, 1954” is the computed differ- 
ence between ‘Total estimated availability,’ paragraph 6 (a) (3) above, 
and ‘‘Total estimated utilization,’’ paragraph 6 (a) (8), above. These 
amounts may be altered by liquidation of indebtedness by payment in United 
States dollars; utilization by other agencies; revision of credit agreements: 
additional sources of foreign currency to the United States Treasury and the 
Department of State; and economic or political factors which may affect 
the ability of the United States to draw local currency as accelerated payment 
of indebtedness. 

b) For the fiseal vear ending June 30, 1955 

(1) “Estimated availabilitvy—foreign credits and currencies owed to or 
owned by the United States Treasury July 1, 1954” is the amount set forth 
in the “Estimated availability afver June 30, 1954’’ column of the financial 
plan for the fiscal year ending June 30, 1954 (paragraph 6 (a) (9), above). 

2 stimated availability—consular fee receipts in foreign currency” 
represents the Department’s estimate of consular fees and other miscellaneous 
collections which will be received in foreign exchange, as described in para- 


graph 6 (a) (2), above. 


3) ‘Total estimated availability’ is the computed sum of the two preced- 
ing columns as described in paragraph 6 (a) (3), above. 

1) ‘‘Foreign building program’”’ includes deferred unliquidated foreign 

exchange obligations equivalent to United States $941,626 (see paragraph 
6 (a 1) above) and $5,128,000 in 1955 foreign exchange obligations set 
forth in the budget presentation for the appropriation for ‘‘Acquisition of 
buildings abroad’’; less $966,831 in obligations which cannot be funded in 
1955 due to shortage in the specific kinds of exchange required. 
(5) “Educational exchange program’’ includes $7,560,166 set forth in 
the budget presentation for the appropriation for ‘International educational 
exchange activities’? and $1,250,000 budgeted under the appropriation for 
“Government in occupied areas.” 

6) “Appropriation for salaries and expenses, 1955” sets forth the esti- 
mated extent to which the foreign exchange requirements of this appropria 
tion moy be funded from the availabilities described in paragraph 6 (b) (1)- (8 
above. Requirements are estimated on a gross basis, including reimbursements, 
as described in paragraph 6 (a) (6) above. Due to utilization of availabili 
ties during the preceding year, it is estimated only 35 percent of the exchangs 
requrements of this appropriation will be funded from residual balances. 

(7) “All other appropriations’: See paragraph 6 (a) (7). Due to prior 
utilization, it is estimated that only 42 percent of the disbursing require- 
ments of appropriations will be met from this source, including 100 percent 
of GOA requirements and 22 percent of the requirements for other appro- 
priations 

(8) “Total estimated utilization” is the computed sum of the four columns 
immediately preceding. The amounts shown may be increased by addi- 
tional foreign exchange of kinds in relatively short supply becoming avail- 
able for acquisition from United States Treasury accounts. Total require 
ments will approximate $86 million against about $23 million shown in this 
column 

9) “Estimated availability after June 30, 1955” represents the computed 
difference between ‘Total estimated availability,” paragraph 6 (b) (3) above, 
and “Total estimated utilization,” paragraph 6 (6) (8) above. These bal- 
ances are analvzed in the statement described in section 7, below. 
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Analysis of foreign credits owed to the United State: balances estimated as of 
June 380. 1955 ; 

On June 30, 1953, there were availabilities in 48 of the countries listed By 
June 30, 1955, it is expected that availabilities will remain in only 34 countries, of 
which only 19 countries will have availabilities which are not entirelv restricted 
to specific purposes but may be used in whole or part for anv United States ex- 
penses. Of the 19, however, 3 are dormant because of unsettled negotiations on 
rates of exchange, 3 are inactive because economic or polifical factors preclude 
drawings, 7 have maximum limits on the amount of local currency which may be 
drawn in any year, and only 6 represent surplus immediately available for any 
United States expense, 

(a) “Estimated balance, June 30, 1955” is the amount set forth in the ‘“Esti- 
mated availability after June 30, 1955”’ column of the financial plan for the fiscal 
year ending June 30, 1955 (paragraph 6(b) (9) above). These amounts may be 
altered by liquidation of indebtedness under credit agreements by payment in 
United States dollars; utilization by other agencies; any difference between the 
exchange rate at which drawings are made and the exchange rate at which the 
United States Treasury disposes of the proceeds; revision of credit agreements; 
additional sources of foreign exchange to the United States Treasury and the 
Department of State; and economic or political factors which may affect the 
ability of the United States to draw local currency as accelerated payment of 
indebtedness. 

(b) “Educational exchange” represents the balance under bilateral educational 
exchange agreements which are now in force, and does not provide for proposed 
extensions or new agreements. The amount for each country has been computed 
by decreasing the maximum amount contemplated under the agreement for the 
entire period it covers by the cumulative amounts which will have been paid to 
the binational foundation through June 30, 1955, under present budgetary plans. 

(c) ‘Foreign buildings” represents the estimated balances earmarked for the 
foreign building operation in credit agreements, or which such agreements indicate 
the United States intends to use for this purpose, which will remain unobligated 
on June 30, 1955. In addition to credits there remains $216,000 in Egyptian 
pounds in a Treasury cash balance. Since FBO requirements have been covered 
on the basis of estimated obligations, there will remain undisbursed on June 30, 
1955, the equivalent of outstanding unliquidated obligations payable in foreign 
exchange, estimated to approximate $8 million, in addition to the amounts set 
forth on the statement, 

(d) ‘‘Various’’: In the case of France and the United Kingdom, the amounts 
shown are restricted to educational exchange or foreign building operations. 
In the case of Israel, use is limited to scientific, educational, and cultural purposes. 

(e) “Available for any expenses’’ represents estimated balances which are not 
restricted as to the purpose for which they may be used, but which are limited 
in accordance with the notations which may appear on the statement. 

(f) “‘War asset agreements’: Except for Haiti, no utilization of these balances 
has been planned as the agreements are administered by the General Services 
\dministration, which agency is attempting to collect in United States dollars. 
In the case of Haiti, the GSA has enlisted the aid of the Department of State in 
collecting the debt by accepting property required by the United States for its 
operations in Haiti. 

(z) “Not available for utilization’: The amount shown for France represents 
information media guaranty funds not available for use. The amount shown 
for Switzerland probably will be liquidated by sale for United States dollars by 
the United States Treasury. The amount shown for Germany is in a blocked 
account. 
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Availability and utilization of foreign credits and currencies cumulative through 
June 30, 1943 


[In thousands of U. 8. dollars) 


Amounts 
utilized 
by the De 
partment 
of State 


Sales to other 
agencies and 
exchange 
fluctuations 


Balance as 
of June 30, 
1953 


rotal avail 
ible 


American Rey 
Bolivia 
Brazil 
Chil 
Colombia 
Costa Rica 
Cuba 
Ecuador 
Hait 
Hondura 
Mexico 
Nicaragua 
Panama 
Peru 


Venezuela 


Belgium and possessi 
Bulgaria 

Czechosloy 

Denmark 

Finland 

Ir ce and possessi 


(ier 


, 659 
2, 267 
0 ; 
, 029 ), 95 
0 
0 2, 12 
0 1, SSE 


69, 757 796, 94: 


1 Amounts are rounded to t t thousand and will not necessarily add to totals similarly rounde 
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Source of foreign credits and currencies available through June 30, 1953 


[In thousands of United States dollars} 


Potal a a. Repa fers 
: plus Lend War ratior € 
avail sid Other and 
ible prop lease assets ommnne alloca , 

- erty ? , tions = 


rrans 


part 3 


changes 


(merican Republic 
Bolivia $700 
Brazil i $4, 5 0 
Chik 606 
Colombia $26 0 
Costa Rica 5¢ 0 
Cuba 50: 0 
Ecuador 5: 5 0 
Haiti 0 
Honduras : 0 
Mexico 5, 22 ), 250 
Nicaragua : 516 
Panama { 0 
Peru 2 2 0 
Venezuela 0 

ilrope 

Austria 2, O2 . 0 
Belgium and possessions ‘ 3, 4! 0 
Bulgaria " f 0 
Czechoslovakia , 23: , 04: 173 
Denmark ; 0 
Finland 2, 467 j 0 
France and possessions 99, 18 57: 16, 057 
Germany 2, 7 8! 0 
Hungary , 796 , 78 0 
Iceland , 124 0 
Italy 5 ' 0 
Netherlands and possessions 3, 3: , 66 44, 827 
Norway , 56S 5, 900 
Poland 38, 37, OO 0 
Portugal and possessions : 0 
Spain , 276 0 
Sweden We , ROS 0 
Switzerland 3, 5 0 
lrieste t 0 
Yugoslavia 

British Commonwealth and Em 

pire 
Australia 
Canada 663 0 0 
New Zealand , 308 ; 0 0 
Union of South Africa , 720 i 0 0 
United Kingdom and posses- 
sions , 584 , 0 

Africa, Near and Middle East 
Afghanistan 315 0 0 0 
Ceylon , 842 0 0 0 
Egypt. , 053 . 0 0 0 
Eritrea 69 0 0 0 
Ethiopia 707 200 0 0 
Greece. 239 | Be 0 0 , 317 
India 34, 692 | 33, 0 0 0 
Iran 33, 899 | 25, 305 7, 829 0 0 
Iraq 3, 589 3, 0 0 0 
Israel , 401 0 0 0 
Jordan 355 0 0 0 
Lebanon , 710 ; 0 0 0 
Liberia 439 0 0 0 
Libya 22 0 0 0 
Pakistan , 949 ) 0 0 0 
Palestine 293 ( 0 0 0 
Saudi Arabia 2, 313 558 | 0 0 0 | 
Syria 890 0 0 0 
lurkey 3, 608 3, 42: 0 0 0 
East: 
Burma. . 776 5, 73 0 0 0 
China 59, 204 | 59, 0 0 0 
Indonesia 669 3, GAS 0 0 0 0 
Japan , 098 , O38 0 0 ft) 64 
Korea 27,002 | 26, 054 0 0 0 0 
Philippines 342 5, 0 833 0 2, 515 
Okinawa 283 0 0 0 0 
lhailand 4, 966 , 0 0 0 153 


25 


1, 120,651 |928,142 | 83,458 | 12,289 | 69, 356 5, 322 | 22, 085 


Potal } 


Amounts are rounded to the nearest thousand and will not necessarily add to totals similarly rounded 
? Includes mutual aid settlements. 
§ Includes only those funds declared surplus and transferred to the U. 8. Treasury for disposition 
* Credit. 
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? 
, fy] 
qn ¢ ‘ cu {J ultl 


Fore zation thro igh 


housands of United States dollars] 


Educa- 
tional 
exchange 
program 


Foreign 
buildings 
program 


osta Rica 
Suba 
Ecuador 
Honduras 
Mexico 
Nicaragua 
Pa 
Peru 


Ama 


zechosi 
Denmark 
Finland 
France 
Gern 
Hungary 
Iceland 
Italy 
Netherlands and possessions 
Norway 
Poland 
Portugal and possessions 
Spain 


ien 


Swe 


Canada 

New Zealand 

Union of South Africa 

United Kingdom and possessions 
Africa, Near and Middle East 


]l not neces 


June 30, 19 


APPROPRIATIONS, 


ro 
1D 


by program 


Informa- 
tion pro- 
gram 
(counter- 
part 
funds) 


General 
operat- 
ing ex- 
penses 


Occupied 
areas 
progran 





81 
0 
0 
0 
0 
0 | 


z 
o 


0 


0 
0 
0 
0 
0 


0 
0 
0 
0 
0 


0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 


0 
0 
0 
0 
0 
0 
0 
0 


21, 838 


12, 609 


y add totota ls similarly rounded 
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Outstanding balances available in foreign currencies on June 80, 1953 


{In thousands of United States dollars 


Settlement agreements ; ash foreign 
excnange ¢ 
Repara- 
tions 
alloca l'reas- 
Surplus 1 tions urer, 
property { ‘ United 


States 


Depart- 
ment of 
State 3 


American Republics 
Bolivia 
Brazil 
Ecuador 
Hait 
Mexico 
Nicaragua 
Peru 
Europe 
Austria 
Belgium 
Czechoslovakia 
Denmark 
Finland 
France 
Germany 
Hungary 
Iceland 
Italy 
Netherlands 
Norway 
Poland 
Spain 
Sweden 
Switzerland 
Yugoslavia 
British Commonwealth and 
npire 
Australia 
New Zealand 
Union of South Africa 
United Kingdom , S48 
Near and Middle East 
Ceylon 289 0 0 
Egypt 549 0 0 
Ethiopia 05 95 0 0 
Crreece 53. 060 { 0 ; 0 
India 164 ae 0 Ls 0 
Iran 25, 896 5, 0 0 
Iraq 421 0 0 
Israel] 886 0 0 
Jordan 167 0 0 
Lebanon 246 0 23 0 
Liberia 68 0 
Pakistan , 131 0 3 0 
Curkey 42 ‘ 0 0 
Far East 
Burma , 197 3, 065 0 0 35 0 
China 45, 509 , 509 0 0 0 
Indonesia 59, 418 59, 134 0 0 0 
Japan , 153 , 850 0 0 ; 0 
Korea 950 950 0 0 0 0 
Philippines , 123 , 290 833 0 0 0 
Thailand , S86 , 730 0 0 0 151 


Total 796, 942 972 53, 091 12, 152 3, 022 30, 220 2, 486 


Amounts are rounded to the nearest thousand and will not necessarily add to totals similarly rounded. 
? Excludes cash held by disbursing officers abroad as disbursing cash 
} Except for Liberia, represents amounts held by disbursing officers abroad subject to the order of the 
U. 8. Treasury. 
* Balance held by the Bank of Monrovia to cover foreign building program costs. 
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Analysis of outstanding balances in foreign exchange as of June 30, 1953 


Available balances 


Balances not reserved 


under 
educa 
tional 
exchange 
agree 
ments 


teserved Balances 

for under Inactive 
foreign Available war ind un 
building Available July 1, Available asset ivailabk 
opera before 1944, after gree accounts 
tions June 30, through June 30, ments 

1954 June 30, 1955 
1955 


American Republics 
Bolivia ; 0 
Brazil 8142 { 0 
Ecuador ‘ 0 
Haiti 176 0 
Mexico 
Nicaragua 7 % 67 
Peru 0 
* 
Austria 1 5 0 
Belgium 2 3 0 
Czechoslo. 0 
Denmark 0 
Finland 4, 0 
France ; 5 7 5 4 0 
Germany 3, 4), 143 
Hungary 1 > 3, 000 
Iceland 0 
Italy 2 i} ; 6, 000 
Netherlands 5, 367 : : 0 
Norway ¢ ; 0 
Poland : 2, 2, 000 
Spain 0 
Sweden 0 
Switzerland 0 
Yugoslavia 3: 97 0 
British Common 
wealth and Em 
pire 
\ustralia 
New Zealand 
Union of South 
Africa 
United King- 
dom 
Africa Near and 
Middle East 
Ceylon 289 ¢ 0 0 0 
Egypt MY y 0 0 0 
Ethiopia 95 0 0 0 
(ireece 43, 060 7 4, O00 0 
India 164 2 0 0 0 
Iran 25, 896 0 0 0 0 
Iraq 42] 0 0 0 0 
Israel R86 16 0 0 0 
Jordan 167 167 0 0 0 0 
Lebanon 246 246 0 0 0 0 
Liberia 68 68 0 0 0 0 
Pakistan 131 0 AS] 0 0 0 
Turkey. 42 0 42 0 0 0 
Far East 
Burma 3, 197 . 0 , 397 0 0 0 
China 45, 509 , 524 0 0 0 0 0 
Indonesia 9, 418 0 0 59, 418 0 0 0 
Japan , 153 , 514 0 000 , 639 0 0 
Korea 20, 950 2, 000 0 , 950 0 0 0 
Philippines , 123 800 490 0 0 0 833 
Thailand , B86 350 0 770 766 0 0 


i a ene a i ene 


Total i, 942 MO), 815 84, 721 253, 867 59, 365 278, 797 12, 152 


Amounts are rounded to the nearest thousand and will not necessarily add to totals similarly rounded 
Amounts shown are maximum potential availabilities, and in the case of amounts owed to the United 
States, may be reduced by United States dollar payments on indebtedness. 
While the portion of these amounts representing credits may be drawn in accordance with the terms 
of the agreements, economic or political conditions may preclude drawings. 
‘ Also available for extension of educational exchange agreements. 
5’ Expendable for scientific, educational, and cultural activities 
‘$7 million may be used for educational exchange 
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Financial plan for the utilization of foreign credits and currencies owed to or owned 
by the U. S. Treasury during the fiscal year ending June 80, 1954 


{In thousands of United States dollars] 


Estimated availability Estimated utilization by the Depart 
during the fiscal year ment of State during the fiscal vear 
ending June 30, 19§4 ending June 30, 1954 


Foreign a a 
credits Con oa 7 ila. 
and cur-| 2) saien,| APPrO San 
rencies oa Total | Foreign aon 1 priation All Esti oy 
owed ei tts | esti- | build- pow for other | mated r ° . 

to or Celpts | mated ings — salaries | appro total |,- ane 
owned os availa- pro- change and ex-/| pria utiliza- |*" 1954 
by U.S. foreign bility !} gram 2| PFo- penses | tions tion 4 

‘enen cur gram 1954 

reney 

ury July , 

1, 1953 


American Republics 
Argentina 0 SHG $ e | 
Bolivia M4 ‘ é 0 
Brazil 318 33 0 
Chile 0 0 
Colombia 0 0 
Cuba 0 ‘ 0 
Dominican Republic 0 : { ; ; 0 
Ecuador 116 0 
El Salvador 0 ‘ 0 
Guatemala 0 0 
Haiti 176 0 
Honduras 0 l : 0 
Mexico 3, 098 : 597 
Nicaragua - 167 : 378 0 
Paraguay. 0 : : 0 
Peru 2 0 
Uruguay 0 : § 0 
Venezuela 0 : ‘ 0 
ope 
Austria 11,042 » 5 25 3, 540 
Belgium and _ posses- 

sions 4, 844 , 0 
Czechoslovakia 4, O89 : f 0 
Denmark 1, 433 37 ; 0 
Finland 20, 554 f 20, ‘ 0 
France and possessions.| 34, 205 , 3, 927 
Germany 191, 190 3, 10, 200 
Hungary 13, 153 3, 2 19 
Iceland 359 58 
Ireland : 

Italy 124, 256 305 | 124, ‘ yt 2, 036 
Luxembourg ‘ 3 
Netherlands and pos- 

sessions 65, 367 3 § 335 
Norway 8, 691 5 , TH : 216 
Poland 33, 832 33, 83% 33 
Portugal and posses- 

sions 
Spain 918 
Sweden 836 
Switzerland 2, 748 
Yugoslavia 357 

British Commonwealth and 

Empire 
Australia 
Canada 
New Zealand 
Union of South Africa 
United Kingdom and 
possessions... 
Africa, Near and Middle 
East 

Afghanistan : 

Ceylon 289 
Egypt 549 
Ethopia 95 
Greece 53, 060 
India 13, 164 
Tran 25, 896 
Iraq 421 
Israel R86 
Jordan 167 


ss: ~o 
Oe ee 


See footnotes at end of table, p. 1354, 
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Financial plan for the utilization of foreign credits and currencies owea to or owned 
by the U. S. Treasury during the fiscal year ending June 30, 1954—Continued 


Estimated availability | Estimated utilization by the Depart- 
during the fiscal year ment of State during the fiscal year 
ending June 30, 1954 ending June 30, 1954 


Esti- 
mated 
availa- 
bility 
ifter 
June 
30, 19545 


Foreign 
credits 
andeur-) oar 
rencies Total | Foreign 
fee re 
owed esints esti- build 
to or i | mated ings ‘hance Salaries | appro-| total 
, in : a change | : 

owned | poroign | #¥aila pro pro- andex-| pria- | utiliza 
by U.S or bility '| gram ? cram | Penses tions? | tion ¢ 
Tre » Qi 

Treas: reney 1954 
ury July 

1, 1953 


Con- 


Appro- 
priation| All Esti- 
for | other | mated 


Educa- 
tional 
ex- 


Africa, Near and Middle 
East—Continued 

Lebanon 
Liberia 
Libya 
Morocco 
Pakistan 
Saudi Arabia 
Syria 
Turkey 

Far East: 
Burma 
China 
Formosa 
Indonesia 
Japan 
Korea 
Philippines 2 } ; 61 0 
Thailand , Bf 25: 56 
Vietnam, Laos, and 

Cambodia 0 : i 3 0 3 


lotal i 796, 942 4,659 801, 601 16, 67 9, 22 13,686 | 24,385 463,965 | 737, 636 


| Excludes collections by other agencies which may become available through the U. 8S. Treasury. 
? Includes unpaid obligations outstanding on June 30, 1953, and obligations for the fiscal year ending 
June 30, 1954 
Includes “Salaries and expenses, Department of State’’ for prior fiscal years; ‘Government in occupied 
areas’; “International information and educational activities’; ‘‘Representation allowances”; ‘Contr 
butions to international organizations’’; ‘International contingencies’; ‘“Emergencies in the diplomatic 
and consular service." 
‘ Utilization estimates are based on anticipated availabilities in each currency. Total foreign exchange 
requirements, including reimbursable activities and payments for other agencies approximate $100 million 
§ These estimates of availability may be altered by liquidation of indebtedness by payment in United 
States dollars; utilization by other agencies; revision of credit agreements; additional sources of foreign cur 
rency to the U. 8. Treasury or the Department of State; and economic or political factors which may affect 
the ability of the United States to draw local currency as accelerated payment of indebtedness. 
* Amounts are rounded to the nearest thousand and will not necessarily add to totals similarly rounded. 
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Financial plan for the utilization of foreign credits and currencies owed to or owned 
by the U. S. Treasury during the fiscal year ending June 30, 1955 


[In thousands of U. 8. dollars] 


Estimated availability Estimated utilization by the Depart 
during the fiscal year ment of State during the fiscal year 
ending June 30, 1955 ending June 30, 1955 


Foreign 
credits 
fandcur . Appro 
sular FF Educa , 
rencies _— Potal | Foreign| tional priation| All Esti 
owed ceipts esti build ex. for other mated 
to or . mated | ings hange | S#laries| appro- | total 
owned = Vaila pro- | CHaNnke | and ex pria utiliza 
foreign ‘ pro- |°* 2 
by U.S 7 bility gram ? gram | Penses tions? | tion‘ 
lreas . 1955 
reney 
ury July 
1, 1954 


Con 


\merican Republics 

Argentina 

Bolivia 

Brazil 

Chile 

Colombia 

Cuba 

Dominican Republic 
Ecuador 

FE] Salvador 
Guatemala 

Haiti 

Honduras 

Mexico 

Nicaragua 

Paraguay 

Peru 

Uruguay 

Venezuela 

irope 

Austria 

Belgium and possessions 
Czechoslovakia 
Denmark 

Finland 

France and possessions 
Germany 

Hungary 

Iceland 

Ireland 

Italy 

Luxembourg 
Netherlands and posses- 

sions 

Norway 

Poland 

Portugal and  posses- 

sions 

Spain 

Sweder 

Switzerland 
Yugoslavia 
tish Commonwealth and 


Austr 

‘anad 

New Zealand 

Union of South Africa 
United Kingdom and 


possessions 


Near and Middk 


ist 
fghanistan 
Ceylon 
Egypt 
Ethiopia 
Crreece 
India 

Iran 

Ir aq 

Israel 
Jordan 
Lebanon 


footnotes at end of table, p 
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Financial plan for the utilization of foreign credits and currencies owed to or owned 
by the U. S. Treasury during the fiscal year ending June 30, 1955—Continued 
Estimated availability Estimated utilization by the Depart- 


during the fiscal year ment of State during the fiscal year 
ending June 30, 1955 ending June 30, 1955 


Foreign Esti 


credits 


andcur- 


rencies 
owed 
to or 
owned 


Con- 
sular 
fee re 
ceipts 
in 


Total 
esti- 
mated 
availa- 


Appro- | 
priation| All 

for | other 
salaries |jappro- 


, Educa- 
Foreign| 4... 
build. | “onal 


| @X- 
IN&S | change 


Esti- 


| mated 


total 


mated 
availa 
bility 
after 
June 

30, 1955! 


as pro- = |andex-| pria- | utiliza- 
by U.S,| rele” | pitity 1| gram 2 | Pro- | penses | tions? | tion 4 
Teens eur- gram 1955 

: reney -” 
ury July ’ 


1, 1954 


Africa; Near and Middk 
East —Continued 
Libya 
Morocco 
Pakistan 
Saudi Arabia 
Syria 
Turkey 
Far East 
Burma 
China 
Formosa 
Indonesia 
Japan 
Korea ; 
Philippines 
Thailand , 
Vietnam, Laos, and 
Cambodia 0 





202 
588 
0 0 3 


Total 737, 636 4,659 |742, 295 5, 103 8, 810 9,979 | 23,397 “4 695, 00+ 


! Excludes collections by other agencies which may become available through the U. 8, Treasury. 


3 Excludes obligations incurred in prior fiscal years except in cases of deferred funding. 

3 Includes “‘Salaries and expenses, Department of State’’ for prior fiscal years; ‘Government in Oce 
Areas”; “International information and educational activities’’; 
tributions to international organizations” 
and consular service’’ 


‘ Utilization estimates are based on anticipated availabilities in each currency. Total foreign exchange 
requirements including reimbursable activities and payments for other agencies, approximate $86 million 

§ These estimates of availability may be altered by liquidation of indebtedness by payment in United 
States dollars; utilization by other agencies; revision of credit agreements; additional sources of foreign cur 
rency to the U. 8. Treasury or the Department of State; and economic or political factors which may affect 
the ability of the United States to draw local currency as accelerated payment of indebtedness. 

* Amounts are rounded to the nearest thousand and will not necessarily add to totals similarly rounded 


upied 
1 “Representation allowances’’; “Con: 
; “International contingencies’’; ‘Emergencies in the diplomati 
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AUTOMOBILE STATEMENT 


Senator Ferauson. And, Mr. Wilber, will you file for the record 
the usual automobile statement? 

Mr. Wixser. I will be glad to, sir. 

(The statement referred to follows:) 


Statement of passenger motor vehicles 


SALARIES AND EXPENSES 


Foreign 


Domestic . 
Service 


On hand June 30, 1953 
Secretary and staff 
Chiefs of mission 
All other 

l'o be replaced in 1954 
Secretary and staff 
Chiefs of missions 
All other 

Number to be disposed of but not replaced 
Secretary and staff 
Chiefs of missions 
All other 

On hand, June 30, 1954 
Secretary and staff 
Chiefs of missions 
All other 

1955 estimate 
No additions—replacement only 

Secretary and staff 
Chiefs of missions 
All other 

House allowance 
Secretary and staff 
Chiefs of missions 

All other 


Includes 48 from USRO ? Includes 1 acquired from USRO } Rentals 


MISSIONS TO INTERNATIONAL ORGANIZATIONS (UNITED STATES MISSION 
UNITED NATIONS) 


Onhand June 30, 1953 

o be replaced in 1954 
Number to be disposed of but not replaced 
On hand June 30, 1954 

155 estimate—No additions or replacements 


AMERICAN SECTIONS, INTERNATIONAL COMMISSION (INTERNATIONAL JOIN 
COMMISSION 


hand June 30, 1953 
be replaced in 1954 
ber to be disposed of but not replaced 
hand June 30, 1954 
estimate—No additions or replacements 


NTERNATIONAL BOUNDARY AND WATER COMMISSION, UNITED 
MEXICO 


nd June 30, 1953 
» be replaced in 1954 
umber to be disposed of but not replaced 
hand June 30, 1954 
155 estimate, replacements 
use allowance 


GOVERNMENT IN OCCUPIED AREAS 


hand June 30, 1953 
hief of missions 
All other 
e replaced in 1954: All other 
nber to be disposed of but not replaced: All othe 
and June 30, 1954 
nhiefs of missions 
All other 


timate, replacements: Chiefs of mission 
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Senator Ferecuson. This concludes the hearings except to hear 
Mr. Dulles when he returns from Geneva. 
Mr. Wiiser. Very well. 


UNITED STATES INFORMATION AGENCY 


STATEMENT OF ERWIN D. CANHAM, EDITOR, CHRISTIAN SCIENCE 
MONITOR 


GENERAL STATEMENT 


Chairman Bripces. Mr. Canham, we are delighted to have you 
here and we will interrupt our regular hearing to give you 15 minutes 
for the United States Information Service. 

Mr. Canuam. You are very kind. 

My name is Erwin D. Canham and | am the editor of the Christian 
Science Monitor. I am acting chairman of the United States Com- 
mission on Information and have been a member since the Commis- 
sion was set up under the Smith-Mundt Act by the 80th Congress. 
The other members are Philip D. Reed, chairman of the board of 
the General Electric Co.; Mark A. May, director of the Institute of 
Human Relations at Yale University; Judge Justin Miller, who has 
just retired as chairman of the board of the National Association of 
Radio & Television Broadcasters; and Sigurd S. Larmon, president 
of Young & Rubicam, Inc., an advertising agency. 

The members of our Commission, as you will see, are busy men 
with various other responsibilities As a commission we have a 
very modest staff. So I could not give you today the kind of in- 
formation you would expect from ‘officials of the United States 
Information Agency itself. I can only give you the views of a 


group of private citizens deeply concerned with the problem of 


winning the cold war, and somewhat experienced in the field of 
communication. We have tried to keep a general watch on the 
performance of the information program, we have met 37 times 
formally during the last 5 years and we have made 9 official reports 
to the Congress. 


NEED FOR RESTORATION OF HOUSE REDUCTION 


The members of the Commission regret that there has to be an 
information program, or perhaps I should say I regret that world 
conditions compel some kind of information program. 

So we are in favor of governmental economy. I would not be here 
today recommending that you restore the $13 million cut made in 
this program by the House of Representatives if I did not believe the 
cuts will do substantial damage to the program and reduce its ef- 
fectiveness far more than their contribution to governmental economy 

This program was cut 37 percent last year and that was a good thing 
But as a Dayton, Ohio, newspaper says: 

Unless the Senate restores the House cut, this could be an almost fatal slashing 
of the vocal cords of America. And it would come at a time when we are locked 
in battle with a foe who spares no expense in the effort to outbid us for the ev« 
and ears and minds of uncommitted millions all over the globe. 

The need for an information program in the next fiscal year is no 
less than it was in 1953 when $123 million was spent. The $89 million 
requested for 1955 is a re ‘asonable sum. 
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We ought, of course, to do as much as possible of this job by private 
enterprise. That is why I regret that the House cut the amount asked 
by the agency for the Office ‘of Private C ooperation from $250,000 to 
$99,727 

acdehigsies the report of the House Appropriations Committee 

contains a number of severe limitations on the USIA Director’s 
operating authority over the program. This seems to me very bad. 
Your own Senate Committee of Foreign Relations Subcommittee on 
Overseas Information Programs reported last year that the Director 
of the Agency: 
should also be given as much flexibility as feasible to reallocate funds during a 
fiseai year if shifting circumstances make changes feasible. 
That is the end of the quote from the Hickenlooper committee. This 
next business is of the essence. A major purpose in taking the infor- 
mation program out of the State Department—a change which our 
Commission helped to initiate—was to give it more opportunity to act 
swiftly and flexibly. I hope you will not prevent this possibility of 
quick adaptation to changing world needs. 

Our Commission has often been very critical of the work of the 
information program. There are still many things that need to be 
done to improve it. And it will probably always be an elusive and 
frustrating business, difficult to evaluate and measure. I doubt if 
you can ever tell just how many converts it has made or defections it 
has prevented. The best we can do is to put it into expert and trust- 
worthy hands. And that is perhaps the main point I have to make 
today, the Agency is today in very skilful hands. Not only is Mr. 
Streibert a thoroughly experienced and sensible Director, he has built 
up a very effective staff. I believe all of his keymen have had long 
and responsible experience in private enterprise in the field of com- 
munications. The morale of the organization has picked up steadily 
as these able men have taken hold. 

» The program has taken on new vitality and is working far better 
since the separation from the State Department. At the same time 
adequate policy liaison is maintained and that is very important. 

But authority and responsibility for getting the job done have been 
placed in the chief executives of the Agency, who report directly to the 
President. 

EXCERPT OF COMMISSION REPORT 


In sum that is why our Commission urges that you give this Agency 
the modest appropriation necessary to do its job, and with as much 
flexibility as possible. To quote one of our recent reports— 


Why are we spending $40 billion annually for military defense? To stop the 
spread of Communist imperialism by foree. Why are we spending one-twelfth 
of one billion for USIA? To stop the spread of revolutions in free countries. 

The United States Government is in the international information field out of 
sheer necessity. It dare not pull out of this field any more than it would dare to 
pull out of military defense. Russia’s military might is within her own boundary, 
but her propaganda might is on the loose in the world. We must do all in our 
power to thwart it, unmask its lies and pretenses, and break its hold over allegi- 
ances and loyalties of men. 


That is why we urge you not to starve this Agency. 


45431—54—pt. 2 
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VALUE OF SPECIALIZED AGENCY STRUCTURE 


Chairman Brivges. We thank you very much. 

Let me ask you do you think under the new setup that it has justi- 
fied your expectations in the separation from the State Department? 

Mr. Canuam. Emphatically yes. 

[ know that I do not have to convince this committee of the urgency 
of this job. I know the Congress and in particular the Senate, has 
been very generous with the information work in the past. Some 
times you may have been too generous. Let us not cut so deeply this 
time that the job cannot be done as well as we can re asonably expect. 

Chairman Brioaes, Do you think the personnel which had been 
retained or recently employed i is improved in character and caliber? 

Mr. Cannam. Yes. [ think both personnel and the organizational 
simplicity of the structure, holding people accountable, and so on, 
has all been improved. 


QUESTIONED VALUB OF AGENCY IN NEW ZEALAND AND AUSTRALIA 


Senator Etuenper. Mr. Canham, do1’t you thiak that, with refer- 
ence to this amount suggested for foreign information, that it should 
be used in parts of the world where it will do the most good? For 
instance, in a recent inspection trip, | found information services in 
New Zealand and Australia. If there are any people in the world 
that are pro-American, it is the people of Australia and New Zealand. 
Why we should spend a dime there for that service, I cannot 
understand. 

Mr. Cannam. I basically agree with you. We may sometimes have 
to come back and combat communistic propaganda in such countries. 

Senator ELtenper. As I stated to Mr. Streibert and others in my 
report we should spend that money where it will do the most good. 

Mr. Cannam. I hope that is being done. 

Senator ELttenpEer. And not try to spread it all over the world, 
particularly in any parts of the world that to my way of thinking 
it is foolish to spend it. 

Mr. Cannam. I completely agree. The Australians have just 
shown their views on this matter in the last few days. 

Senator ELttenper. Of course they have. 

Senator Smrru of New Jersey. Are you familiar with the so-called 
Hickenlooper-Fulbright report? 

Mr. Canuam. I am. 

Senator Smrru of New Jersey. I do not want to embarrass Mr. 
Fulbright since he is here but I am interested in knowing your reaction 
to that report. 

Mr. Cannam. It was a very wise, well-considered, and helpful 
report. Perhaps I ought to add in parentheses to the response I 
made to the Chairman’s question, that when I said I think it is working 
better now, that is not intended to be a reflection on the State Depart- 
ment in anyway. It is simply that this kind of job is a job which is 
more suitably carried on by a specialized agency than it is to mingle 
it with the other proper and natural attitudes and methods of operation 
of the State Department. No reflection on the responsibility and 
capacity of the State Department to say that our Commission has 
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felt, after long consideration, that it was better to do it the way it is 
now being done. 
Chairman Brinass. I guess there is nothing else. 
Thank you very much. 


STATEMENT OF C, D. JACKSON, VICE PRESIDENT, TIME, INC. 
GENERAL STATEMENT 


Mr. Jackson. My name is C. D. Jackson and I am now vice presi- 
dent of Time, Ine. 

Between February 15, 1953, and April 1 of this year I was a special 
a to the President of the United States with what might be 
called a special portfolio in the cold war. During the year 1951 I 
was the president and the full-time executive of the National Com- 
mittee for a free Europe which operates radio-free Europe and during 
the war between the spring of 1943 and the end of the war in Europe 
| was deputy chief of the psychological warfare operations in General 
Kisenhower’s various headquarters in North Africa, Italy, England, 
and later on the Continent. 

Therefore I naturally have an interest in this kind of work, in 
United States Information Agency, the kind of work that is being 
done and have been watching during my year down here in W ashing- 
ton watching their development and have been tremendously im- 
pressed with the job that has been done since last August. I stress 
since last August because that was probably the last of all the re- 
organizations. The others had more time. This outfit had less time 
and was frankly in a worse mess. The job Mr. Streibert, the Director, 
and his staff did of cleaning themselves up and functioning and be- 
coming a respectable outfit, I think has been really remarkable. 

[ have from time to time, talked to Mr. Streibert and Mr. Washburn 
and others in the organization about their problems, about the kind 
of work that they have done, and are doing, and their hopes and their 
plans and I have repeatedly been impressed with the fact that they 
moved in and did not accept anything, any individual in the organi- 
zation or any activity or project, as that is fine because it exists. 

They did not accept anything just because it was there. They 
looked at everybody and they looked at everything and the program 
that they came up with although obviously I do not know it in all its 
minute detail, I just know it in general, the program that they have 
come up with I personally feel, sir, as being an efficient one; does not 
have real water in it, and if they have asked for more money for the 
coming fiscal year than they had this year it is not just to get more 
money but because that money represents things that they really 
believe need to be done in the interest of the United States. 

Talking of the interests of the United States, this information work, 
it would be wonderful if the state of the world were such that this 
Government did not need something like that. It is not something 
that one cheers about, but the state of the world is such and is getting 
“sucher”’ that this is an important arm of the United States 
Government. 

| just hope that you gentlemen will feel that the money asked for 
is legitimately and effic iently asked for and that they will be given the 
chance of doing this work. You probably have received a variety of 
reports—Senators have been on various committees of inquiry and 
there have been a lot of figures batted around to compare what the 
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Soviet Union does and what the Soviet bloc spends in this kind of 
work compared to what we spend. I do not think there is any figure 
that we can bring up and say, “This is it.’’ 

Our information is not that good. I would like to cite one example 
that I do know a little bit about. That is the Soviet germ warfare 
campaign. On that campaign alone they spent in excess of $50 
million just on the germ warfare campaign alone. 

Senator ELLenpER. Who did that, Russia? 

Mr. Jackson. Moscow ran it. 

Senator E.LenpEeR. Where did you get your figure as to the amount 
spent? 

Mr, Jackson. It was a calculation based on the number of radio 
programs monitored, the number of publications printed and dis- 
tributed, the number of conferences held. 

Senator E:uenper. All of which came to our attention. 

Mr. Jackson. Yes, all this coming to our attention. As you know, 
they conducted that campaign all over the world, not just mternally. 
They deliberately put it outside. That is the way they engage in 
this kind of work and money is no object and ruthlesses is no objection 
and as against that we have a relatively small, compact intelligent 
and truthful organization trying to interpret the policies and the soul 
and spirit of this country around the world at a time when it really 
needs it. ; 


IMPORTANCE OF SPECIALIZED INFORMATION AGENCY 


Chairman Bripers. May I ask you two questions, Mr, Jackson? 
Do you believe that the separation of this information service into a 
separate agency has improved its functioning? 

Mr, Jackson. Yes, sir. 1 think that USIA today is a considerably 
better outfit than it was before. I cannot say that is entirely due to 
the separation. I just would not know the answer, but I was one of 
those who was for the separation and I think the results have justified 
what those of us who were for it felt at that time. 

Chairman Brip@xs. You feel that they have eliminated a numbe 
of questionable personnel about which there has been such realistic 
and, | think, justifiable complaint, and that they now have a more 
sensible approach to probiems than in the past? 

Mr. Jackson. Unquestionably, I do not know the exact figure, 
but, as | understand it, since the new regime came, in over 2,500 people 
have been separated. Quite a few of those were locals, natives of 
foreign countries. That in itself, I think, was a wonderful operation 
because on a base of 10,000 or 11,000 people to eliminate over 2,500 
with the speed and the lack of fuss that was generated, I think is an evi- 
dence of good administration and good management. 

Chairman Bripggs. Senator Ellender? 


QUESTIONED USEFULNESS OF PROGRAM IN ALLIED PROPAGANDA AREAS 


Senator ELtenper. Mr. Jackson, are you familiar with the extent 
to which some of our allies, such as the French and English, are 
seeking to undermine this Nation in various parts of Africa? 

Mr. Jackson. Sir, when you say—you mean French Government- 
sponsored undermining? 
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Senator E.uenper. The French and English, yes; saying that we 
are too immature to lead the world. In other words, it is pure propa- 
ganda, emanating from the British press. Now I ran across a lot of it 
last year and it strikes me that something ought to be done at higher 
levels. Why should we be spending money on this program in order 
to fight propaganda that is being spread by our own allies? I am sure 
you ran across some of it. 

Mr. Jackson. That is true, Senator. 

Senator ELLenpER. Don’t you think something ought to be done 
on the higher levels so as to try to prevent such a thing happening? 

Mr. Jackson. I think, sir, that the State Department does make 
representations on that kind of thing. However, let us take the case 
of England. The British high level can say we do not control the 
British press. That is where you run into it. It is somebody else’s 
fault. There is no question about the fact that bad rumors—by “bad” 
| mean bad for the United States—are circulating in various areas of 
the world. 

Senator ELLeNpeR. I do know and I got it from my own repre- 
sentatives that we are spending quite a lot of money in order to fight 
such propaganda from people who are supposed to be our friends. 

Mr. Jackson. That is undoubtedly true. 

Chairman Bripers. Any questions, Senator Knowland? 

Senator KNowLanp. No, sir. 

Chairman Brivges. Senator Smith? 

Senator Smira of New Jersey. I would like to ask Mr. Jackson 
this. I gather from your testimony we are justified in supporting the 
so-called present Streibert program? 

Mr. Jackson. Yes. 

Senator Smiru of New Jersey. And you have full confidence in the 
work he has done and what he recommends for the coming year? 

Mr. Jackson. Yes. The program he has presented is one with 
which he and his men and his associates are completely familiar, it 
is not slapdash, it is not just putting down a lot of zeros and saying, 
“Let us put in for this.’”’ It is a carefully thought through program 
after a careful analysis of the problems all over the world and on an 
area-by-area basis after consultation with the field. Another thing 
Streibert has done is eliminate to a greater degree than I have ever 
seen it, the old fight between headquarters and the field which is 
probably more serious in this agency than anywhere else. He has 
managed to eliminate a great deal of this, bringing them in for con- 
sultations. There is a united intelligent plan that has been presented 
to you. 

Senator Samira of New Jersey. Thank you. I was interested in your 
views on that. You ought to know something about it. 

Chairman Bringes. Thank you, Mr. Jackson. 

Senator Smirx of New Jersey. I might say Mr. Jackson is one of the 
graduates of the intellectual hub of the universe. I was in at the time 
and I know I had a wonderful undergraduate. 

Chairman Brinces. What do you mean by “intellectual hub of the 
universe’’? 

Senator Smiru of New Jersey. Princeton University. 

(Whereupon, at 5:20 o’clock p. m., Monday, April 26, 1954, the 
subcommittee was recessed, to be reconvened at 2:30 p. m., Tuesday, 
April 27, 1954.) 
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TUESDAY, APRIL 27, 1954 


UnItTEp STaTEs SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 2 p. m., pursuant to recess, in room F-37, 
the Capitol, Hon. Karl E. Mundt, presiding. 
Present: Senators Saltonstall, Mundt, McCarran, and Magnuson. 


DEPARTMENT OF COMMERCE 
Civit ABRONAUTICS ADMINISTRATION 


STATEMENTS OF FRED B. LEE, ADMINISTRATOR, CAA; JAMES C. 
WORTHY, ASSISTANT SECRETARY FOR ADMINISTRATION; 
OSCAR H. NIELSON, BUDGET OFFICER, DEPARTMENT OF 
COMMERCE 


DISCONTINUING FACILITIES AND SERVICES 


Senator Munpt. The subcommittee will come to order. 

Mr. Lee, I have some questions I would like to direct to you. I 
think you can supply the information the committee wants just as 
well as Mr. Murray, who is absent. 

We have discussed briefly the difficulties which confront certain 
areas of the country as a consequence of discontinuing facilities and 
services, particularly low-frequency ranges, standby electric genera- 
tors, and communication stations. I have received a number of 
communications, as have other members of the committee, protesting 
the action of the CAA with respect to many of these services being dis- 
continued. 

I would like to inquire, Mr. Lee, whether since preparing your 
budget you have made any studies which would indicate that some of 
these services and facilities should be retained and, if so, how many 
and what would be their cost in the event the committee were to make 
the money available? 


DECREASE OF COMMUNICATION STATIONS 
Mr. Lee. Mr. Chairman, I would like to outline our program with 
respect to these three items which you have mentioned. 


As stated in our budget, we had planned to eliminate 41 out of 451 
communication stations, Also, 78 out of 374 low-medium frequency 
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radio ranges would be eliminated; and lastly, we planned to discon- 
tinue 575 out of 1,258 standby engine generators which provide auxil- 
iary power for our facilities. 


SITUATION ON TRAFFIC-CONTROL TOWERS 


Senator Munpr. There is also a matter of 23 traffic-control towers; 
is that right? 

You talked about eliminating those? 

Mr. Ler. No, sir. We are eliminating only two traffic-control 
towers; namely, those at Lynchburg, Va., and Pocatello, Idaho. We 
are transferring 1 tower to the Department of the Air Force, so there 
are 2 airport traffic-control towers that are being discontinued. 

I believe that the matter to which you have reference is outlined on 
page 381 of our budget estimate and relates to the consolidation of 
control towers and communication stations with the resulting more 
efficient operation of the two. 

Senator Munpr. If you will address yourself, then, to the other 
three items. 

Mr. Lex. At the time of the preparation of the present estimate, 
we were faced with the need for making certain savings in our annual 
expenditures and, in doing so, we looked at all of our facilities and 
adopted certain methods by which we could at least keep the basic 
airway system that we have for instrument flight operations virtually 
intact. 

COMMUNICATION STATIONS 


In discontinuing the communication stations, we studied each 
station, and the facilities which were to be discontinued were chosen 
on the basis that communications at minimum instrument altitudes 
could be provided at adjacent locations. 

I would like to point out that our communication stations and our 
low and medium frequency ranges provide not only for instrument 
flight operations but also for visual flight operations. We felt that it 
was essential that we keep the instrument flight facilities intact, and 
we removed those that were not required for instrument flight down 
to the minimum instrument altitudes. 


LOW=-MEDIUM=FREQUENCY RANGES 


That was the same principle which governed our study of the dis- 
continuance of low-medium-frequency ranges. 

However, in studying those, instead of being able to take out 78, 
we find that there are only 33 which can be discontinued without sub- 
stantial interruption of our service. There is a balance of 52 which 
we, at the present time, feel are required for the airways system. 


ENGINE GENERATORS 


Lastly, on the engine generators, we plan to discontinue 575 at 
locations where commercial power was available, leaving the units in 
operation where there were substantial aeronautical needs that 
should not be interrupted under any circumstances. 

Mr. Chairman, I believe you asked me the cost. 
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RETAINING SOME SERVICES AND FACILITIES 


Senator Munprt. I asked you whether, since preparing your budget, 
you had some hearings in the field, and you made some additional 
studies, and whether they indicated some of the services and facilities 
should be retained in the interest of the aeronautical service. 

Mr. Ler. In all these areas, Mr. Chairman, we have had hearings 
in the field and they have brought out quite forcefully what we did 
anticipate, that a discontinuance of facilities for a visual flight opera- 
tion was resulting in some 


COST TO CONTINUE ITEMS SCHEDULED FOR ELIMINATION 


Senator Munpr. What would be the cost of reinstating those 
services Which your field studies indicate are desirable or necessary? 

Mr. Ler. With regard to the communication stations, we have 
already programed the discontinuance of 4 out of 41, leaving 37. ‘The 
estimate of the cost of operating those 37 for fiscal year 1955 would be 
$1,177,081. For operating the 52 additional low-medium frequency 
ranges which were studied but which were found to be necessary for 
the system, we would require $284,019. 

Senator McCarran. Did I understand there were four eliminations? 

Mr. Ler. In the communication stations. 

Senator McCarran. Which were closed down? 

Mr. Lepr. Yes, sir. 

For the operation of the 5 


75 standby engine generators, we would 
require $363,161. 


Senator Munpt. How much would it cost to maintain all of your 
present facilities you now have? 

Mr. Ler. The total of the figures which I gave is $1,824,261, which 
would cover the facilities which I have mentioned. 


COMMUNICATION STATIONS CLOSED 


Senator Munpr. Where are the four you propose to close? 

Mr. Ler. The four communication stations that we have closed, 
Mr. Chairman, are located at Coeur D’Alene, Idaho; LaGrande, 
Oreg.; Rodeo, N. Mex.; and Superior, Mont. 

I have an exhibit which will show the place names of the 41 stations 
which includes these 4 as well as the 37 others. 

Senator Munprt. I think that is the exhibit handed me here. Civil 
Aeronautics Administration, ‘Operation of Federal airways, salaries 
and expenses 1955,” listing them. 

Mr. Ler. Yes. 

Senator Munoprt. I suggest that be incorporated as part of the 
record. 

(The exhibit referred to follows:) 


Civi AERONAUTICS ADMINISTRATION OPERATION OF FEDERAL AIRWAYS— 
SALARIES AND Expenses 1955 
AERONAUTICAL COMMUNICATIONS STATIONS 
To accomplish economies as reflected in the 1955 budget estimate now pending 
congressional approval, some 41 interstate aeronautical communications stations 


operated in 1954 will have to be discontinued. Although some loss of local 
communications services will result from this action, the removal of these 41 
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stations from our system has been predicated upon the fact that adequate com- 
munications for instrument flight can be provided from the remaining facilities 


Anniston, Ala. LaGrange, Ga. 
Bradford, Ill. Lamoni, lowa 
Brunswick, Ga Lexington, Nebr. 
Cadillac, Mich Lincoln, Nebr. 
Carlsbad, N. Mex Lone Rock, Wis. 
Coeur d’ Alene, Idaho ! Marfa, Tex. 
Cotulla, Tex. McAlester, Okla. 
Dodge City, Kans Melbourne, Fla. 
Dyersburg, Tenn. Mineral Wells, Tex 
Kk] Dorado, Ark. Montpelier, Vt. 
Elizabeth City, N.C Ontario, Oreg. 
Evergreen, Ala. Ottumwa, Iowa 
Fayetteville, Ark. Pellston, Mich. 
Findlay, Ohio Philip, 8. Dak. 
Front Royal, Va. Pine Bluff, Ark. 
Gladwin, Mich. Rodeo, N. Mex.! 
Glens Falls, N. Y. St. George, Utah 
Gooding, Idaho Selinsgrove, Pa. 
Grantsburg, Wis. Superior, Mont.! 
Hickory, N. C. Walnut Ridge, Ark. 
La Grande, Oreg.! 


1 Stations already closed 


In planning economies for 1955, a savings of $1,021,556 is reflected in the 
budget as a result of discontinuing stations. The average cost of these facilities 
is $31,813. The full year cost for the 41 stations is $1,304,333. 

Kach communication station was individually studied and facilities to be dis- 
continued were chosen on the basis that communications at minimum instrument 
altitudes could be provided from adjacent locations 


FEDERAL AID AIRPORTS PROGRAM 


Senator Munpr. Does the budget carry any request for funds for 
the Federal airports program? 

Mr. Lex. No, sir. The budget as submitted now before the com- 
mittee does not include any such request. 

Senator Munpr. Do you believe that such a request should be 
presented in the form of a supplemental budget? 

Mr. Ler. The Department of Commerce has submitted an estimate 
to the Bureau of the Budget for Federal aid funds for fiscal year 1955. 


CRITERIA USED IN CLOSING COMMUNICATION STATIONS 


Senator Munpvt. In selecting the locations to be discontinued, what 
criteria did you use in developing your recommendation? 

Mr. Ler. In selecting the communication stations, Mr. Chairman, 
we kept in those that were necessary for instrument-flight conditions. 
We have listed here stations which are primarily aimed at providing 
facilities for visual flight rule traffic. 

The services which these stations provide are essentially for the 
smaller planes, the planes which are not equipped for instrument- 
flight, or where the pilots are not equipped to fly instruments. 

Senator Munpr. Don’t you believe stations of that kind are neces- 
sary to protect the civilian flying and occasional military craft which 
are off their courses? 

Mr. Lex. They do provide a very important service. Of course, 
any communications service such as this which would be available 
below instrument altitudes naturally does contribute to safety. 
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EFFECT ON AVIATION SAFETY WITH REDUCED FACILITY 


Senator Munpr. In your opinion, what will be the effect on avia- 
tion, civilian aviation, primarily, from the standpoint of safety if we 
close down these stations? 

Mr. Lee. Mr. Chairman, safety is naturally affected by discon- 
tinuing this service, particularly for the small-plane pilots and for 
those who do not want to fly under instrument conditions. These 
communication stations enable them to communicate at the altitudes 
where they are flying below the weather and particularly in moun- 
tainous territory. It gives them certain navigation aids which might 
not otherwise be available. 

Senator Munpt. So, they do contribute to safety. 

Mr. Ler. Yes, sir. 

Senator Munpt. Is it not true that a changeover to this new 
method of instrument is a complete operation and pretty expensive 
insofar as an ordinary civilian pilot flying in from a ranch in Elko, 
Nev., or P hillips, S. Dak.., might be concerned? 

Mr. Ler. The cost of the airborne equipment to use the very high 
frequency omni directional range is more than that to use the low- 
medium frequency ranges. 

Senator Munpr. Is it also not true that what we call farmer 
flyers, civilian flyers, safety air-patrol volunteers do not now have 
planes which are equipped with this new type equipment? 

Mr. Len. Mr. Chairman, I can only give you total figures. There 
are approximately 19,000 VOR receivers installed in the civilian 
planes of the United States out of a total of about 50,000 to 52,000 
active aircraft. 

Senator Munpr. That would be a little over 20 percent, something 
in that neighborhood, if I have the figures correct. 

Mr. Lun. Less than 40 percent, sir. 

Senator Munpr. Don’t you feel that in order to give these people 
who are businessmen and farmers and private fliers, the proper safety 
protection during the time it might take them to wear out their plane, 
make a transfer for a new plane, put in the proper equipment, that the 
Government has an obligation to provide adequate safety in facilities 
to fliers who purchase their planes under one set of circumstances, 
and then find some of their safety devices deprived them? 

Mr. Len. I think it is largely a question of timing. We have 
planned for some years to replace to a large extent the old low- 
frequency system with a VHF system. However, due to the limita- 
tions of VHF radio propagation, which does not go around corners or 
over hills into valleys, we had planned on permanent continuation of 
some low-medium-frequency facilities. 

The transition period from cutting back on our low-medium fre- 
quency facilities is naturally a difficult one. 


PERCENT OF PRIVATE FLIERS USING INSTRUMENT CONTROLS 


Senator Munpt. What percentage of these private flyers are quali- 
fied to utilize these new instrument controls even providing they had 
them in their planes? Do they have to get some special training for 
that, or is that something that anybody who steps into a cockpit can 
do? Can anybody utilize them? 
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Mr. Lex. There is a very small percentage of private pilots who are 
qualified to fly on instruments. It is less than 10 percent. 

Senator Munpr. Less than 10 percent are now qualified? 

Mr. Les. Yes. They can use these radio aids without having a 
special instrument ticket as we call it, a special qualification slip. 

Senator Munpt. If we were to provide for this sharp decrease and 
safety facilities, we would not place certain pilots in jeopardy because 
their planes are not equipped properly, but even those who had the 
money so that they could make the equipment availble for themselves 
would lack the experience, the know-how and technical training to 
utilize them without some special preparation. Is that right? 

Mr. Len. Yes. The lack of pilot qualification to fly on instru- 
ments is one thing that gives us a great deal of concern. 

Senator Munpr. If we were not to diminish in any way the safety 
facilities now available and navigational facilities now available to 
American civilian pilots, how much more money would you have to 
have in the budget than you now request? 

Mr. Ler. Talking about the domestic facilities particularly 

Senator Munpr. In the continental United States. 

Mr. Lex. Yes, sir; we naturally do have certain changes each year 
in continuing the same type of facilities. 


ADDITIONAL FUNDS REQUIRED TO CONTINUE FACILITIES 


Senator Munpr. But to answer the question directly, not to dim- 
inish in any way the safety facilities available even though you make 
some changes, not to diminish the safety facilities in any way to Ameri- 
can civilian pilots, how much money would you need more in the 
budget than you are now requesting? 

Mr. Lex. The estimate of $1,824,261 would permit the continuance 
of the facilities which I outlined. There would be four communica- 
tion stations discontinued. There would be 33 low-medium frequency 
ranges discontinued where we don’t think they materially affect 
safety. The latter have been processed through the regional airspace 
committees. 

Senator Munpr. Does that include the 41? 

Mr. Lex. This would include 37 stations. 

Senator Munpr. I thought the chart had 41. 

Mr. Lex. But four have been discontinued. 

Senator Munpr. Let me see if | have the picture clearly. 

All the Government is going to save, if we place in jeopardy these 
50-odd-thousand civilian pilots is approximately $1 million a year? 

Mr. Len. $1,800,000. 

Senator Munpr. It occurs to the Chair that we are placing a lot 
of pilots in jeopardy, Senator McCarran, for a very small saving. 

Senator McCarran, do you have any questions? 


QUESTIONED JUSTIFICATION FOR STATIONS ALREADY CLOSED 
Senator McCarran. You are eliminating four stations. Is that 


right? 
Mr. Len. We already have. 
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Senator McCarran. It is the desire of all of us to see that proper 
facilities are placed at the disposal of all of those who utilize planes, 
private flyers who utilize their own planes. I notice the elimination 
as read was in locations where farmers and others who utilize those 
planes utilize them the most. In other words, largely in the West— 
Montana, Idaho, and some of those States. What are the other two 
States? 

Mr. Len. Oregon and New Mexico. 

Senator McCarran, In that region where the largest farm holdings 
exist and where the farmers use their planes most, you eliminate those? 

Mr. Lee. That is correct. 

Senator McCarran. These eliminations are done largely for a 
matter of economy, are they not? 

Mr. Leg. Yes, sir. 

Senator McCarran. They were put in originally because it was 
thought they were needed, is that right? 

Mr. Lew. Yes, sir. 

Senator McCarran. Now you don’t say they are not needed. You 
just say that “we can eliminate them and thereby economize.” 

If you are going to economize at the expense of safety, it doesn’t 
seem to me to be a very good method of economizing. 

Senator Munpr. Why were these installations made in the first 
place? 

Senator McCarran. They were made because they were thought 
to be needed. 

Mr. Ler. That is correct. I think there are certain technical 
developments which every year may make certain changes in the 
system necessary, and these four stations that have been discontinued 
are the ones where we felt the technical deve lopments in communica- 
tions and the increasing reliability of communications from adjacent 
stations would fill the need. 


COMMENTS ON STATE OPERATIONS OF LOW-FREQUENCY-RANGE STATIONS 


Senator Munpr. | would like to know whether you know of any 
plans for State aeronautical agencies taking over the operations of 
existing CAA low-frequency-range stations? 

Mr. Les. There are several under consideration, Mr. Chairman. 
The States of New Hampshire and Minnesota have taken steps in 
assuming the operation of radio aids at locations where the ven 
of activity was not such as to warrant, in our minds, Federal financing. 

Senator Munpr. In other words, some preliminary steps have 
been taken, but no arrangements have been fully consummated? 

Mr. Ler. That is correct. 

Senator Munpr. At this point, I would like to insert in the record 
by unanimous consent, another chart supplied by CAA showing the 
combination of airport traffic control towers. 

(The information referred to follows 
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Crv1t AERONAUTICS ADMINISTRATION OPERATION OF FEDERAL AIRWAYs, SALARIES 
AND EXPENsEs, 1955 


COMBINATION OF AIRPORT TRAFFIC CONTROL TOWERS AND COMMUNICATIONS 
STATIONS AT 23 LOCATIONS 


Akron (municipal), Ohio Phoenix, Ariz. 
Baltimore (International), Md. Rochester, N. Y. 
Boise, Idaho Sacramento, Calif. 
Bristol (Tri-City), Tenn. Savannah, Ga. 
Charleston, 8. C. Sioux Falls, 8. Dak. 
Daytona Beach, Fl: Springfield, Il. 
Evansville, Ind. Springfield, Mo. 
Fort Wayne, Ind Syracuse, N. Y. 
Fresno, Calif. Tampa, Fla. 
Knoxville, Tenn West Palm Beach, Fla. 
Lubbock, Tex. Wheeling, W. Va. 
Medford, Oreg 


Senator Munpr. Mr. Chairman, I would like to read into the record 
letters directed to me by the Honorable Sigurd Anderson, Governor 
of the State of South Dakota, and Mr. L. V. Hanson, Director of 
Aeronautics, South Dakota Aeronautics Commission. 

During the past 4 years as Governor of the State of South Dakota 
Sigurd Anderson has done a great deal of traveling within the borders 
of our State by air. As such he has developed a considerable degree 
of real appreciation for the problems faced by private aviators and 
feels along with them the necessity of retaining existing voice and 
navigational aids. Recognizing that agriculture and business are 
becoming more dependent on personal aircraft each year for their 
transportation needs, Governor Anderson feels very rightly that this 
segment of aviation must not be placed in a category below that of 
commercial air carriers. 

The fact that private flying for business reasons is on the increase 
is attested to by the letter which I am presenting from Mr.L. V. 
Hanson who also raises the important point that a healthy private 
aviation provides a very necessary support for military aviation. 

(The letters referred to follow:) 

Prerre, 8. Dak., April 20, 1954. 
Hon. Karu E, Munopt, 
United States Senate, 
Washington, D. C. 

Dear Kart: Our State Director of Aeronautics has on several occasions during 
the past vear requested that I give consideration to, and make recommendations 
concerning controversial issues pertaining to general aviation (private flying) on 
which the aeronautics commission has taken a definite stand. The problems 
involved have pertained particularly to actions of the Department of Commerce 
and its Civil Aeronautics Administrator. 

I have also been approached by members of the Flying Farmers and others who 
use aircraft and consider them as a part of their necessary equipment, asking 
that I give my support to them in their objections to what they feel is a slackening 
of service and efforts designed to improve facilities used by light aircraft. 

As Governor of South Dakota, I have, during numerous trips by air, observed 
the real necessity for continued efforts in maintaining all existing aids to aerial 
navigation which are so important for the safety and utility of light aircraft 
This segment of aviation must not be placed in a category below that of com- 
mercial air carriers. Agriculture and business are becoming more dependent 
on the personal aircraft each year. According to information received from our 
aeronautics commission, general aviation in South Dakota has increased steadily 
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since 1948, with agricultural, business, and charter flying comprising the major 
portion of our flying activities. You are, I am sure, well aware of the excellent 
performance of South Dakota aircraft owners during emergencies. 

Our director of aeronautics has, with the approval of the aeronautics commission 
and my office, directed numerous letters and statements, and has made personal 
appearances before proper authorities in an effort to show cause for the retention 
of all existing low frequency navigational and voice radio aids in South Dakota 

Other problems which have caused considerable concern and some expense to 
our flying public, are the recent changes in the phonetic alphabet, changes from 
statute miles and miles per hour to nautical miles and knots per hour, and the 
change from 3105 kiloecycles to 3023.5 kilocycles as an air-to-ground radio 
frequency. 

The most recent problem facing light aircraft users is the recommendation by 
the United States Department of Commerce, which, if approved by Congress 
would make funds available for airports of greatest national aeronautical impor 
tance. ‘This appears to eliminate airports for smaller communities, where aircraft 
are so necessary both from the standpoint of interstate and intrastate air traffic. 

The Department of Commerce has also recommended to the Bureau of the 
Budget amendments to the Federal Airport Act which would increase the present 
25-percent discretionary funds to 50 percent. This would provide for making 
only one-half of the funds available for allocation to the States. 

Our aeronautics commission has, with funds made available by the State legis- 
lature, developed a small airport program, but does need a fair share of Federal 
aid for the proper development of new airports in the State. 

I sincerely solicit your continued support of Federal legislation, rules, and 
regulations which are designed to properly foster and develop general aviation 

With best wishes, I am 

Sincerely yours, 
SIGuRD ANDERSON, (overnor, 


Soutn DaKxora AERONAUTICS COMMISSION, 
Pierre, S. Dak., April 21, 1954. 
Hon. Karu BE. Munopt, 
United States Senator, 
Senate Office Building, Washington, D. C 

Dear Senator: In answer to your question pertaining to the increase in 
private aviation and air travel, we wish to advise that there has been a substantial 
increase in agricultural, business, and charter flying since 1948. 

Pleasure or Sunday flying has become secondary; although, it is natural that as 
with the automobile, airplanes used for business are also used for pleasure. 

I regret that we cannot give you percentagewise, the amount of such increases. 
During the past 3 years, however, more people in South Dakota have come to 
realize new benefits may be derived in agriculture and business from owning or 
chartering aircraft. Aerial ambulance service is also increasing. 

We believe that the new benefits being given the public through general aviation 
rives rise to a need for additional services and facilities for this type of aviation 
rather than a reduction. 

Another item which should be given serious consideration by every Member of 
Congress is definite fostering of private or personal flying to support military 
aviation. As you well know, military aviation is having difficulty in securing 
sufficient cadets for filling their aviation cadet programs. State aviation officials 
throughout our country feel that this serious problem may be overcome with more 
active civil aviation progress. 

The decommissioning or discontinuation of services such as the navigational or 
voice low frequency equipment at Philip, Pierre, and Watertown, would be a step 
backward. ‘The small airplane people operate many more thousands of airplanes 
than do the airlines and in doing so, have business reasons which are just as 
important as those traveling commercially. It seems to be a clearcut case of 
reducing services that primarily affect the itinerant, nonscheduled airman and the 
many nonflyers who ride with him. We do not intend that this be a criticism of 
commercial airlines but on the other hand, we do feel that general aviation is now 
of sufficient importance to justify fully as much consideration as they do. Com- 
pare this with the automobile and bus or truck lines. 
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It appears that Commerce partioneny and CAA are practicing economy for 
economy’s sake and placing safety for our public who fly and use light aircraft in 
a secondary position. 


We sincerely appreciate the interest you and your colleagues have shown in our 
aviation problems 

With best personal regards, I am 

Sincerely, 
L. V. Hanson, 
Director of Aeronautics. 

P. 5S. Although, I do not have specific recommendations at this time, the cur- 
tailment of aviation Weather Bureau service, could become a serious problem 
May I also add that recent recommendations for funds for a Federal airport 
program would make them available for airports of greatest national aeronautical! 
importance and apparently not for small communities. Our light aircraft ar: 
used extensively for interstate as well as intrastate travel. Such recommendations 
would seem to be rather discriminatory. 


ini, HH. 
QUESTIONED NEED FOR LEGISLATION ON FAAP 


Senator Munpr. The Chair will now turn the gavel over to Senator 
McCarran, because the present Chair has other duties to attend to 

Senator McCarran (presiding). Before you go, I think you asked 
Mr. Lee if there was a proposed budget for the construction of 
airports. 

I think your statement, Mr. Lee, was that such a program had 
been proposed but would not come out of the budget. Is that right? 

Mr. Lee. Yes, that is right. 

Senator McCarran. I will put this question to the Assistant 
Secretary, Mr. Worthy: Has it been stated in your presence, or to 
you, or has it come to you in any way that the presentation of this 
proposed budget for the construction of airports in accordance with 
the airport law depended on whether or not Congress passed certain 
legislation? 

Mr. Worrny. It has not come to my attention, sir. 

Senator McCarran. It might be well for you to look into that 

It has come to me that that statement has been made. Whethe: 
or not we would get a budget for the construction of airports depended 
on how Congress looked upon certain legislation. Whether that b 
true or not, | don’t know, but I have heard it said. I would like to 
have you look into it. 

Mr. Worrny. I will, sir. 

(The information referred to follows:) 


LETTER FROM UNDER SECRETARY FOR TRANSPORTATION ROBERT MURRAY 
ON FEDERAL AIRPORT PROGRAM 


Tue Unper SecRETARY OF COMMERCE 
For TRANSPORTATION, 
Washington 25, May 6, 1954. 
Hon. Stytes BripGes, 
( ‘hairman, Senate ‘Appropriations Committee, 
United States Senate, Washington 25, D. C. 


Dear Senator Brinvges: This letter is in response to a question addressed t: 
Mr. James C. Worthy, of this Department, in the course of the hearings befor 
your committee on this Department’s appropriations. This question was raised 
by Senator McCarran in connection with the Federal-aid airport program an 
appears on page 1338 of the transcript. 

In response to that question, I am indicating below the present status of the 
Department’s action on the airport program. 
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On May 3, 1954, this Department submitted to the Congress recommended 
legislation to amend the Federal Airport Act in several respects. The nature and 
purpose of these amendments was made clear in the letters of transmittal addressed 
to the President of the Senate and Speaker of the House on that date. This 
Department believes that enactment of this legislation is highly desirable, and 
would assure the maximum effectiveness of the Federal-aid airport program. 

However, it has not been contemplated by this Department that the submission 
of an appropriation request for the airport program would be made contingent 
upon enactment of the legislation which we have recommended. Our request 
for a supplemental appropriation for fiscal year 1955 to reactivate this program 
has been pending before the Bureau of the Budget. It is our understanding that 
a supplemental appropriation request for this purpose will be forwarded by the 
Bureau of the Budget to the President for his consideration very shortly. 

Sincerely yours, 


Rosert B. Murray, Jr. 
STUDY OF OPERATING FACILITIES AT SHEMYA AND COLD BAY 


Senator McCarran. Senator Magnuson? 

Senator Magnuson. Mr. Lee, what I wanted to ask you about 
which several of us are vitally interested in is the whole North Pacific 
and the question of Shemya. The Air Force has said, in effect, that 
they do not think they want to operate there. They have decided 
they don’t want to continue their operations coastwise. I was wonder- 
ing whether the Secretary of Commerce had made any decision yet. 
He told me about 3 weeks ago he was actively looking at the matter, 
and I am wondering whether anything can be said on that. 

Mr. Ler. As I testified before this committee before, in my opinion 
the continued operation of the North Pacific route would require either 
Shemya to be operated or Thornborough Air Force Base at Cold Bay; 
either the one or the other. 

We have since made further study of the situation there and have 
had our people in Alaska actually visit the Cold Bay installation to 
determine the practicability of its operation at a reasonable figure 
through fiscal 1955. 

We are now in possession of material on the operation of that base 
which I would like to say would penalize the Boeing 377 operation of 
Northwest Airlines to a certain extent, but would be a base for a good 
operation with the new equipment which Northwest will have within 
the next year. 

Senator Macnuson. You have Canadian Pacific going through 
there, too. I just received last week word that Scandinavian Airlines 
are going to try to use that over the top. I think it would be very 
disastrous regardless of who uses it. I think you agree with me it 
would be disastrous to close that North Pacific route. Even the 
Post Office Department will tell you they save more money over this 
route. 

Mr. Ler. I believe they save somewhere in the neighborhood of 
$300,000 a year. 

Senator MaGcnuson. Just what it cost to operate. 

I have talked to the Air Force again, and they will stand by until 
we can resolve this matter. But Senator Cordon and Senator Thye, 
Senator Young, Senator Dirksen, and myself naturally are interested 
in that. I think this committee would look with some favor on some- 
body coming up and asking us to do something about keeping it 
open. 


45431—54—-pt. 2-16 
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Mr. Ler. We have prepared a great deal of factual information on 
the operation of Cold Bay with the idea that it is potentially the 
soundest long-term eastern terminal of the North Pacific route to the 
Orient. 

Senator Macnvuson. That is 900 miles east of Shemya. 

Mr. Ler. Yes, sir; 954 statute miles, 828 nautical miles from 
Shemya. ‘The distance from Cold Bay to Tokyo is 2,982 by statute 
miles which, with either a DC—6B or a Lockheed 1048—C, can be 
flown without any penalty. 

Senator Macnuson. One way? 

Mr. Ler. Yes, sir. 

Senator Magnuson. I would not want to take off from Cold Bay 
coming the other way without knowing that there is a place to land. 

Mr. Ler. Cold Bay has reasonably good weather conditions. 

Senator MaGcnuson. Shemya is the end of the Aleutians. It is a 
flat island next to Attu. Ido not know that we have ever abandoned 
an international group. I think it would be disastrous. Three years 
ago they wanted to do the same thing, and we finally persuaded them 
to keep it open. They did, and then Korea broke out. It was the 
best and busiest airport in the Pacific. So I do hope that we can work 
this out. 

1 understand the problem. It is a problem of who takes it, but | 
do hope we can work it out. 

Mr. Ler. I think we will be prepared to proceed very rapidly on 
the Cold Bay situation. 

Senator Magnuson. You are making some kind of a long-range 
program on this for that whole route? 

Mr. Ler, Yes, sir. 

F Senator Magnuson. Which would include the problem of Cold 
Bay and Shemya? 

Mr. Lee. It would include Cold Bay. 

Senator Maanuson. Not Shemya? 

Mr. Lee. That is right. 

Senator Magnuson. If the equipment is right, then Cold Bay 
could work just as well? 

Mr. Les. Yes, sir. We are planning the equipment that would 
be necessary for an all-weather operation at Cold Bay for long- 
range aircraft. 

Senator Maanuson. The Navy has Adak, which they are spending 
a lot of money on. 

Mr. Leg. Yes, sir. 

Senator Magnuson. Which is about 400 miles farther on. 


COMBINED COMMUNICATION OPERATIONS AT SAN FRANCISCO 


Another thing I wanted to talk to you about is the removal of the 
CAA from Seattle to San Francisco. 

Mr. Ler. On April 20, 1954, we combined our overseas foreign 
aeronautical communication stations on the west coast at San Fran- 
cisco. That included the operation at Seattle, and the one that has 
been operated in San Francisco. The proposition has been under 
study since 1953 with the idea that this would be a possible way of 
saving funds and still providing service. 
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We have had the operation combined at San Francisco for about 
a week. 

Senator Magnuson. Are you saving money? 

Mr. Lex. Yes, sir. 

Senator Maenuson. If I could show you that you were not saving 
money, would you change your mind? 

Mr. Lex. I would like to find out if we are not. The figures which 
| have would indicate that we are. 

Senator Maanuson. I will not belabor the point, but I will send 
to you sort of a brief on the matter which the people who seem to 
think they know something about this say you are not saving money. 

Mr. Lux, I would be glad to study that. 

Senator Maanuson. I don’t know why you are always leaving the 
Pacific Northwest for San Francisco because you are relaying messages 
all the way from Anchorage back down and then back up. 

Mr. Ler. Yes, sir. The point-to-point radio teletype goes from 
San Francisco to Anchorage and they relay the messages by land 
lines from San Francisco to Seattle. 

Senator Magnuson. I will send you that data and see what we 
can do about it. 

FrpeRAL-Aip AIRPORTS 


LETTER ON SANTA MARIA, CALIF., AIRPORT 


Senator McCarran. I have a Jetter which I would like to read an 
excerpt from and see if you can throw any light on it. This is from 
the Santa Maria Public Airport over the signature of James F. 


Brians, manager. He says: 


In our specific case, we have received no Federal aid since acquisition of the 
airport was made through War Assets Administration in 1947. We would prefer 
not to ask any agency for funds if it were not absolutely necessary to do so. 

The Santa Maria Public Airport recently made a request to the Commerce 
and Defense Departments for a release of the recapture clause on a portion of 
its land for industrial development. This request was approved by the Com 
merce Department, but then denied by the Navy Department. 


| wonder if you can give us any late information on it. 

Mr. Lex. Senator, I am afraid I cannot give you that information 
right here. I would be glad to review the facts and give you a full 
report on it, sir. 

Senator McCarran. The letter has been placed in my hands here, 
and I am just reading an excerpt from it. 1 am not acquainted with 
the situation at all. It sounds to me as though it was something 
that might deserve attention. 

Mr. Lex. Yes, sir. Under the Airport Act, as you know, we have 
authority to release public lands under some circumstances. I 
would be glad to look into that. 

Senator McCarran. He states that the Commerce Department 
acquiesced but the Navy did not. 

Mr. Ler. Yes, sir. 

Senator McCarran. So perhaps you will be able to find out for us. 

Mr. Len. I will be glad to, sir. 

Senator McCarran. This letter will go into the record at this 
point. 

(The letter referred to follows:) 
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Santa Marra Pusuic Arrport, 
Santa Maria, Calif., April 8, 1954 
Senator Stytes Bripces, 
Chairman, Senate Appropriations Subcommittee, 
Senate Office Building, Washington 25, D. C. 


Dear Senator Brivces: The Santa Maria Public Airport Committee hereb) 
goes on record as being in favor of the Federal-aid-to-airports program included 
in the appropriations bill for the Commerce Department. 

We approve Federal aid in general, for we believe that all airports of class IT] 
and over are an integral part of our national defense system, and that they are a 
vital part of our national interstate commerce transportation system. We, there- 
fore, believe that the local communities who are supplying the terminal points 
for this national system be in some way compensated. 

In our specific case, we have received no Federal aid since acquisition of the 
airport was made through War Assets Administration in 1947. We would prefer 
not to ask any agency for funds if it were not absolutely necessary to do so. 

The Santa Maria Public Airport recently made a request to the Commerce and 
Defense Departments for a release of the recapture clause on a portion of its land 
for industrial development. This request was approved by the Commerce De- 
partment, but then denied by the Navy Department. 

As I understand it, the Navy Department’s reason given to us was that the 
airport was scheduled for an eventual rehabilitation. I take this to mean during 
a time of extreme emergency. It seems logical then for the local authorities to 
assume that the Navy Department has a definite interest in our airport. We 
have been curtailed by them in obtaining operating funds through industrial 
development. We, therefore, feel that the Federal Government should aid us i: 
maintaining this facility. 

Enclosed is a copy of a letter from R. H. Fogler, Assistant Secretary of th 
Navy, showing that the Navy has a definite interest in our airport. 

Sincerely yours, 
James F. Brians, 
Manager, Santa Maria Public Airport. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 2, 1954, 
Mr. James F. BrIANs, 
Manager, Santa Maria Public Airport, 
Santa Maria, Calif. 


My Dear Mr. Brians: This is in reply to your letter of February 5, 1954, 
concerning the release of a portion of the land at the Santa Maria Public Airport 
from the operation of a recapture clause contained in the Government’s deed to 
the city of Santa Maria and the county of Santa Barbara. I regret the long 
delay in acknowledging your letter. However, I did not wish to reply until 
after the Navy had had an opportunity to review the problem thoroughly. 

The Santa Maria Public Airport, as it now exists, is a valuable national defense 
asset. Its land area is of such size that the airport could be readily expanded in 
time of emergency without any further acquisition of land. Also, the fact that a 
large portion of the airport property has not been improved by buildings and other 
structures means that the hazards to the safe operation of aircraft would be re- 
duced to a minimum should the airport be utilized for military purposes. If the 
land in question should be developed industrially, these two elements, now 
contributing so greatly to the military value of the airport, would be dissipated 

The current planning for the mobilization utilization of the Santa Maria Publi: 
Airport by the Navy envisages a larger operation than that contemplated in 195! 
when the Navy negotiated with the city of Santa Maria for the reactivation of 
the airport as @ naval installation. While, under the conditions existing in 1951, 
it might have been conceivable for the Navy to consent to the relesae of the re- 
capture clause, to do so now would be inconsistent with the accomplishment of 
the mobilization assignment of the airport. 

For these reasons, therefore, the Department of the Navy has concluded that 
the land in question should not be excluded from the recapture clause. 

I realize that there is an unemployment problem existing in Santa Maria, and | 
appreciate the difficulty faced by the city and county in placing the operation of 
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the airport on an economical basis. I regret, therefore, that, in order to preserve 
the mobilization value of the airport, | cannot approve the request for the modi- 
fication of the recapture clause. 
Sincerely yours, 
R. H. FoaiEr, 
Assistant Secretary of the Navy 


LerrerR OF Civit AERONAUTICS ADMINISTRATOR ON Stratus OF SANTA MARIA, 
CaLiF., AIRPORT 
May 3, 1954. 
Senator Par McCarran, 
United States Senate, 
Washington 25, D. C. 

Dear Senator McCarran: During the hearing on the Commerce appropria- 
tion bill you requested that you be supplied with a report on the request of the 
city of Santa Maria, Calif., and the county of Santa Barbara, Calif., for the release 
of certain property at the Santa Maria Airport from the national emergency use 
provision of the pertinent quitclaim deeds relating to the transfer of the airport 
from the United States to the county of Santa Barbara. 

A request was made by the city and county on October 23, 1953, to our Los 
Angeles regional office for the release from the national emergency use provision 
of the pertinent quitclaim deeds of 444,634 acres of land at the Santa Maria 
Publie Airport and the entire water and sewer system. ‘The Los Angeles regional 
office recommended that the request be granted and forwarded same to 
Washington. 

On December 15, 1953, and pursuant to Public Law 311, the Department of 
Defense was requested to supply me with its views regarding the granting of the 
request. 

On March 29, 1954, Mr. Franklin G. Floete, Assistant Secretary of Defense, 
Properties and Installations, advised that the Department of Defense could not 
favorably consider the proposed release since the preperty involved comprises a 
substantial portion of the airport. Mr. Floete further advised that from the 
Defense Department’s viewpoint the mobilization capacity of this airport would 
be materiaily reduced by the release of this acreage and a substantial expenditure 
would be required to restore its potential in the event of future need. In this 
connection, it may be pointed out that the request of the city and county was for 
release of the Government’s right to use the property listed above during a period 
of national emergency which right of course is of vital interest to the Defense 
Department. 

Our Los Angeles regional office has been advised of the position taken by the 
Defense Department and requested to convey this information to the city of 
Santa Maria and the county of Santa Barbara. The regional office was also in- 
structed to advise the city and county in view of the position of the Department 
of Defense that we could not grant their request at this time. 

If I can be of any further assistance, please call on me. 

Sincerely yours, 
F. B. Les, 


Administrator of Civil Aeronautics. 
CAA OPERATED AIRPORTS 


Senator Magnuson. How many airports does CAA operate inter- 
nationally? 

Mr. Ler. We have specific authority to operate as airports, Wash- 
ington National Airport, and Anchorage and Fairbanks airports. In 
addition, we operate certain facilities, such as Canton Island and 
Wake Island. 

Senator Maanuson. And Ascension Island? 

Mr. Ler. No, sir. Just Canton and Wake in the Pacific and 
nothing in the Atlantic. 

We also operate quite a large number of fields in Alaska and inter- 
mediate landing fields in the United States. 
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Senator Maanuson. The military operates the Greenland bases? 
Mr. Lex. Yes, sir. The Department of the Air Force operates all 
the west coast bases on Greenland. 


NEED TO RESOLVE OPERATIONS OF AIRPORTS 


Senator Magnuson. Do you agree with me that sooner or later 
we ought to get this matter settled where we have some responsi- 
bility, either your shop or the military, coming to Congress and 
saying, ““‘We need these airport bases and we need so much money 
for them to operate them’’? 

Mr. Ler. Yes, sir. I feel that must be resolved very quickly. 

Senator Magnuson. I think you will find this committee very 
favorable if somebody comes and tells us the problems instead of 
pushing it back and forth. Nobody wants to put it on their budget. 

Mr. Ler. Yes, sir. 

Senator McCarran. Your agency is in the process of discontinuing 
some low-frequency radio ranges. In regard to your program of 
discontinuing facilities and services, particularly low-frequency ranges, 
standby electric generators and the communication stations, I have 
received numerous communications protesting CAA’s action with 
respect to many of these services being discontinued. 

Since preparing your budget, have your studies indicated that some 
services and facilities should be retained? If so, how many, and 
what would be their cost? 

Mr. Len. Senator McCarran, the facilities to which you have 
reference are those which we had mentioned in the previous question- 
ing by Senator Mundt. 

Senator McCarran. Was that all covered? 

Mr. Les. | believe it was, sir. 

Senator McCarran. I was not here then. What would be their 
cost? Would you care to repeat that? 

Mr. Ler. The total cost which I quoted to Senator Mundt was 
$1,824,261 for fiscal year 1955. 


STATUS OF BALBOA AND GUAM COMMUNICATION STATIONS 


Senator McCarran. You have a plan to transfer the communica- 
tion stations serving the Central American area from Balboa and the 
Pacific area from Guam, is that right? 

Mr. Les. Yes, sir. The budget, at page 381, does indicate a 
saving by the transfer of both of those overseas-foreign aeronautical 
communication stations. 

Senator McCarran. What is the progress in negotiating these 
transfers? 

Mr. Leer. Senator, | testified previously that we had not reached 
agreement on the Panama Canal negotiations. That was 3 weeks 
ago and I can still testify we have not reached agreement. 

With respect to the Guam station, it appears that some arrange- 
ments can be worked out with the Navy or the Air Force for the 
financing of that facility in fiscal year 1955. Some progress has been 
made in the 3 weeks since I last testified on this. 

Senator McCarran. Under the present conditions of transferring 
these facilities, what amount of funds would be required for you to 
continue the services in these areas? 
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Mr. Les. The figure for fiscal 1955 for the Balboa facility is 
$813,379. I believe that the Guam station is being taken care of, sir. 
Senator McCarran. Thank you very much sir. 


QUESTIONS SUBMITTED BY SENATOR KILGORE 


Senator McCarran. I will insert in the record at this point certain 
questions which have been raised by Senator Kilgore and to which 
| will ask Mr. Lee to furnish replies. 

(The information referred to follows: ) 


Senator K1rtgore. Mr. Lee, when you were last here on April 7 I believe the 
transcript indicates that I asked you about the ‘‘cireumstances surrounding the 
approval by CAA of flights by Trans World Airlines in Europe without navigators 
and similarly the approval by CAA permitting TWA to fly flight 960 each week 
from New York on the long, roundabout route via Greenland and Iceland, instead 
of the shorter, direct route to England.” I believe the transcript indicates that 
your answers were confined to the second half of my question regarding the Atlantic 
and that you did not answer that portion of the question relating to the removal 
of navigators in Europe. I wonder if you would care to comment at this time on 
your permission to Trans World Airlines to fly in Europe without navigators? 

Mr. Lee. TWA submitted an application to the CAA for removal of their 
navigators on their European- Mediterranean routes in July 1952. This applica- 
tion was later withdrawn by the company, but was reactivated during February 
1953. 

An inspection schedule was devised to provide for at least two trips over each 
of TWA’s routes in the European- Mediterranean area, each trip to be accompanied 
by at least one CAA aviation safety adviser. As a result of these trips it was 
determined that pilot navigation was satisfactory between Paris and Rome. 
Navigators were still required on routes from Lisbon to Cairo and Tel Aviv 
through Madrid, Rome, and Athens, and via Tunis and Algiers. Pilot navigation 
was satisfactory from Rome to Tel Aviv and between Rome and Madrid during 
daylight hours, These approvals were made effective June 8, 1953. It was the 
opinion of the CAA group, from the knowledge gained on these proving flights 
and the following changes made in TWA’s procedures or in the available facilities, 
that no extensive further observations would be necessary prior to full approval 
of all the routes at such time as certain improvements were made. 

Senator KitGore. Could you tell this committee if the CAA has approved or 

contemplating approval of further extension of your permission to fly without 
navigators from not only in the continent of Europe but also to the entire 
Mediterranean including Egypt and the Near East? 

Mr. Lew. Senator, TWA submitted an application to the CAA on February 5, 
1954, requesting permission to conduct operations (without the requirements of 
a flight navigator as a crew member) over their approved routes between Rome, 
Italy, and Cairo, Egypt, via Athens, Greece and Sitia, Crete; and between Rome, 
Italy, and Lydda, Palestine, via others. TWA flights over these routes were 
observed by CAA personnel, during which navigation was accomplished by the 
TWA pilot crews. Pilot navigation over the routes met the requirements of 
applicable civil air regulations, and the operations were considered to be safe and 
atisfactory. TWA’s application was, therefore, approved on March 26, 1954. 

In regard to any future applications requesting removal of navigators, such 
applications originate with an air carrier and to the best of my knowledge, sir, 
there is no application of this nature pending at this time. 

Should such an application be received by the CAA, the carrier would be 
required to demonstrate to the CAA its ability to conduct the proposed operation 
safely and in accordance with the civil air regulations. If the air carrier proves 
that it can conduct the operation in such a manner, the CAA would have no 
alternative but to approve the application. 

Senator Kiicore. My interest is in the safety of the American public. My 
question is whether this Government should not lean over backwards to give our 
citizens traveling abroad, including within Europe and the Mediterranean area, 
every safety precaution possible including the precaution of having navigators .on 
board? 

Mr. Ler. Senator, it is my belief that the present navigational requirements 
set forth in the civil air regulations do provide a high degree of safety. The 
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regulations prescribe standards which will assure a sensible and safe operation 
The standards prescribed are the result of cautious and careful consideration of 
operational experiences, opinions, comments, and recommendations of all interested 
parties. I would say, Senator, that CAA and CAB do consistently “lean over 
backwards” to give our citizens traveling by air both domestically and inter- 
nationally a safe ride by establishing high standards as the minimum acceptable. 

Senator Kitcore. On April 7 I inserted into the record of the hearing a docu 
ment entitled “Report to the Honorable Members of the United States Senate 
Subcommittee on Appropriations” which had been submitted to me by Mr. John 
D. Nicholas, president of the Air Line Navigators Association, Local 520 of the 
Transport Workers Union, CIO. In that document is a copy of a letter from the 
navigators to the President of Trans World Airline purporting to show that by 
using direct flying which is possible by use of navigators, instead of the zig-zag 
route required for indirect flying, a saving of $6,000 per week or $312,000 per year 
could be achieved on the Paris-Rome route alone. In another part of the docu- 
ment is a letter of July 8, 1953, from the executive vice president of Trans World 
Airlines to the navigators stating: ‘* * * you note that because of the removal 
of the navigator, in this instance, we are obliged to fly a ‘zig-zag’ route and if the 
navigator was retained ‘direct flying’ might be substituted at a substantial saving 
wr week. This does not represent the situation as it actually exists. The 
eae Swiss, and Italian Governments, not TWA, have established certain 
routes through their territory, similar to airways in this country, and we are 
required by them to fly only on those routes.” 

The navigators then asked the Governments of Switzerland, France, and Ital, 
if it was their requirement that TWA fly the longer, zigzag route and as part of 
the brief inserted in the record are letters from the Governments of Switzerland, 
France, and Italy denying that they have made such a requirement. Since the 
Government of the United States is subsidizing the operations of this company, 
should not some consideration be given to the importance of flying the most 
direct and least costly route? 

Mr. Lex. Senator, | am certain we are all interested in our air carriers providing 
both a safe operation and an economical operation. Of the two, CAA is charged 
with enforcing the safety requirements. It is our belief that safety is provided 
on the direct Paris-Rome route with a navigator, and safety is also provided o1 
the longer route via specified navigational facilities without a navigator. 

In regard to any extra costs in Government subsidy that might result by not 
operating direct between Paris and Rome, I am not prepared to comment on the 
subsidy aspect, as that is under the jurisdiction of the CAB, 

Senator Kiicore. I understand that portion of your reply to the effect that 
subsidizing the extra cost to TWA of flying the longer route without navigators 
is a CAB problem and not a CAA problem. Is it not true, on the other hand 
that extensive expenditures have been made and are being contemplated by the 
CAA to finance CAA measures overseas and set up radio aids and other safet) 
devices in foreign countries for the purpose of improving the safety of the Amer 
ican public? 

Mr. Lee, It is true that CAA field safety agents have been and are activel) 
engaged in fostering United States air commerce especially from a safety point 
of view. Our international field offices abroad work closely with aeronautical 
agencies of foreign governments to provide advice and encouragement in the 
technical fields of communications, navigational aids, and other facilities to per 
mit the unrestricted flow of United States air commerce, The source of United 
States financial assistance in this program is the Foreign Operations Adminis 
tration. As you may know, CAA also operates several aviation missions 
foreign areas whose personnel are paid from FOA sources and whose recommenda 
tions with respect to projects of navigational aids are predicated on the availa 
bility of local and FOA funds. In other words CAA is acting as the guiding hand 
in the consummation of such technical assistance projects. 

CAA does maintain and operate a few aircraft in foreign areas which are used 
for the evaluation of navigational aids mentioned above and, when FOA or othe: 
ope rating funds are provided, are also used in connection with installation and 
commissioning facilities along air routes used by our carriers. In other words, the 
CAA financial contribution is largely confined to the portion of our field agent's 
time which is devoted to encouraging foreign countries to provide adequate safet 
devices; to persuade, when feasible, such administrations to adopt United States 
manufactured aeronautical products, and to advise and assist FOA field offices i 
establishing economic aid or technical assistance projects in the national interest 

Senator Kricore. Is not in some degree at least the standard of safety of the 
American public being reduced by your permission for the removal of navigators’ 
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Mr. Lex. Senator, may I answer your question in this manner—the standard of 
safety might be increased to some degree if a navigator was required for all routes, 
domestic and international—safety might be further increased to some degree by 
requiring that all routes satisfy pilot navigation requirements in addition to 
requiring a navigator for standby. Ido not recommend either of these measures. 
| consider it reasonable to require an air carrier to prove that he can navigate 
safely and in accordance with accepted standards over a given route—either with 
rr without a navigator. Safetywise, it is not a question of who does it, but a 
question of whether it can or cannot be accomplished satisfactorily from the pilot’s 
tation. 

Senator Kitcore, I want to ask one question here, and this regards not the 
iuropean and Mediterranean segments of your permits but the Atlantic section. 
\ magazine article has been brought to my attention, and I quote from page 13 
of Aviation Week of March 8, 1954, a trade journal published by the McGraw-Hill 
Co.: 

“Trans-World initiated the routing ‘with the complete approval of Civil 
Aeronautics Administration,’ a spokesman said, following a 3-week walkout of 
its navigators ordered by the Transport Workers Union (CIO) last summer. 

“ “We wanted to develop an alternative to sustain operations in case this should 
happen again,’ he said.”’ 

Do you believe that this is an accurate statement as to the motives of the 
company in applying to you for permission for flying the Atlantic without navi- 
gators? 

Mr. Ler. Senator, I do not know their motives. 

Senator Kitaore. As I understand it, section 401 (1) of the Civil Aeronautics 
Act in particular protects the right of employees of airlines to obtain by collective 
bargaining higher rates of compensation or more favorable working conditions. 
Do you feel that the CAA, in the timing of its permission, which occurred either 
during or immediately after a strike, to fly without navigators has in some way 
interfered in a matter under dispute between labor and management? 

Mr. Ler. Senator, the CAA did not time its approval. TWA submitted an 
application to fly the North Atlantic route without a navigator. Proving flights 
were conducted by TWA and observed by CAA personnel. The operation was 
considered safe, regulatory requirements. However, since this route has different 
radio propagation characteristics, and it was not known if radio navigation would 
be adequate during all seasons of the year, the operation was approved for a 
limited period of 30 days. 

It was not the intent of CAA to interfere with any dispute between labor and 
management. It has always been the policy of CAA either to approve or dis- 
approve an application as soon as its study is completed and not withhold a 
decision once it has been made. 

Senator KiiGore. Do you agree that the Government should not interfere in 
situations like this? 

Mr. Leg. I naturally agree that CAA should not interfére or participate in 
any labor-management disputes. However, I believe CAA should exercise its 
responsibilities relating to safety matters at all times. 

Senator Kircorr. Mr. Lee, I am particularly concerned at this point with the 
national defense implications which may result from the permission you have 
granted for the removal of navigators. 

Now it is possible, as you have pointed out, that an airplane can operate occa- 
sionally on this roundabout routing through Greenland and Iceland to Europe, 
and also through the European Continent and the Mediterranean by radio naviga- 
tional aids. My question is this: Is it not only possible, but rather probable that, 
in event of war, these radio aids would be knocked out by enemy action, sabotage. 
or some other cause? 

Mr. Ler. Senator, I’m not in a position to give a final opinion on this matter, 
but I presume an enemy might attempt to destroy radio aids which might be 
useful to the United States in event of war. 

Senator Krzcorx. In the event of destruction or interference with these radio 
navigational aids, we would then be dependent upon navigators, would we not? 

Mr. Ler. If the key electronic aids were destroyed and we adhered to our 
present safety requirements, navigators would be required for en route navigation. 
However, if the radio aids were destroyed, we would be unable to conduct instru- 
ment approaches at the destinations with or without a navigator. 

Senator KincorE. Now I want to ask you if the military do not require navi- 
gators in event of war? 

Mr. Ler. I believe, sir, it depends on the area of operation, type of mission, 
type of aircraft, and other considerations such as availability of reliable radio aids. 
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Senator Kricorre. Now, I would further like to ask a question concerning 
arrangements for installation of defense features in commercial aircraft in prepara- 
tion for war, which are being made by the Defense Air Transport Administration 
which as I understand it functions under the authority of the Under Secretary of 
Commerce for Transportation, and whose budget is part of the bill now before us 

Is it not a fact that part of the so-called CRAF (Civil Reserve Air Fleet) pro- 
gram for which this Government is paying, through Air Force contracts arranged 
by DATA and the Commerce Department, some $6 million, provides for flight 
navigator stations being installed at Government expense in civil transport planes 
to make them more ready for auxiliary airlift for the military in event of war? 

Mr. Lee. Yes, sir. 

Senator Kiicorre. Now, to summarize these questions, if it is true first, that 
radio navigation aids may be cut off in war, and second, that the Air Force require: 
navigators for its enormous air transport fleet, and third, that the Government is 
paying large sums for installing flight navigators stations in civil planes which do 
not now have them, faced with these three facts, Why is the Civil Aeronautics 
Administration giving permission to commercial airlines to fly without navigators? 

Mr. Ler. Because we only have authority to require air carriers to meet the 
requirements of the Civil Air Regulations for safe operating practices. We 
have no authority to require navigators for the purpose of national defense. 

Senator Kiigore. Is not the permission which you have granted to do away 
with navigators a step away from the state of instant readiness for war in which 
our civil fleet is supposed to be? Is not your permission, therefore, a move in 
the opposite direction from airlift preparedness? 

Mr. Lex. Senator, I believe a large group of well-trained experienced civil 
navigators would be a definite asset in case of an emergency airlift operation or 
war. However, as I stated previously, our authority does not extend to require 
air carriers to carry navigators just to provide airlift preparedness. 

Senator Krieore. If there will be huge military Rehan for navigators in 
time of war, should not the Government give consideration to maintaining a pool 
of trained navigators presently employed by the commercial lines? 

Mr. Ler. Sir, I believe a pool of trained navigators is very desirable. If the 
military consider that a pool of civil navigators is essential for purposes of national 
defense, consideration should certainly be given by the Government for meeting 
that need 

Senator Kricore. If our Government set up an airlift to Indochina, would we 
not need navigators? 

Mr. Ler. It would depend on the route to be flown. Certainly, flying via th: 
Pacific, certain route segments would require navigators. 


SuREAU OF FoREIGN COMMERCE 


STATEMENTS OF SAM ANDERSON, ASSISTANT SECRETARY FOR 
INTERNATIONAL AFFAIRS; MARSHALL SMITH, DEPUTY TO 
ASSISTANT SECRETARY FOR INTERNATIONAL AFFAIRS; JAMES 
C. WORTHY, ASSISTANT SECRETARY OF COMMERCE (ADMIN- 
ISTRATION); OSCAR H. NIELSON, DEPARTMENTAL BUDGET 
OFFICER; LORING K. MACY, DIRECTOR, BUREAU OF FOREIGN 
COMMERCE; REX ANDERSON, EXECUTIVE OFFICER 


RESTORATION OF HOUSE CUT 


Senator SALTONSTALL (presiding). The Chair understands the next 
matter for consideration is the Bureau of Foreign Commerce. I note 
there are 2 appropriation items for consideration, 1 relating to ‘‘Sal- 
aries and expenses’”’ for which the House allowed $1,500,000, a 
reduction of $1,300,000 below the estimate, and the other item 
concerns “Export control’’ for which the House allowed the budget 
estimate of $3,600,000. I understand the Department asks for 
restoration of the House cut of $1,300,000; is that right? 

Mr. Sam Anperson. That is correct. 
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Senator SALTONSTALL. The record will show the amendment 


re- 


quested and the justification statements filed in support of the two 


items. 
(The material referred to follows:) 


BUREAU 


OF ForeIGn COMMERCE 


Overall summary of requirements 


Appropriation, 1954 
Prior year balance reappropriated 
Comparative transfer from 


“Salaries and expenses, Bureau of Foreign and Domestic Commerce”’ 
“Salaries and expenses, Defense Production activities, Department of Commerce”’ 


Total 
Deduct: 1954 reappropriation for cost of reduction-in-force 


Base for 1955 


Requirements 


By appropriation 
1954 
adjusted 


Salaries and expenses 
Export control 


$1, 511, 900 
4, 000, 000 


Total. 5, 511, 900 


Total estimate of appropriation, 1955 


Overall summary of 


1953 actual 


Personal services 

r'ravel 

Transportation of things 

Communication services 

Rents and utility services 

Printing and reproduction 

Other contractual services 
Services performed by other agencies 

Supplies and materials 

Equipment 

Refunds, awards and indemnities 

l'axes and assessments 


lotal obligations 
Adjustments under appropriations 
Balance reappropriated for subsequent year 
Reimbursements from non-Federal sources 
Reimbursements from other accounts 
Comparative transfers (net 
Savings 


Total, appropriations or estimate 


obligations by obje ct 


$6, 669, 


$4, 000, 000 
100, 000 


1, 446, 900 
65, 000 


5, 611, 900 
100, 000 


Re 
,o 


1, 900 


Difference, 
—|inerease (+) 
or de- 


1955 7 
| crease ( 


estimated 


$2, 800, 000 
3, 600, 000 | 


+$1, 288, 100 
—400, 000 
6, 400, 000 


+888, 100 +-888, 100 


6. 400, 000 


of expenditure 


1954 adjusted | 1955 estimate 


O81 $5 
855 
969 
113, 974 
4, 635 
210, 075 
28, 449 
141, 336 


outa 


$5, 611, 105 
90, 125 

12, 200 

143, 490 
720 

293, 325 
52, 175 
116, 000 

60, 010 

11, 700 


37 


9, 150 
5, 611, 6, 400, 000 


100, 000 


1, 511, 900 


4, 000, 000 6, 400, 000 
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Salaries and expenses—Summary of requirements 
Appropriation, 1954 - predecvece _ J 6 
ymparative transfer from: 
“Salaries and expenses, Bureau of Foreign and Domestic Commerce”’ $1, 446, 900 
“Salaries and expenses, Defense Production Activities, Department of Commerce’’__. 65, 000 
Base for 1955_-. “ . . - 1, 511, 900 
t difference, 1955 over 1954 


Requirements | 
’ | Difference, 
By activity increase (-+-) 
1954 1955 decrease (- 
adjusted estimate | 


Promotion of United States foreign commerce and 
investment. $1, 511, 900 | $2, 800, 000 |+-$1, 288, 100 +-1, 288, 100 

Z | | 

rotal estimate of appropriation, 1955 2, 800, 000 
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Bureau or ForeIGN CoMMERCE 
SALARIES AND EXPENSES 
(House bill pp 31-32) 


(House hearings, pp. 499-551) 
$2. 800, 00K 
transfers 1, 511, 901 
| 1, 500, 00 


a reduction of $1,300,000 in the estimate 


AMI DMENT REQUI rep 


the following amendments 

vord * Bureau”, insert ; and purchase of mater 
for use in international trade fairs.”’ 
out ‘*$1,500,000” and insert ‘‘$2,800,000’’, the « 


s00.000 


FROM HOt REPORT p 


ommends $1,500,000. a reduction of $1.300.00 
For the current fiseal year, $1,446,900 was derived f1 
iof Foreign and Domestic Commerce’, and $65.000 
defense production activities’ for a total 
The amount allowed for fiscal year 1955 is theref 
appropriated for the present vear, and will allow t 
prest { } field 
uage requested which would have autl 
to prepare exhibits for use in internatior 


from the Foreign Service is recogr ized: how 


iis Bureau should be carefully screened to ma! 


worthwhile purpo 


TUSTIFICATION 


The appropria request for the Bureau of Foreign Commerce was based « 
the view that in these days when it is our national policy to decrease foreign a 
and place increased emphasis on trade and investment, and when the Soviet Uni 
is increasingly using trade as a political weapon, it is important to strengthen th 
agency of Government whose job it is to promote, foster and facilitate trade and 
investment. The action taken by the House in reducing the appropriation to 
point where it will not even support the Bureau’s current level of activities w 
have the effect of weakening our effectiveness in these fields when sound nationa 
poli y require that our effectiveness be increased 

The action taken by the House would lead necessarily and inevitably to ty 
result First, it would be entirely impossible on the basis of the appropriatio 
approved by the House for us to develop in the Bureau of Foreign Commerce t] 


very progral which it is most important to undertake Second, an appropria 
tion at the level approved by the House would make it impossible for the Burea 
of Foreign Commer continue even its work in the field of commercial infor 
mation with } mt tiveness The work of analyzing and arranging inform 
tion in a form useful to American business in the development and expansior 
foreign comme! in the face of increasingly se vere competition Is more importa 
than it has beer ior to World War II. This same information is needed in t 
conduet and development of our foreign economic poliey 

Among otl programs which are especially important for the Bureau of Forei 
Commerce to d op are (1) the promotion of American private investme 
abroad, especially in underdeveloped areas, (2) participation in strategical 
placed foreign trade fairs to balance the extraordinary emphasis which the Sov 
Governme has placed on this as an important tool of economic warfare, 
facilitating the expansion of world travel. These programs and the sever 
others for which provision is requested are of outstanding importance l 
industry advisory committees have confirmed this judgment. 

During this fiscal vear the Bureau of Foreign Commerce has succeeded in sp 
of very limited financial resources in laying the groundwork for the trade a 
investment promotion programs At no time during the past 15 years has t 
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eed for intensive work of this nature been so evident. To withhold the modest 
appropriations requested for this purpose, will simply mean the postponement for 
another 18 months of the constructive effort in support of a high level of business 
wtivily. 
Requested restoration of the language: ‘“‘and purchase of materials necessary to 
prepare exhibits for use in international trade fairs.’’ This is strongly urged fo 
sound business purpose of displaying to foreign buyers the products of Ameri- 
can industries and also to convey to people abroad a concrete demonstration such 
as only the products themselves can give of the creative power of the private 
rprise system 


Export control Summary of equire ments 


$4, 000, 000 
100, 000 


4, 100. OOK 
LOO, OOF 


+ 000. 000 


100, 000 
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Senator SavronsTaLL. Why do you want $1,300,000 put back? 


PREPARED STATEMENT 


Mr. 8. Anpwrson. Mr. Chairman, | have filed a fairly lengthy 
statement which, with your permission, | will not attempt to read 
at this session, but I would like the privilege of spending a few 
minutes going over some charts to explain the work of the Bureau 
of Foreign Commerce in this field outside of export control. 

May I proceed with that? 


Senator SALTONSTALL. Your statement will be made part of the 
record, and you may proceed. 
(The statement referred to follows 


STATEMENT OF ISTANT SECRETARY ANDERSON Brrore SENATE CoMmMMITTE! 
ON APPROPRIATIONS 


The first thing I learned when I took office as Assistant Secretary of Commerce 
for International Affairs was that the segment of the Department for which I wa 
responsible was not doing and was, in fact, not able to do the job for whict 
it was established. I was visited, and Secretary Weeks was called upon, by quite 
a number of businessmen who sought to impress upon us the necessity of restorir 
and strengthening the services of the Department to business, especially the 
service re lat ng to toreign commerce 
It is obvious that bu ‘ssmen dealing in international trade have to have 
reliable factual ormati upon which to proceed This is true whether the 
are interested in orting importing, whether they are only buying and selling 
or whether they perating or inv ing abroad. They need to know as mucl 
as ible about the factors affectir ness in the country or countries in whi 
to do bus 
e fa » hard to come by Toa 
available from priv: sources or through private ec 
| tilable by the Government 
smen look to the Department 


l 
} 


lar 


reau of Foreign Commerce, which 
‘al with foreign trade matte 
| have examined 
n Commerce to see 
complain could not be 
of personnel It did not tal 
The fact is that we do n 
information and prepare 
necessary for an adequa 
be corrected is not a waste 


how important foreign trade is as a 

i States both economically and politicall 

rvices came to nearly $20.6 billion while ou 
nearly $15.8 billion. <A third of our export 
ch rely upon foreign markets for more than 25 
machine tools, tractors, construction and minins 

and textile machinery, exports constitute 2 

ryone is familar with the fact that export market 

critical importance {| some of our major agricultural products such a 
4 wheat arn opace Normally, between one-quarter and one-third ol 
these crops ar id overseas The importance of this country as an importer 
searcely needs the emphasis of figures. We are the great consuming natior 

of the world and the great importer of raw materials 

There is, however, something more fundamental about the internationa 
commerce of the United States than quantities and markets. People in man) 
parts of the world today look to the United States to help them gain the economi 
improvement upon which in so many places continued independence and freedom 
depend. It is clear that as a matter of national policy we cannot continue indefi 
nitely giving economic aid to other countries on a government-to-government 
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The only other way is through international commerce carried o1 
ivate interests 
In preparing our budget request, accordingly, we have had two main purposes 
view The first of these purposes is to strengthen the basic geographic and 
mmercial intelligence work of the Bureau The proposed budget provides for 
‘pansion of staff in the Office of Economic Affairs in which foreigt ecor omic and 
ommercial informatio is assembled on a country-by country basis and in the 
Office of Intelligence and Services which assembles information about foreig 
firms and foreign marketing channels and sources of supply 
he second main purpose is to put some real effort into a few carefully selected 
rograms, especially promotional programs directly based upon the present inter- 
itional economic position of the United States. Chere are several of these, 
ch as the programs for international trade fairs, foreign trade zones, and 
romotion of international travel which need only a very sms aff to accomplish 
e intended purpose of giving needed support to the efforts of private groups 
1 organizations $y far the most gnificant of these programs, however 5 
in which the main burden of promotional effort must necessarily be carried 
Government. This is the promotion of private foreign investmer 
which clearly in these days should be given the greatest possible stren 
Foreign Cor ree already has made a gnificant start 
ection 516 he Mutual Security fr 1952 the Bur 
fT the factors limiting Americar ivi i tment abroad 
unmary of the results and a country-by-« ntry survey of 


a 


it condition These reports have attracte ide attention in | 
financial circles Chey are notable for their bi ‘sslike approach 

ndor and they are very realistic in their apprai the problem a 
Bureau also has made detailed surveys of investment conditions in ¢ 
yuntries and has published so-called ‘stmet manuals for 
ueia, al d for India These manus 
nformation concerning those countries 

interest t all classes of inv 

industry 


& more than eager market 


for 1955 reflects accurately my own convictio1 


that should be done toward the promotion of private 


; 


to the value of those activities It f ‘ady clear fi 


ret request 


at the assembly and dissemination of information as to inve 
road is a ndispe al part of an effective } ram ( 
countrie which there is real indication a fairly wide int 
American investor nanua imilar to the ones already 
compl ed We tentatively plan to do eight countrie 
se already covered by the end of the fiscal vear 1955, including 
stan, the Union of South Africa, the Philippine Republic, and Turkey 
au of Forefen Commerce is regularly being called upon, ol 
considerably more detailed and specific than it 
the space limitatior of an investment manual 
so for information concerning virtually every country in the free wo 
portant that the Bureau be in a position to accommodate these requests 
ist, therefore, have the staff to assemble the pertinent data in a properly or- 
ed fashion and the facilities to make the information available to those who 
eed it. 
Chis informational work has an importance which does not depend merely 
pon its specific value to American investor It frequently serves to bring to 
attention of influential people in foreign government as well as the foreign 
and financial communitv, some r ti things whic a country must do 
is to offer an attractive field of investment for foreign capital There is 


eneral agreement that the main impeciment in the way of a larger inflow of 
oreign capital, e pecially in the less dev lope d countries, is the failure on the part 


f the governments of those countries to recogniz the importance of establishing 


é 
nditions attractive to foreign capital, particularly sophisticated capital. If 
the United States propose to promote the export of private capital from this 


ntry on a sound basis, it is important that we should thus help foreign countries 

which there is a ground for it. 

The few carefully selected programs upon which we have sought to place 
} in preparing the program of the Bureau of Foreign Commerce for the 


ar 1955 are the ones which, in our judgment, are best calculated to advance 
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the foreign economic objectives of the United States in the present position of 
our international trade and payments. The position, as you know, is one ir 
which our exports of goods and services greatly exceed our imports of goods an 
service It is important that our exports be maintained at as high a level a 
possible, not only because of the favorable effects upon domestic economic activit\ 
but also because of the importance of supplies from the United States to peopk 
abroad and the constructive effects upon general economic development whic! 
our exports tend to bring. It is hardly likely that in any short period of time we 
can look for large increases in our imports. It is essential, however, that th: 
availability of dollars to foreign countries for purchases in the United State 
should be maintained and, if possible, increased. The avenues which appear t 
provide the most promising approach to this objective are those about whic! 
I have been speaking. It is to these avenues that we must look at the present 
time in our effort to accomplish our aims through the work of private enterprise 

The budget request for export control represents our best estimate of what it 
will cost to operate an effective export control program in the fiscal year 1955 
The budget is based on the assumption that we will be receiving an average intak« 
of applications for export license of about 1,500 a day. This compares with ar 
average application intake of about 2,200 a day during the fiscal year 1953 and 
about 1,600 applications a day in November, the latest month for which figure 
are available. 

I can assure the committee that the export licensing operations are being 
carried out competently and efficiently. Over 78 percent of the license applica 
tions are disposed of within a week after their receipt and less than 3 percent 
remain outstanding for more than 2 weeks, and then only for good reasons. Ther 
is very little complaint from the export community about the way the export 
controls are handled. On the contrary, the exporters have commended many 
times the efficiency and the impartiality of the operation, It has not been easy 
especially during this past year, to maintain such a sound record. During th 
course of the year there has been a drastic reduction in export. control personne! 
Employment was reduced from 1,070 on Januarv 1, 1953, to 703 on October 31 
1953. These figures include customs, Advisory Committee on Export Policy and 
Field Service. This reduction, however, which was bronght about by a curtail 
ment in the scope of our export controls was managed skillfully and did not impair 
the efficiency of the remaining licensing operations. 

Under the terms of the Export Control Act the control authority is rather 
broadly drawn so as to leave a wide area of judgment and discretion to the ad 
ministering agency. Controls are authorized to be used for three principal pur 
poses, namely, to protect the domestic economy against an undue drain of ma 
terials in short supply, to aid in carrying out the foreign policy of the United 
States, and to screen exports from the standpoint of the national security. At the 
present time controls are directed preponderantly to the third of these purposes 
that is, we are ‘controlling verv few commodities except those of a strategic 
character All exports to the European Soviet bloc, of course} are subject to 
licenses whether or not they involve strategic commodities and all exports to Com- 
munist China and North Korea are at the present time embargoed. The few 
commodities that remain subiect to control for reasons of supply constitute onl) 
a residual of special cases. During the past year by far the major part of the 
commodities that were subject to control for supplv reasons has been put under 
general license and may be exported freely to friendly countries and safe destina 
tions The removal of short supply controls was the major factor in bringing 
about the reduction in the intake of applications and the factor responsible for 
the reduction of personnel to which I have referred. 

We expect that the export-control program for 1955 will be essentially similar 
to the one now in effect. It may well be, of course, that other ways will be found 
to simplify and streamline procedures. Only recently some new techniques of 
licensing have been developed which reduce the paper workload of exporters and 
which reduce in some degree the workload of the Bureau of Foreign Commerce as 
well. Weare attempting to make use of any such techniques to as great an extent 
as possible consistent with the basic responsibility of keeping strategic com 
modities out of unfriendly hands. It may well be also that we will be able t« 
remove from control some additional commodities for shipment to areas wher: 
there is very limited risk of transshipment. However, in the absence of a rea 
change in the general condition of international affairs, there appears to be ni 
prospect of our being able to dispense with the general range of controls now i! 
effect for security reasons. 
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aan ay say in this connection that the matter of trade-control policy has bee 

oe en a thorough review by the present administration and a new statement of 
vee eral policy has been provided to us to guide the progran Although the new 
- permits a somewhat greater fle xibility of action than before, it does not 
a oO! utemplate drastic changes .ccordingly, while it may prove desirable 
mer ike adjustments from time to time i the e port-control operatio there 

hic prospect of any real change in essentia World conditions simply do not 


t of that. 


; + Che budget request for 1955 represents, as I have stated, our best estimate of 
tat requirements. Necessarily, there is in this estimate a judgment also as to 
a legree of care and vigilance with which trade controls in the interest of security 
uuld be exercised. This is a matter about which there can be differences of 
ion. Some people, I daresay, might feel that our controls are more extensive 
i in is necessary; many other people, I am sure, would feel that we are not nearly 
at i trictive enough. I want to say quite frankly that the extent to which controls 
195 | e already been relaxed involves some risk 7 This is a risk which we knowingly 
an) ( Tt is a risk which could be reduced if we required a greater number of 
Las liv] tual export { ransactions to be reviewed and licensed On the other hand 
a a risk which increases if lack of adequate funds requires us to make further 
a ixations to avoid a workload beyond our capacity to handle In my judgment 
e e appropriations which we ask would enable us to do an adequate job to protect 
al national security and I therefore urge your careful consideration of these 
lica stimate . _ ‘ ; 
(4 In these days when the Soviet Union is increasingly using trade as a political 
; : veapon, it is highly important to strengthen the agency of our Government 
" : ose job it is to foster and promote our trade Che action taken by the House 
Ae yuld lead necessarily and inevitably to two results. First, it would be entirely 
= ossible on the basis of the appropriation approved by the House for us to 
+ velop in the Bureau of Foreign Commerce the very programs which it is most 
h portant to undertake. Second, an appropriation at the level approved by the 
ise would make it impossible for the Bureau of Foreign Commerce to continue 


its work in the field of commercial information with proper effectivene 
During the present fiscal year we have succeeded in laying the groundwork in 





= e Bureau of Foreign Commerce for a constructive program along the lines which 

a ave been sketched above. It is a program of modest proportions. But it is 

tl , . program of very substantigl value, not only to the business community 
. ilso and more particularly to the Government and to the country as a whole. 

1 matter of real importance that we be able to proceed with this program 

ur 

ite GENERAL STATEMENT 

t} 

se Mr. AnpgrRson. These charts are designed to give a rather quick 

oe picture of what we do in this field of trade promotion and develop- 

os ment. Without spending too much time on what our enabling law 

few says, we are supposed to keep businessmen up to date on foreign 

mn] economic conditions which affect their business and investment 
ci 

‘ decisions. On this chart under item No. 1, you see informational 


nd analytical report on foreign trade and investment, foreign eco- 
nomic conditions, trade relations, taxes, tariffs, commercial intelli- 
for rence, world trade directory reports, trade lists, trade and investment 
opportunities, and trade complaints. Those things are the basic 


os ictivities of the Bureau of Foreign Commerce. 

: of Second, doing what the Government can do in travel promotion and 
and n trade fairs, 

ne Third, transportation, communications, and public utilities rates 
. involved abroad which the businessman must know. Economic and 
t commercial policy, trade advisory committees in connection with 
e the Reciprocal Trade Agreements Act, commodity agreements, treaties 
ee f commerce and investment, foreign financial matters. 


Fifth, foreign trade zones administered by the Department, and 
finally, the rather limited field of the China Trade Act of the British 
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token import plan and the export licensing and enforcement which 
is not under discussion today. 

This chart that I show you here is designed to give a picture of the 
extent to which so many important industries of the United States rel 
upon export markets for their business. Here is a list of important 
commodities with the amounts exported in 1952. In wheat, almost 
$1 billion of which the export market took almost 50 percent. And 
so on down the line. 

Here are some raw materials listed. Here are fabricated products 
the point being today particularly as business is leveling off from its 
great boom times, the export markets are becoming ever-increasing] 
important to the prosperity of American business. 


1929 REQUIREMENTS 


This next chart shows one of the most interesting things that has 
transpired over the last few years. It is a comparison between 1929 
and 1953 when the most important countries of the world were 
compared as to the extent of their controls with respect to the inter 
national trade. Imports of license required—only two countries in 
1929 required import licenses for goods. 

Import quotas established, et cetera. Exchange permit required, 
export license required. 

You can see the almost complete absence of such requirements in 
1929. 

In 1953, the same countries almost universally required an immens« 
amount of paperwork and other procedural necessities of various kinds 
which is the heart and soul of the exporter’s business to know about 
and to come to grips with. How do we carry that out? 


PUBLICATIONS 


Here is a group of publications which the Department has in the 
past and now also to a lesser degree gets out for the purpose of helping 
to inform the American exporter. You see here a variety of publica 
tions including our major publication, the Foreign Commerce Weekly 
in which all up to date material is brought to the attention of thi 
foreign trading community. We have almost 9,000 paid subscriptions 

Two of the most important of these publications are the World 
Trade Directory Report which is the means by which we are able to 
inform foreign traders of the condition and circumstances surrounding 
individual business abroad with whom they are contemplating doing 
business. 

In the United States, as you know, there are agencies like Dun & 
Bradstreet and others who can give information of real significance 
about American customers of any business. But abroad that is not 
true to anything like the extent that it is here. Therefore, the De 
partment of Commerce is the only place an international trader can 
come and ask for reliable information, and we hope to give it to him 

There again, we have been unable to fulfill our real task in that 
respect. 

TRADE LISTS 


Another important one is the trade lists, a list which we compile 
through our information abroad of traders and distributors of all 
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varieties of products and are able to inform an American potential 
exporter on the lists of people whom he ought to consider to contact. 

Finally, after the war, a large number of GI’s and others went 
nto the export business and we got out a number of things which 
ire helpful to the new exporters. But those we have since had to 
discontinue in large part. 

The trade list is one of the most important devices for helping 
\merican exporters. In 1937, for example, we estimated we were 
satisfying adequately the amounts shown in blue more than 95 per- 
cent of all inquiries and inadequately the other amounts shown here 
m the chart. By this I also mean the lists we were able to supply 
n 1937 were less than 3 years old and pretty satisfactory. That 
That carries us through the war period. The postwar period in 
949, 1951, 1952, and 1953 shows thai we have been falling woefully 
behind in the character and timeliness of the lists we have been able 
to establish. 

This is one of the important things we are anxious to reestablish in 
order that the trade may be able to get from us up-to-date lists. 

We think only that percentage—about 40 percent—of our total 
lists are now really adequate. 

\s you know, there is a very wide and lively interest developing in 
the investment of American capital abroad. In this connection, the 
Commerce Department, by virtue of its close connection with the 
business community, has undertaken to provide as much useful infor- 
mation as is possible. 

We propose in the development of our plans, to continue and indeed 


to improve the quality substantially of that. We work closely with 
other agencies in this connection. 


SPECIAL COUNTRY PUBLICATIONS 


One of the interesting things we have been doing is getting out a 
renuinely comprehensive story about a few countries, such as 
Colombia, Venezuela, and India, and the obstacles to investment 
there. These publications were gotten out this year with FOA 
publication funds, with major success, and we were complimented 
by the business community for substantially meeting its needs in these 
few areas. 

These contain specific items of information that the investor abroad 
needs to know and wants to know. 

One of the items I spoke of a few minutes ago was the fact that 
the Government has not, for several years now, had any official 
capacity to help the travel industry which is, as you know, a very 
large industry. 

rRAVEL ABROAD 


This next chart is designed to show what tourism means in terms 
of the American foreign balance of payments situation. The black 
lines are expenditures in dollars of Americans traveling abroad, by 
years. It is almost $1 billion up here and the expenditures of dollars 
by foreigners here is this amount [$600 million]. So we have a net 
addition to the foreign purchasing power for exports of the United 
States of $400 million last year. 

The travel industry is very enthusiastic about our plans for having 
a small office to help in the intergovernmental negotiations that 
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frequently help to eliminate the barriers to satisfactory international 
travel of all varieties. 


BUDGET ESTIMATE FOR TRAVEL FUNCTIONS 


The budget, as you will notice, contained about $78,000 for that 
purpose for fiscal 1955. 
TRADE FAIRS 


In this period in which the Russians are beginning to show very 
substantial evidences of moving into the trade field as part of their 
general approach to international relations, the question of trade 
fairs comes up. Trade fair is not a particularly well known factor 
in American business, but it is very much abroad. This exhibit 
here is designed to indicate the extent to which the Russians havi 
begun to rely on the trade fair technique to promote and to prop 
agandize their industry and their products in international trade. 

In 1952, the Russians had 10 trade fairs with exhibits in them. In 
1953, 31, and in 1954, 42. 

We propose to have a modest increase in our budget for the purpose 
of Government assistance and participation in trade fairs and ir 
assisting American manufacturers who, for one reason or another, wish 
to take advantage of these opportunities. This year we propose to do 
that in trade fairs in India, Italy, Germany, and Latin America. 

Turning to the budget, this chart here is a basic picture of the 
relationship between where we are now, where we were in 1929 
This is the number of man-hours all at 100 in 1929. 

Our gross national product has gone up 352 percent since then; our 
exports 302 percent; and 271 percent for the others. The number of 
man-hours that the Department of Commerce has been able to devote 
to its interest in international trade has gone down 66 percent, and 
our proposal is to bring it half way back to where it was in 1949. 

Another way to illustrate this, these are payroll funds for the post 
war period. This is what happened to our money during the last 
few years and: it is constantly being whittled away. This is what 
happened to man-years and what we are proposing is to put it back 
there so as to be able to provide some semblance of adequate help. 

This next chart shows the whole budget. That is only the Bureau 
of Foreign Commerce part of it that I showed you before. The black 
part is the export control budget which we are not asking to be changed 
and which is altogether a function of the extent of short supply prob- 
lems and the extent of security problems in the control of exports 
from the United States. The red part is the promotional and trade 
development budget which we would like very much to have restored 
so that we can do a better job. 

This is merely an illustration of the extent to which price changes 
have affected the adequacy of our work. This is an index of the price 
of printing. This shows the printer’s dollar which we had in 1947 
That is what we got for it. But as the dollar depreciated, we got 
less and less. 

I have tried in a few minutes to give you the roughest idea of the 
importance of the work we anticipate undertaking. 
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SALARIES AND EXPENSES 
JUSTIFICATION OF, LANGUAGE AMENDMENT REQUESTED 


Senator SALTONSTALL. Let me ask you a couple of questions. The 
House committee has deleted the language which would have author- 
ized the purchase of material necessary to prepare exhibits for use in 
international fairs. Do you ask to have that language restored? 

Mr. S. AnpreRson. Yes. We do wish to have that restored because 
we believe that participation by the Government in helping American 
business in the fairs is important. We have been invited in almost 
all these cases to send official Government representatives and have a 
Department of Commerce booth so American exporters can be 
re presented. 

Senator SALTONSTALL. Does your formal statement take that inte 
account, because, appareritly, that was not shown here. 

Mr. 8S. Anperson. I am told by Mr. Nielson that it does. 

Mr. Nievson. Mr. Chairman, we have requested this in the appeal 
letter which has been filed with the committee. 

Senator SALTONSTALL. So you have requested the language change 
which would permit you to exhibit at international fairs? 

Mr. S. AnpErson. That is correct. 

Senator SALTONSTALL. For the reason that you have stated there, 
the exports being so important to so many different industries and 
commodities in the United States, you want this money? 
Mr. S. Anprerson. That is right. 


COMPARISON OF HOUSE ALLOWANCE WITH 1954 FUNDS 


Senator SALTONSTALL. The present acting chairman notes that the 
House cut $11,900 from the amount you were allowed this current 
vear for salaries and expenses. What you are asking for really is an 
increase over last year of $1,300,000, and they cut that all out. Is 
that right? 

Mr. S. Anpmerson. That is correct. 

Senator SALTONSTALL. They cut that out primarily in the Office 
of Economic Affairs and in the Office of Intelligence and Services; 
am | correct? 

Mr. S. ANprerson. That is correct. 


OFFICE OF ECONOMIC AFFAIRS 


Senator SALTONSTALL. Just where does the Office of Economic 
Affairs enter this picture that you have been describing? 

Mr. S. Anprerson. The Office of Economic Affairs is that part of 
the Bureau of Foreign Commerce where the so-called country special- 
ists are. There we have men whose duty it is to know all about the 
economic and trade conditions in a given country. They travel from 
time to time in those countries in order to be up to date. It is to 
those men that the inquiries come which deal with the basic economic 
conditions in Thailand, India, Pakistan, or Bolivia, or wherever it 
may be. They are the men who keep informed on the fundamental 
and detailed economic conditions in each country as distinguished 
from basic commodity experts. 
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Senator SatronsTaLtu. The House bill allows you $720,553 o1 
$25,916 more than you had this year, and what you are asking 
$435,774 to provide the estimate of $1,156,327 and add 104 mor 
employees. What would you do with those 104 employees? 

Mr. S. ANpErson. We would substantially build up the quality 
and indeed, the quantity of our facilities there. I have a rather 
extended statement on this, but I do not think you would want to 
take time to hear it 

Senator SALTONSTALL. Is that in the record now? 

Mr. 5. Anpgrson. No. This has not been provided, but I will bx 
very clad to do so 

What it describes is how we now have to divide up our limited 
staff so that it comes out to less than 1's man-years for each country 
That we consider to be rather unsatisfactory. I can elaborate on 
that. 

Senator SatTonsTaLu. Let us put your statement in the record on 
that point. 

(The statement referred to follows:) 


ProGRAM Prioritigs—Orricr oF Economic AFFAIRS 
I. BACKGROUND AND SETTING 


In view of the several appropriations and allocations involved in the tot 
nancial support of e Office of Economic Affairs some background is desira 
order to identity precisely the portion of the Office’s work to which the subs: 
ission refers. During fiscal 1954 the total positions supported from al 
9 er 150 At the moment it is 153. Of this total, how 
ced allocation of FOA funds to carry out a 
FOA’s overall administration of the Battle 
) are supported primarily by the export control appropria 
finance the Office of Economic Affairs’ functions 
the Export Control Aet This means that 113 
positio I i bv t . ular Bureau appropriation In support of other 
continuing functi of the Office of Economic Affairs We are assuming for t 
purpose of : rit liscussion that the 40 man-years financed for export 
control ar attle Act work are to be reserved, as nearly as administrative meas 
ures permit ac I e control 


an earmart 


support oft 


for these purposes In this sense therefore our work 
o other work we do, a first level priorit 


ip to tl ‘ t of 40 man-vyears The purpose of 
c 
| 


on these functi onstitutes, in relation 
this analysis, therefore, is t 
exami { relative priorities In those activities of the Office other than expor 
control and Batt ct work and to estab degrees of priority from “‘first level 
on down ¢: g arious activities to which we are currently devoting th« 
] ars of our 1954 budget, together with such additiona 
iracter as deserve consideration during fiscal 1955, ev: 
currently undertake 
arithmetic with respect. to the present deployment of the 
sble is necessary for a realistic approach to this proble: 
available in relation to the variety of activities to be cor 
iseful point of departure The Office of Economie Affair 
graphic” organization in the sense that its organizatio1 
1 by-country basis and all but one of its divisions are responsi 
for t ‘ountr lesks assigned to the countries of a region of the world As : 
result approximately 92 of the 113 man-years described above are assigned t 
this country -country work, while the remaining 21 are assigned to the Inte: 
national Economi Analysis Division which handles jobs that do not fall 
country or res al slots Chis rough breakdown naturally requires some hig! 
approximate apportionment of the overhead and supervisory workload as betwe 
the two types of work. Our estimate is that after allowing tor this overhea 
which runs approxi! ately to 19 peopl for bot! types of work, the actual count: 
work force is ab 77 positions and the force in the International Eeonot 
Analvsis Divisio about 17 positions 
Our country work covers approximately 170 distinet political units, each 
which presents individual problems of trade regulations, tariffs, government 
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1es, etc., which affect the operations « Americal JUSINeSS These range, of 
irse, from such minute and unimpx t units : he Windward Islands to 
ch vitally important markets as ada he Kingdom or Mexico 
For purposes of administration we have broadly disting ied 32 of these units 
f oustanding importance to American business while » remaining 135 
dered individually of secondary importance although individually the 
ficance of these secondary areas ranges from the relative importance of su 
intries as Uruguay, Ireland, Portugal, Ceylon, New Zealand, and Egypt t 
ch genuinely negligible units as the aforementioned Windward Islands, New 
tinea, Liechtenstein, Nepal, and Swaziland. On the other hand, the 32 major 
ts are such areas as Canada, Mexico, France, Brazil, Japan, India, and the 
nion of South Africa 
In the interest of concentrating limited resources on the areas of prime import- 
nce to United States business, the lion’s share of the 92 positions devoted to 
yuntry work should be assigned to the relatively short list of 32 major areas, 
vhile the residual should be stretched thin over the long list of secondary areas 
to insure that at least a few basic services are kept available on every area of the 
world. It would be difficult to say to any businessman, even if his particular 
nterest is in one of the smaller secondary areas, that the United States Govern- 
ent can make no services available to him For the interest of each individual 
isiness is in a particular area and it affords him small comfort to say that business 
13 a whole is relatively uninterested in the area which happens to be his entire 
terest. This especially follows from the fact that the more obscure the area the 
‘ is the likelihood that the businessman can find alternative private sources 
for the information he vitally needs on that area. 
Under this approach an allocation of 2 man-years of our effort for each of the 
32 major areas would account for 64 of the 92 positions, leaving one-sixth of a 
an-year or a total of 28 positions for each of the 135 secondary areas Chese 
ires refer to all efforts devoted to these areas, supervisory, professional, clerical, 
1 otherwise It is sobering to translate these nominal man-year figures into 
actual man-months of nonclerical effort per area. After allowance for annual 
leave and holidays, and on the assumption that two-thirds of our total effort is 
professional and only one-third is devoted to typing, duplication, etc., this alloca- 
ion means in plain words that the total professional effort devoted by the Office 
Economic Affairs to the average major country is 14 man-months per year or 
thee juivalent of 1.16 people subject to the vagaries of position turnover, recruit- 
ent, training, and sickness 
lor the secondary areas the arithmetic is even more revealing since the same 


alculation yields 1.16 man-months per area or approximately one-tenth of the 
ne of a single professional employee Viewed in this light the balance of this 
ission becomes one of how to allocate the time or what priorities to assign to 
work of 1% employee on a country of vital interest to American business and 

it priorities to establish for one-tenth of the time of ar ployee on an ar 
of secondary interest to American business collectively, although it may be 
primary interest to particular firms It is a problem of deciding how best to 
read these allocations of manpower over the preparation of pubticatio , Une 
f Foreign Commerce Weekly material, the preparation of investment 


preparation for and participation in tariff negotiation he handling of 


orre spondence Ing liries, face to face interviews with business visitors, preparation 
testimony and reports for congressional committee participation in NA¢ 
Ing groups on loans and financial policy, assistance in preparation for inter 
nal economic conferences, and | N. ECOSOC negotiations, analyses of 

gn Service reporting schedules. rating of Foreign Service officers, interview 

f Foreign Service officers, briefing of official visitors, preparation of material 

rr weekly Report on Economic Developments, preparation of bulletins for field 
fices and miscellaneous incidental assignments which arise in the course of the 


aT 


lhe work program for the 21 positions in the International Economic Analysis 
Division is, of course, of a somewhat different character and will be discussed as 
& separate problem 


Il. GENERAL CONSIDERATIONS 


Che problem of assigning priorities to the type of work done by the Office can 
ardly be solelv a matter of ranking topics (i. e., tariff rates, balance of payments, 
ax laws * * *) according to their descending order of importance. As a@ mini 

it is necessary to make assumptions in any such ranking concerning what 
nds of things we do on each of these topics. For example, the maintenance of 





1408 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


records containing the basic facts on a topic of only intermediate importance i: 
such a ranking might conceivably have a higher priority than detailed and exhaus 
tive publication of information on a topic which was considered intrinsically of 
much higher priority In short, the problem is not solely that of priority in th 
usual sense but, like most priority systems when they approach complete absorp 
tion of available resources, it becomes a problem of allocations 

A detailed consideration of the many facets of our work suggests that there ar 
actually several different characteristics, each of which is capable of some amour 
of priority analysis. These characteristics appear to include the topics themselves 
the media of information, the forum of influence or negotiation, and the customers 
or beneficiaries of the work It is possible to develop some rough although im 
many respects arbitrary ranking of topics taken by themselves, simultaneously 
develop a rough order of priority among the media for information disseminatio 
taken by themselves, and a rough priority among beneficiaries taken in t 
abstract and without reference to any particular topic or medium. A species 
overall priorities with respect to our actual individual assignments might lx 
developed through the interplay of these separate and parallel priority systems 
An attempt has been made under “IIT’’ below to lay out these separate priorities 
at least for disc n purposes 

Aside from tl] parate priorities there are two points which should 
mentioned ¢ rall considerations or assumptior 

nevitably ari hether there is any order of prioz 
be termed the! jt lve of our work These objecti 
been thought 
ions of factual information to the business community on matt 
business and investments. 
business through seeking to improve the conditio: 
abroad, adi istrative, legal and economic, which affect their operations. Thx 
would include * general activity, such as seeking overall improvements 
tariff, exchange, : ‘ustoms administration, or specific transaction interventio 
to straighten o1 treatment being accorded to a particular businessman it 
icular situs 
Additional service to busine bv seeking to represent his interest in th 
formulation of United States Government policy as it affects his overseas busine 
and investme! 

1) An additional objecti which i some sense implicit in any organizati 
and thereby s htly anoma I } is listing—namely, the maintenance of t! 
outside faciliti , Foreign Service personnel and reporting) essential to th: 
performance of the end product objective: Because this can be an importa 
time consumer, however, it is mentioned in this context. 

For the purpose of this paper we are assuming that even under our prospect ive 
stringency we have not reached the point at which we should consider abandonin 
any one of these major objectives and that they are therefore all on an even footins 
of priority In other words any priority system developed would assume thes 
objectives and be subsidiary to them in order to identify the relative importance: 
of subsidiary activities that are contributing thereto. If this initial assumptio: 
is subject to revision in discussion, it would have considerable impact upon the 
details of what is now presented under III. 

2) The Office faces the need to make decisions either implicitly or explicitly 
on certain general questions of approach. These include the question of whethe 
under an austerity budget it should concentrate its activities on multiproble: 
activities and media to the ruthless exclusion of single problem and single customer 
activities. In plain language this would mean declining to answer individua 
inquiries in order to devote our limited resources to the preparation of publicatior 
which will reach and be available to large numbers of customers. Another 
question is whether we should take a tough-minded attitude with respect t: 
alternative availability of information and confine our efforts to those aspects of 
each country on which there is no other reasonable source. This would imply 
in its extreme form, discontinuing a great deal of work on Canada or the United 
Kingdom, for which business has many alternative private sources of informatio 
and concentrating on areas where such private sources are not reasonably avai 
able. The question would also arise of whether we should rigidly avoid under 
taking work which is of utility only to a single industry in order to produc 
alternatively more material of multi-industry utility (i. e., discarding ideas 
publishing pure food or pharmaceutical regulations). In the same sense a ques 
tion could be raised of whether we should ruthlessly confine our activity t« 
matters of interest to the business community at the expense of matters in th: 
trade field of primary interest to other groups (i. e., the gift-parcel issue). 


f 
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The tough-minded answers to the above questions, rigidly adhering to the 
ective of getting the greatest amount of information for the greatest number 
business customers, would probably imply confining our information work to 
oad-cireulation publications and declining to answer individual inquiries. This 
course, would create endless friction since the man who wants an individual 
wer to a specific question would deeply and actively resent being turned away, 
ile the man who will under an alternative approach not have available a publi- 
ion will not consciously or specifically miss the reference source however useful 

ight have proved to him had it been prepared. These are questions which 
erve consideration bureauwide in order to adopt a reasonable middle ground 
tween tough-minded devotion to the greatest benefit and a realistic appraisal 
day-to-day public relations 


\ 


Ill. . TOPICAL PRIORITIES 


Che following rough rating of topic uuld be controlling in determining the 
s we undertake to publish on, to keep current records on, to obtain Foreign 
ice reports on, to speak authoritatively on in interagency negotiations and to 


pond to inquiries on, ¢ of course subject to the interaction of other priority 


igments concerntit he publication media, the ty pe f customers and bene 
iries in the special transaction or the nature of the interagency forum or policy 
rotiation involved: 


Highe 


view and administration of programs legislatively assigned to the Department 
BTIP, China Trade Act 
ed States regulatory actions and proposals—i. e., Tariff Commission escape 


lause cases, review of proposed tariff and trade legislation 


vement of merchandise trade of all countries 
ign tariffs, customs and exchange reculations 
eign import licensing procedures, policies and regulations 
ted States treaties and other agreements with foreign countries in the 
ercial field 
mmercial methods abroad 
iness conditions abroad 


lance of payments status and outlook 


Inte mediate priory 


reign taxation and public finance 
ign labor regulations 
ign treatment of entry of capital and remittances 
momic resources and market areas 
nomic development plans 
mmodity agreements 
: Lowest 


ggage regulations 
rle industry regulations 
ellaneous economic data 
reign wages 
reign agricultural production 
Point 4 and technical assistance matters 
oreign employment opportunities 
| other 


B. PRIORITY IN TERMS OF CUSTOMERS OR BENEFICIARIES OF PARTICULAR 
ASSIGNMENTS OR REQUESTS 


Highest priority 
Congressional committees 
Industrywide groups 
Individual firms engaged in foreign trade and investment 
Individual firms for domestic purposes 


Intermediate priority 


American press reviews and survey articles 
Government nontrade investment programs (i. e., industrial college) 


45481—54—pt. 2-18 
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Contributions to commercially published books and encyclopedia 
Individual travelers 

Students 

Nonbusiness clubs and organizations 

Foreign trainees 

Foreign press 

Foreign private individuals or firms 


PRIORITY AMONG MEDIA 


The following is not only arbitrary but is highly tentative and subject to discus 
sion on the issue of ‘‘greatest aggregate benefit to business community” versu 
‘practical public relations’ referred to in II above 


Highest pri 


ress release Ss 
oreign Commerce Weekly 


susiness Information Service 


Intermediate priority 


Conferences and conventions 
Individual visitors and correspondents 


Lowest pr torily 
All others 


\RTICIPATION IN GOVERNMENT POLICY ACTIVITIES 
Highest priority 


Semicontinuing broad-seale commercial negotiations or planning (i. e., Philippine 
Trade Agreement, German, and Japan reopening to private trade, etc.) 

Trade Agreements Committee—GATT activities 

N A 

rade promotion cor joint Canadian-United States Trade and Economic 

Affairs Committes 


PRIORITIES O MAINTENAN ! Ré " WORK 


Highest pr 


1 training progral 


Lo vest prioruy 


Foreign Service personnel activities 
Civil Service Commission activities 
All others 

no single one of the above priority lists is by itself conclusive wit! 
respect to any particular project or work assignment. Any particular project 
or work assignment will find its place in 2 or 3 of the priority lists with the possibl 
exception of the administrative assignments. The evaluation of any particular 
assignment would therefore depend upon the interplay of these priority systen 
hey affect the characteristics of the assignment. No attempt seems useful 


as t! 
at this time to go beyond these listings to discuss their implications for major 
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pes of projects in view of the fact that the priorities themselves were highly 
oversial and should be exposed to broader discussion and revision before it 
vuld be useful to draw conclusion with respect to particular kinds of projects. 

Senator SALTONSTALL. Do you wish to add to that statement? 

Mr. 5. Anprerson. | think it is a complete statement as to the basic 
justification. This is an analysis of the priorities we would use in 
utilizing funds, starting from the funds we had this year and showing 
how adequate they are in terms of being able to cover the extremely 
complex situation that developed in connection with our foreign-trade 
nterests. 


FUNCTIONS OF ADDITIONAL PERSONNEL REQUESTED 


Senator SALTONSTALL, These 104 people would be traveling in 
various countries? 

Mr. S. AnpEerson. Not altogether. They would spend some time 

the field, but most of their time would be here analyzing reports 
th at come in, prepi wing reports in answer to inquiries service to busi- 
nessmen, and giving them material and other help. 

These men would also take active part in the preparation of what 
| referred to earlier as our investment guides, of which I have three 
here that have been receiving from business considerable attention 
and great praise. 

Senator SALTONSTALL. When did you make these? 


FUNDS FOR PUBLICATION OF INVESTMENT GUIDES 


Mr. S. Anprerson. These were published this year under a special 
rrant under section 516 (c) of the Mutual Security Act. We think 
this should be continued in other parts of the world as the basic 
cuideposts for the gradual development of American investment 
abroad 

Senator SALTONSTALL. How much money did you get from MSA 
wr other departments? 

Mr. S. Anprerson. Roughly $15,000 

Senator SALTONSTALL. That is all? 

\ir. S. Anprerson. That is the printing cost 

Senator SALTONSTALL. That is all you got? 

Mr. S. Anprrson. For this last vear. 

Senator SALTONSTALL. Have you any commitments from MSA this 
vear? 

\(ir. S. Anperson. Not for fiscal 1955 but we have $5,000 available 
this year for Pakistan which is not yet published. 

Senator SALronsraLL. You would like to have some money in your 
own allowance to do this sort of work? 

Mr. 8. Anperson. Those amounts would be contained in our pro- 
posed budget, but the more important factor than the printing is the 
man-hours that goes into the preparation of such publications. 

Senator SaALronsTauu. Then is it fair to say these 104 people would 
be employed somewhat in the field, more here in Washington, and 
working on the possibilities for foreign investment and foreign trading 
in these other countries by our people? 

Mr. S. Anprerson. Also the preparation of the basic economic studies 
which are the foundation stone of any intelligent businessman’s judg 
ment about a given country. 
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OFFICE OF INTELLIGENCE AND SERVICES 
JUSTIFICATION FOR ADDITIONAL PERSONNEL REQUESTED 


Senator SALTONSTALL. The Office of Intelligence and Services has 
been cut by the House to approximately the same amount or a littk 
less than you had this year and eliminates the 104 additional positions 
requested in your 1955 estimate. What would those additional peopl 
be doing? 

Mr. 5. Anprerson. ‘Those are much more the type of thing that | 
was just showing a minute ago which is a way of servicing small and 
medium businesses which come in for information. I might put this 
back up on the easel and say that we have 33 regional offices. Thes 
offices have about 35,000 requests a month for information, both by 
letter and personal visits. Those are from people making inquiries 
having to do with foreign trade. In other words, the small-business 
man or any businessman can get plenty of information about his local 
situation. But when he gets interested in overseas trading, then hi 
has to come to the Department of Commerce. That is where most 
of this information is prepared 

Senator SALTONSTALL. Do not those two offices interlock? 

Mr. S. Anperson. They do very much and work together all 
the time. 

Senator SALTONSTALL. Do they double up or do they do the sam: 
work? Is there overstaffing there? 

Mr. S. Anperson. No. The Office of Commercial Intelligenc: 
works with the country desk people with respect to the individual 
factors in the country itself, but they are concentrated more upon thx 


individual businesses in those countries and the relationship of those 
businesses with American business as against the basic economi 
conditions, trade figures, publications from the country itself, and 
things of that kind. 


INTERNATIONAL RESOURCES STAFF 


Senator SauronstaLu. The other cuts were for a comparatively 
small number of additional personnel estimated for, the biggest cut 
being 15 in the International Resources staff. What are thei 
functions? 

Mr. S. Anperson. That staff is the one that works upon all 
responsibilities which the Commerce Department has along with 
other agencies in such complex commodity matters as are involved 
in the International Wheat Agreement, the development of commodity 
and resource information abroad necessary for the defense planning 
effort under Dr. Flemming, ODM. We are called upon constantly 
to provide information and advice with respect to a large number of 
international commodity problems. 

I sit on 5 or 6 different committees which have to do with these 
questions. 

Senator SALTONSTALL. What this comes right down to is how much 
do we want to do, is that right? 
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NEED TO REBUILD SERVICE 


Mr. S. Anprerson. That is exactly right. Mr. Weeks has testified 
fore vou that he believes that the Department of Commerce has 

formed very inadequate servicing in regard to the foreign business 

terests of the United States in these last few years. It is his strong 
etermination, as | think you know very well, to try to rebuild the 
Department into a respectable representative and service organiza- 

m for the American business community. That is the long and 

short of it 

Senator SALTONSTALL. We have some letters here which I will put 

to the record. One is a letter from Mr. Waters of the American 
nagazine on the need for a travel office 

Another is a letter from Mr. W. A. Beltz of the Worcs ster, Mass., 
Chamber of Commerce on the need for continuing publication of the 
World Trade News 

We have communications urging the transfer of the reporting serv- 
e from the State Department to the Commerce Department from 
Charles J. Ewald, Cleveland World Trade Association; W. P. Miller 
f the Philadelphia Chamber of Commerce; W. S. Johnson, of Jack- 
onville, Fla., Chamber of Commerce; E. T. Desmond, of the Miami 
Chamber of Commerce; and Roland L. Kramer, of the Foreign Traders 
\ssociation of Philadelphia, Inc. 

The communications referred to follow:) 


Tue AMERICAN MAGAZINE, 
New York, N. Y., March 22, 
SRIDGI 
an, Senate lppropriations Committee, 
Senate Ofiice Building, the Capitol, Washington, oS. 
Dwar Sir: Speaking for the Magazine Publishers Association, as representing 
96 leading magazines in America, the undersigned gave strong support to House 
nt Resolution 350. This resolution introduced by Senator Flanders and 
ngressman Javits proposes the establishment of a United States Travel Com- 
ior 
‘he undersigned, in the attached testimony, made a plea for the establishment 
a travel office in the Department of Commerce so that the Government’s 
urists activities could be focused in one place. We now learn that the House 
Appropriations Committee has not allowed this small item of $78,000 for the 
tablishment of this travel office. 
We \ ould appreciate it if vou would glance over the attached testimony to see 
reasons for urging that the Senate Appropriations Committee allow this item 
the Department of Commerce budget. 
As you know, the Randall Commission made strong recommendations as to the 
portance of our Government’s taking interest in international tourism as one 
the principle ways to put more dollars into foreign trade channels. 
Sincerely, 


Somerset R. Waters, 
Director of Business Development. 


COMMENTS ON THE PrRoposaAL To Estapiish a Unirep States TRAVEL 
CoMmMISSION 


Mr. Chairman, my name is Somerset R. Waters. I am associated with the 
American Magazine. I have the honor to speak as a representative of the Maga- 
zine Publishers Association. Included in our association are 396 magazines 
representing a total circulation of approximately 146 million. 

On behalf of MPA, may I thank the members of this committee for their 
interest in the subject of international travel. We believe that the passage of 
House Joint Resolution 350 would be an important step toward determining a 
method for increasing understanding between the various countries of the free 
world and for strengthening international trade to the benefit of both the people 
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of the United States and the peoples of other friendly countries. We wish t: 
emphasize that in submitting the following comments we are considering inter 
national travel as a two-way street. The development of travel to the United 
States from foreign countries is of equal importance as the increase of trave 
from the United States to other countries 

In the first place, there is a real need to put the spotlight on foreign travel as a1 
important factor in foreign trade. We are informed that United States tourist 
spending puts more dollars in foreign trade channels than any other single com 
mercial item with the exception of coffee. In 1953, it is estimated that United 
States travelers spent well over $1 billion on travel in foreign countries and for 
transportation on foreign carriers. We believe that it is possible to more thar 
double this figure within a few years. The Randall Commission reports that 
there is a concealed dollar gap of some $2 billion to $3 billion annually. It seems 
well within the realm of possibility to close one-half to one-third of this gap throug! 
increased tourism alone 

Of the many trade-not-aid proposals that have appeared in the past few years 
it is suggested that tourism is the easiest, most practical, and least controversia 
method for giving international trade a strong injection of new dollars. In thi 

arch for currency convertibility, this might provide the needed stimulant 
give governments courage to take the steps necessary to loosen the currency 


controls which are now strangling world commerce 

The first question that arises is this: Is there need for a travel commission t 
study this subject? Over the past few years, we have had several thorough studies 
of our foreign trade problems. One study was made under the direction of Gordor 
Gray. Following this, the Bell Commission tackled the problem of foreig: 
economic policy. Despite the tremendous size and importance of tourism neither 
of these studies included any significant mention of the possibilities of increased 
trade through an expansion in tourist travel. The recent Randall Commission is 
to be commended for including two paragraphs on this subject. This is one of 
the few sections of the report on which there seemed to be no dissent. Travel 
has been termed the forgotten partner in international trade. The fact that it 
has received so little attention by the important groups studying foreign trad 
gives emphasis to the importance of this committee taking favorable action o1 
House Joint Resolution 350 

Because of their belief in the in.portance of travel in world trade and because of 
the increased interest in travel on the part of the United States public, many of 
the magazines of America have increased their editorial emphasis on this subject 
Every month millions of copies of magazines show the American public th« 
attractions of both domestic and foreign vacation areas. We, in the magazine 
business, feel that we are playing an important role in the encouragement. of 
travel, but believe that future growth must depend on the initiative and effort 
of the tourist areas to sell themselves to the United States public. Much more 
must be done by our own Government and by foreign governments to promote the 
increase of tourism. To grow from the present level of tourist traffic will requir 
the use of all of the sales and promotional techniques that are applied by othe1 
industries to sell their products to the United States public. 

In view of the importance of tourism as one of the leading factors in foreigr 
trade, it would seem appropriate for Congress to ask the executive branch of our 
Government why so little is being done to encourage tourism. When our domestic 
travel association, the National Association of Travel Organizations, asked me to 
represent them at an international meeting in Lisbon, Portugal, last October, I 
discovered that our own Government had no office and no personnel assigned to 
this task of encouraging travel to and from the United States. At the conference 
I found that most of the important countries of the free world had sent to th« 
meeting experts with long experience in the field of tourism. Imagine the feeling 
of an American businessman, who crossed the ocean to attend an international 
conference such as this, when he observes that the United States is represented 
by the local embassy personnel in Lisbon—people who had no knowledge or exper- 
ience in this field of international travel. The other governments had sent their 
first teams of professionals while we depended on an amateur pick-up team 
recruited in Lisbon. I do not want this to be taken as criticism of our personnel 
in our Lisbon Embassy. These are people dedicated to public service and doing 
an outstanding job in representing our Government in Portugal. Under the 
circumstances, they performed most creditably. The point is, that in one of the 
major fields of foreign trade, we had no experts in Washington who could be sent 
to such a conference to deal with foreign governments on the highly technical 
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bject of international travel. This is a subject worthy of study by a Commission 

the type proposed in House Joint Resolution 350 

Now, after months of study, the Randall Commission has made certain recom 
endations in regard to tourism. Can anyone find, in our Government, a 
jepartment or an office specifically charged with implementing the recommenda 
yns of the Randall Commission in the area of travel and tourism? 

Under the ECA program, a start was made in the direction of encouraging an 
pansion of tourism. Before this program got off the ground, the entire project 
as abandoned because it was determined that with the outbreak of the Korean 
ir, Congress might not favor the use of Government funds for salaries for the 
chnicians employed in this work. 

Back in 1949, there were high level economic discussions between Britair 
anada, and the United States A communique issued in September at the 

clusion of this meeting requires ‘‘maximum efforts * * * to direct exports to 

dollar area and to build up earnings from tourism and otuer services.”” We 
uld like to inquire as to what Government office is actively engaged in following 

) the tourism section of this agreement. The development of tourism is a long 

n project requiring a continuing program within the Government 

We are informed that at the present time the Department of Commerce is 

iesting funds in the amount of approximately $78,000 for a small travel office 

upport some of these activities. Although we believe that economy in govern- 
nt requires holding personnel requests to a minimum, it would seem that here 

a special situation where a small investment may bring large savings to the 

nited States taxpayer. We should like to recommend to Congress that approval 

given to this request. We further suggest that Congress examine this request to 
etermine, in this rather unusual situation, whether the funds requested are large 
nough to accomplish the mission. The success of this project will depend on our 
Government’s ability to persuade foreign governments to cooperate in this inter- 
itional effort Experts on tourism will be required to travel to all parts of the 
rid and to work with our Embassy personnel in submitting suggestions for the 
xpansion of tourist flow to and from the United States. Can all of this be accom 
plished for $78,000? 

One of the problems whicl. needs the attention of the suggested travel commis 
ion is the extent to which international tourism can be expanded Apparently 
Americans last year spent on foreign travel only half as large a percentage of 
their income as they spent 25 years ago. If foreign travel had kept pace with 
national income, our expenditures in foreign travel in 1953 should have been close 
to $2.5 billion instead of a little over $1 billion. 

\ leading economist estimates that half of the dollars spent in the United 
States are for discretionary spending—for goods and services outside the necessities 
of life such as food, clothing, and shelter. In other words, half the average 
family income now goes for created wants rather than actual needs. This market 
can undoubtedly afford a great deal more of both domestic and foreign travel than 
it is now enjoying. 

If, to this factor, we add the great increase in leisure time,fthe increase in educa- 
tion, the improvement in transportational facilities, the improved techniques for 
selling and advertising and the improved services offered by travel agents through- 
out the country, it would seem that the possibilities for a great expansion in 
tourism are very bright. 

Another question which should be examined by the Commission is this: Are 
the foreign governments which need United States dollars actually making a 
strong effort to attract United States tourists? I am afraid that here you will 
find one answer to the problem of why our tourist traffic is so much lower than the 
potential indicated by our high nationalincome. Your investigation will probably 
show that despite the need for dollars, foreign governments are making only a 
small attempt to encourage visits by United States tourists. Our Government 
could do much to bring this to the attention of other governments in search of 
ways to obtain United States dollars. 

The facts on this are easy to determine. The Attorney General sends a report 
to Congress each year in the administration of the Foreign Agents Registration 
Act of 1938. This shows the expenditures of the foreign government tourist 
offices. The Department of Commerce reports each year the expenditures of 
United States citizens traveling in foreign countries. By comparing these two 
reports, it is easy to find the percent of tourist earnings these foreign governnients 
use to build their tourist programs and attract more United States visitors. 

The facts are disheartening. South America, Africa, Asia, and the Pacific 
areas do almost nothing. Because most of our Government dollars, devoted to 
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he United States At the present time, rather than encouraging a flow of tourists, 
we have a number of regulations which make it extremely difficult for tourists to 
e the United States with their own eyes This commission could most profit- 
bly study this problem and find ways in which the travel of desirable foreign 
ors to this country can be facilitated by the elimination of unnecessary docu- 
ntation and by speeding those examinations which are necessary to provide 
e essential measures of security. In addition, most countries have government 
fices established abroad for the purpose of encouraging tourism. The Com- 
ion could determine whether we have reached the point where we should have 
ited States Government travel offices established in selected countries to pro- 
te travel to the United States 
Finally, it is our belief that this Commission could make a valuable contribu- 
to the travel industry by addressing itself to the problem: How does the pro- 
tion of foreign travel affect the domestic travel industry? In the past, periods 
high-level foreign travel have also been periods of high domestic travel Infor- 
ion on the interrelationship between foreign and domestic travel would be 
reat importance in determinin our Government’s policy on both in-bound 
out-bound travel 
conclusion, may we agaln congratulate > committee for examini a prob 
which has long needed the attention of Congres Thank you very muc! 


e opportunity to present our 


STER (CHAMBER OF (COMMBI . 
Worcester, Mass., March 30, 196 


Srytys BripGEs 


Ll! . 
Senate Office Building, Washington, D. C. 


aR SENATOR BRIDGES: has been given us that consideration is about 
en the budget of the Bureau of Foreign Commerce of the Department of 
neree and that you are inquiring as to the effectiveness of their operatic 
We should like to go on record as saying that the regional office of the Depar 
nt of Commerce in Boston and especially the Bureau concerned with int 
ynal trade, has been especially of great value to all New Englanders engaged 


reign trade 


i heir perso nel has repeatedly gone out of their wav to be of assistance to local 
istries. It is our opinion that mue!l » interest in foreign trade in New 
land is indirectly the result of th sureau’s helpfulness 

We were considerably chagrined recently when we learned that their weekly 
ication, World Trade ews, was discontinued because of lack of funds 

veekly newsletter h been held in very high esteem ir ew England foreign 
circles and its loss has not been replaced by any other governmental or 
iblic journal 

We hope the operations of the Boston regional office will not be curtailed, 
ause of the vital part it plays to our economy, but returned to its former state 

if usefulness, and that the World Trade Newsletter can be restored to that office. 
Sincerely yours, 
WituiamM A, Betz, 
Secretary, Foreign Trade Counci 


CLEVELAND Wor.up TRADE ASSOCIATION, 
Cleveland 14. Ohio. March 24, 1954 
STYLes BRIDGEs, 
Chairman, Senate Appropriations Committee, 
Senate O flice Building, Washinaton, D. C 
Dear Senator Bripvces: I am taking the liberty of addressing this letter to 
you with reference to bill H. R. 8067 covering appropriations for State, Justice, 
d Commerce, on which I understand hearings are to be held on Mareh 25. 
We are quite concerned that the services of the Bureau of Foreign Commerce 
hould be adequate for our present high level of international trade. Many of 
believe that this service would be greatly strenethened if the foreign commercial 
rvice were returned to the Department of Commerce. Iam very familiar with 
atin American countries and I have long felt that our foreign commercial 
resentatives should be able to render a more valuable service both in relation 
our exports and imports 
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It is my con ion that a plan could be developed at very little cost whicl 
would stimulate the importation of products that do not at all compete wit) 
our own manufactures and which would, therefore, not only facilitate our export 
by providing dollars abroad but would likewise be rendering an important servic« 
to the foreign countries by helping to raise the standard of liv ing of their peop! 
[ am, moreover, persuaded that this service would be more effectively dons 
people with busin training and experience were selected by and were under 
the direction of the Department of Commerce ] respectfully submit this sus 
gestion for the consid ration of vour committee 

Yours ' incerely 
CHARLEs J. Ewan, 
Frecutive Director 


, OF GREATER PHILADELPHIA, 
hiladelphia 8, Pa., March 28, 194 


D.¢ 


ommittee on Appropriations is h« 
riations for the State, Justice, a 
ion is taken to make known the view 
pect of the question, namely, the apportionment 
au of Foreign Commerce Department of Commer 
: | ropriation, the necessarv f 
foreign trad promotional activil 
that thi organization is on record 
| Government as may be achie\ 
rs solely, therefore, on the matte 


imeree of the United State 
of a strong and growing natio 


will be an increasingly vital one 


conduct of this export-imp« 
ntu country depends in no 
orei¢gn Commerce o furnish f: 
in this field Particular 
formation provided by those f 
the proper compilation and 
i a well, of 
ince the transfer to the State Department 
commi ners, constant complaints have br 
ervice received is no longer of the intimate kind reali 
Department had jurisdiction of these affairs We are awa 
that the volume and type of commercial informat 
itisfactoryv or adequate because of insuffi 
ur foreign commercial service posts with persons 
xperience 
nmendatior therefore, that any and all funds to be allocated 
Department for the conduct of commercial matters, under the pr 
visi f H. R. 8067, and including specifically the salaries and expenses 
Foreign Service personnel concerned with commercial matters, be transferred 
the Department of Commerce to enable the latter department to reestablish 
commercial attaché service comparable to that provided up to 1939 
If it is impractical at this time, from an organizational standpoint, to make 1 
transfer of personnel and consequently the funds involved in the proposal abx 
we recommend that appropriate measures be taken to assure the Commer 
Department having a partial if not a complete voice in the disposition of th. 
funds until such times as an actual transfer is effected. 
It is our request that the views expressed herein be recorded in the proceedi 
concerning H. R. 8067 
Very truly yours 


course 


Watrer P. Miuuer, Jr., President 
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JACKSONVILLE CHAMBER OF COMMERCE, 
Jacksonville, Fla., April 6, 1954 
Hon. Srytes BRIDGES, 
Chairman, Senate Committee on Appropriations, 
United States Ne nate, Washington, D.C 


DeAR SENATOR BrinGes: The writer understands that your committee is now 
ynsidering H. R. 8067, which carries appropriations for State, Justice, and 
ommerce Departments, and that included therein is an appropriation for the 
Department of Commerce for the reinstitution by that Department of the com- 
ercial attaché service in foreign capitals 

Che writer has been engaged in community development work for the past 31 

ears Prior to 1933 he received prompt and efficient service from the commercial 
ttachés of the Department of Commerce whenever information was needed 
egarding trade opportunities or supply sources in the nations to which they 
vere assigned. Frankly, the service rendered by the commercial representatives 

the State Department cannot compare with that received from the Department 
f Commerce. 

[t is the writer’s sincere hope that your committee will make it possible for the 
riment of Commerce to reinstitute foreign commercial service by the De- 
nent of Commerce, as he is confident that this step will bring about a great 

e in efficiency and service to American business 
Sincerely yours 
W.S. JOHNSON, 
"ice President and General Ma 


Miami, Fuia., March 18, 
or StyLes BrRIpGEs, 
hairman, Senate Appropriations Committee, 
United States Senale, Washir jlon,  € 
Reference H. R. 8067: Our view is appropriation salaries and 
ice men concerned with commercial matters and personnel itself be trar 
{from State Department appropriation and jurisdiction to Bureau of Foreign 
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FoREIGN TRADERS As ATION *HILADELPHIA, INC.,. 
l "a March 1 2 1964. 


s Committee, 


Washington, D. C 
as - 


fy Dear Senator Bripaes: As we understand it, shortly you will be consid- 


appropriations for the executive departments covering the fiscal year 1955 
us start by stating that we are in accord with the desire of both the executive 
yngressional branches to reduce governmental expenditures and nothing 


er is intended to endorse increased overall expense 
Our concern is with the fact that during the 15 years we have operated ir 
rtime economy emphasis in the Department of Commerce has been on control 
ither than trade promotion When you consider that this period followed 6 
ears of attrition, begun with the drastic 1933 staff reductions, you will appreciate 
feeling that the services available to foreign traders have fallen into a sorry 
Frequently different groups disagree on foreign trade matters, but there cannot 
iny disagreement that once more we are in a buyer’s market, so that there is 
w a crying need for current information and aggressive promotion 
During the spring of 1953 our association sent a series of letters to Secretary of 
Commerce Weeks, making various suggestions which we believe will be helpful. 
These suggestions included: 
1. A request for more detailed statistics of imports and exports. 
2. The reestablishment of Commodity Divisions 
3. More adequate and prompt reporting from the field and prompt dissemina- 
of this data on arrival. (This includes more frequent trade lists and up-to- 
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date World Trade Directory reports as well as collaboration between the Com 
modity Divisions and Trade Advisory Committees to determine which additional! 
commodity reports are needed. 

4. Commercial representatives abroad should be persons of business training 
and experience and their selection and direction should be returned from the 
State Department to the Department of Commerce. 

We recommend a continuance of the present separation of the budget of th 
Bureau of Foreign Commerce between its Export Control Section and those func- 
tions devoted to promotional activities. All of our suggestions relate to the latter 

Obviously our suggestions will increase expenses in the Bureau of Foreig: 
Commerce. Some of these can be passed on to us in the industry in the form of 
subscriptions to statistics, trade lists, WTD reports, etc. The balance we believ: 
can be covered by transfer to the Department of Commerce of such part of th« 
State Department budget as is now used for services which the Department of 
Commerce can do more effectively and we believe at sufficiently lower cost. t: 
make available funds for better handling of material from the field after it reaches 
the United States. 

The above is submitted with our earnest appeal for thoughtful consideratior 

Sincerely yours, 
Roianp L. Kramer, Secretary 


GENERAL STATEMENT 


Mr. S. Anperson. I would like to add observations on some of th 
Intelligence Department’s work, particularly that having to do with 
foreign travel. As you know, the net gains to the world as a whol 
in other words, the invisible imports into the United States from 
foreign travel is the largest single item exceeding indeed any other 
single item imported. It therefore furnishes dollar purchasing powe 
abroad which eventually has to be spent for American exports of th: 
largest single source. 

We believe that if an adequate effort is made in cooperation with the 
travel industry itself, that the possibilities of increase in dollar earning 
power abroad due to foreign travel can be substantially incre ~ d and 
as such it will eliminate the necessity correspondingly for Unité 
States aid and indeed for United States imports. 


COMMENTS ON FOREIGN SERVICE REPORTING 


Senator SatronstaLut. There have been a number of question 
here posed by the staff and others. To prevent duplication between 
your Department and the State Department, will you put the answers 
to the following questions in the record? 

Mr. S. ANpErRson. Yes, sir. 

Senator SALTONSTALL. The questions are as follows: 

What efforts are being made by the Department of Commerc: 
to conform to the recommendations of this committee, namely ee 
reassessment of requests made of the Foreign Service with regard + 
the value of such requests? 

(The information referred to follows:) 

‘he Department of Commerce has always screened requests made of 
Foreign Service with respect to the need for information in connection with it 
own responsibilities and in providing service to the business community. It 
presently in the process of establishing a ceiling on the number of request 
will make of the Foreign Service, which will include all primary units of t! 
Department. The establishment of this system will place on each primary w 
even greater responsibility for making a careful assessment of the value of ea 
request in connection with its operations or as it may have a bearing on servit 
to business. The central screening process by our departmental committee wi 
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ntinue to be performed in order that the requests may be held within the overall 
eiling. 

The store of information which the Department of Commerce builds up through 
nformation requested of and provided by the Foreign Service of the United 
States forms the basis of much of the service rendered to the business community. 
Such information is made available to the business community largely through 
publications (Foreign Commerce Weekly, Business Information Service, etc.). 
\s an illustration of the usefulness of this information, the records of the field 

es of the Department of Commerce indicate an average of 35,000 inquiries 
per month in the international field. Obviously, there are problems and situa- 
tions which arise which require recourse to the Foreign Service since no informa- 
tion is available in the Department of Commerce. Although such inquiries may 

e made in behalf of one unit of the Department of Commerce or some firm or 
individual, it constitutes an addition to the store of information available to the 
Department in answering future questions of a similar nature. If this process 
joes not continue in reasonable volume, business will communicate directly with 
the Foreign Service, thereby tending to destroy the usefulness and scope of 
vstem built up over the last 30 years. 


Senator SALTONSTALL. 2. Have any actions been begun by your 
Department to discover or utilize alternative sources of information 
outside of the State Department Division of Foreign Reporting? 

(The information referred to follows:) 


[he Department utilizes to the fullest extent possible sources of information 
other than the Foreign Service. It has a substantial program for the acquisition 
of foreign publications both those put out by governments and those deriving 
from private sources. Of recent years, it has relied increasingly on material 
ivailable from the United Nations and its specialized agencies. In addition, 
Foreign Service officers are under instructions to furnish publications instead of 
reports whenever this is feasible. 

It should be indicated that there are limitations to the possibility of using non- 
oreign Service material in many countries. Few countries have government 
ublications and a business press which put out information in the detail and with 
he timeliness required by American businessmen. 

It is in these very countries where information from other sources is inadequate 
iat the American businessman looks to his Government for information neces- 
ary to carry on his business. While, therefore, progress has been made and can 

probably continue to be made in using other than Foreign Service sources of 
formation in the case of a few highly industrialized countries, very little progress 
an be anticipated along these lines for the vast majority of countries. 


Senator SALTONSTALL. 3. Are you conducting an end-use survey 
with regard to reports as suggested by this committee, with an eye to 
reducing the volume thereof? 

The information referred to follows:) 


End-use surveys of Foreign Service reports are constantly being made with an 
eye to improving services to the business community and reducing unnecessary 
vork. These surveys are conducted in a number of ways, chief of which are the 
following: 

a) Regular visits by Bureau of Foreign Commerce officials to field offices where 
consultations are held with staff members and businessmen concerning the use 
and adequacy of these reports. 

b) Meetings of business organizations and advisory committees where members 
are asked to comment on the usefulness of the services rendered and submit 
changes to improve their value. 

In addition, a special survey program is being instituted. Key trade associa- 
tion officials are being asked to conduct for us a survey of their membership to 
evaluate present services of the Bureau of Foreign Commerce and determine 
minimum needs which cannot be obtained by any other means. This will com- 
ply with the recommendation of the committee. 


Senator SALTONSTALL. 4. With regard to your order dated March 
t, 1954, which order eliminated the mandatory nature of requests for 
World Trade Directory reports in connection with trade lists—has 
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the order lessened to any noticeable degree the volume of work re- 
quired of the Foreign Service in behalf of your Department? 
(The information referred to follows:) 


This order has been in effect for such a short period of time that it is not possibl 
to measure its effects. However, it is believed that workloads, insofar as the 
preparation of WTD reports is concerned, will thereby be reduced at least 25 
percent 

This is only one recent example of a number of steps which have been taken to 
reduce the volume of Commerce requests for this kind of information. For 
example, Commerce field offices have been under instruction for several years to 
screen World Trade Directory requests from United States firms. An even 
greater reduction in demands on the Foreign Service for trade promotional mate- 
rials has been realized as the result of the discontinuance or consolidation of a 
number of trade list series which had been maintained as standard services to 
United States foreign traders A list of these discontinued or combined series is 
attached 

In addition, the Department of Commerce is daily rejecting spot requests for 
certain lists for certain countries. Hundreds of requests of this nature have bee 
turned down in the last 6 months, realizing reductions in the workloads totaling 
thousands of hours at the Foreign Service posts 

The Department of Commerce has long since relieved the Foreign Service of : 
considerable workload by substituting for trade lists published directories, trad 
associations, and similar sources abroad to the extent practicable. A program 
has recently been initiated to more fully develop this plan based on individual 


country trade studies and the recommendations of our Foreign Service posts in 


those 


countries 





TRADE Lists SERIES 


DISCONTINUED OR COMBINED 





Automotive nd equipment, Combined to automotive vehicles a 


importers and dealers; motor vehi- equipment, importers and dealers 

cles, importers and dealers 
Bakeries Discontinued. 
Beverages, manufacturers Do. 
Cement, manufacturers Do 


Cotton ginneries Diseontinued—Substituting raw cottor 


importers, dealers, and agents wher 
applicable 

Discontinued. 

Discontinued—List of dental supp 
houses now includes any denti 
known to be importing directly, 

Combined with dry goods and eloth 
importers and dealers. 

Discontinued. 

Confined to relatively few countries e. 
porting commercial quantities  t 
United States. 


Dairy industry 
Dentists 
Department stores 


Flour mills 
Furniture, manufacturers 


Hotels Diseontinued. 
Laundry and drv cleaning industry Do. 
Motion-pieture theaters Do. 


Motorbus lines and transport com- 


Discontinued—Inquiries referred to 
panies 


automotive and vehicle, importers 
and dealers list. 

Combined with paint and varnish, im 
porters and dealers, when importi! 
raw materials from United States 

Diseontinued. 

Discontin ued—lInquiries referred to lum 
ber, importers, dealers, and agents 
list. 

Discontinued exeept when available 
director form. 

Soap, manufacturers oan . Combined with 


Paint, varnish, and pigments, manu- 
facturers. 


Rice mills 
Sawmills 


Schools and colleges 


medicinal and toil 
preparations, manufacturers. 






































STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1423 


Senator SALTONSTALL. 5. What is the value to be derived by the 
Government from such a questionnaire as the one regarding 35-milli- 
meter cameras and equipment (which questionnaire was sent to 68 
foreign posts)? 

The information referred to follows: ) 


Che question! aire under reference is the on ibmitted to the State Depart 
nt for transmittal to the Foreign Service requesting information on motor- 
eture-theater operations abroad. This questionnaire has not been transmitted 
the Foreign Service by the Department of State 

his questionnaire was developed by the Scientific and Motion Pieture Division 
he Business and Defense Services Administration of the Department of Con 
erce at the request of the Motion Pieture Association of America and the Society 
li ae pe ndent Motion Picture Produce rs The questionnaire has beer 

h the United States Information Agency and the substantive unit of the Sts 
partment so that possible areas of interest of these ¢ neies would likewise be 

} 


vered. 
The value to be derived by the United States Government in obtaining this 
rmation will be that of (1) carrying out its statutory responsibility of promot 


foreign trade and servicing the United States business community, (2) keep- 


abreast of operations 1! foreign countries as they may voly » police consider 
ions, and 3 servicing the informational needs of the I nited States Information 
geney on foreign motion-picture operations. 
Che motion picture industry has been faced with worldwide difficulties In the 
ted States it is meeting with severe competition from television and other 
tertainment facilities In the foreign field it has suffered from foreign com 
tition and restrictive quotas, so much so that its percentage ol film showings 
decreased from 90 to 70 percent in the last few years lhe interest of the 
istry in the foreign field is illustrated by the fact that 40 percent of its total 


ome 18 derived from fore gh sources 


Senator SALTONSTALL. 6. What is the value to be derived by the 
Government from such a questionnaire as the one regarding pulp and 
paper (which questionnaire was sent to 15 foreign posts)? 

The information referred to follows: 


One of the statutory responsibilities of the Department of Commerce is to 
ster and promote the export trade of the United States $v increasing and 

stabilizing exports of pulp, paper, paperboard and products, production and 
ployment in the domestic industries are also favorably affected 

(he proposed questionnaire regarding pulp and paper covering 15 foreign 

ntries has not yet been transmitted to Foreign Service posts 

The survey was requested by the export committee of the American Paper & 
Pulp Association, representing domestic manufacturing mills interested in export 
and by the United States Paper Exporters Council, representing established 
United States paper export merchants. 

The domestic industry has substantially enlarged production capacity to meet 
both increased domestic requirements for pulp, paper, paperboard and products 
as well as growing foreign demands. Larger exports are particularly important 
during the current softness in domestic markets. However, the United States 
industry plans to maintain a steadier and larger volume of exports in the years 
ahead. In order to appraise foreign developments and meet the changing market 
conditions of foreign countries, the industry trade groups referred to abov: 
recommended the selection of 15 foreign countries for which they requested the 
Department of Commerce to make a special market survey. 

This type of service to American industry is not new and has been considered 
a fundamental part of the responsibilities of the Department of Commerce for 
over 30 years 


Senator SALTONSTALL. 7. Have any efforts been made by your 
Department to put your service to American business on a sustaining 
basis by formulating fair charges (rather than purely nominal ones) 
for such services? 

The information referred to follows: ) 
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A survey is currently being made, on a departmentwide basis, on the feasibility 
of putting services performed for American business more nearly on a sustaining 
basis. As this applies to the Bureau of Foreign Commerce, it would principally 
affect the price of our published material, which is our main medium for keeping 
the business community currently informed on changing world-trade matters. 


Senator SALTONSTALL. 8. What use is made of the revenues derived 
from such services as World Trade Directory reports for which you do 
impose a nominal charge? 

Has any inquiry been made into the feasibility of applying such 
revenues toward improving service in the collection of the information 
required by such requests? 

(The information referred to follows :) 


Revenues derived from the sale of World Trade Directory reports are deposited 
as miscellaneous receipts, Treasury Department, and are not available for use by 
the Bureau of Foreign Commerce. 

This practice is prescribed by law and is followed by other Departments of the 
Government. For this reason, no inquiry has been made to divert its use to the 
improvement of the services of the Foreign Service, State Department, which has 
the responsibility for the collection of such information. 


Senator SaLronsTaLu. 9. What is the benefit to be derived by the 
United States Government or by the Department of Commerce from 
the information required in January 1954, from the American Em- 
bassy, Quito, Ecuador—which information required a list of the 
philatelists and philatelic societies in Ecuador. (The request re- 
quired the following information—commodities produced, processed, 
manufactured or exported described in reasonable detail, production 
or capacity if possible, or, if production figures are not available, the 
relative size of the firm indicated; name and address of the representa- 
tive in the United States). 

(The information referred to follows:) 


The Department of Commerce, in collaboration with the Foreign Service, 
compiles lists of foreign business firms for the use of United States exporters, 
importers, and other foreign traders who are looking for names of reliable trade 
connections abroad. These trade lists thus serve to promote and develop the 
foreign trade of the United States. Experience over a period of some 25 years has 
demonstrated that the needs of the United States foreign trading community in 
this respect can be met substantially with a series of about 70 basic lists. The 
titles of these standard lists are shown in the attached, 

The request for a list of stamp dealers and philatelic societies in Ecuador is 
exceptional. As a rule, requests to the Department of Commerce from United 
States stamp dealers for names of foreign stamp dealers are serviced out of files 
by abstracting names from carbon copies of letters written by Foreign Service 
officers to other United States stamp dealers, or by reference to directories. Thus, 
for example, the Embassy in Ceylon last year prepared a list of stamp dealers in 
that country on behalf of someone in California who wrote directly to the 
Embassy. 

The request to the Embassy at Quito read as follows: 

“The list should include only the dealers, societies, and associations engaged in 
international trade. Small dealers of local importance only are not desired. 
Directories or names of societies and trade associations which arrange contacts or 
distribute lists of their members may be submitted in lieu of the list.”’ 

Reply to this request is attached, and it will be noted that in accordance with 
the request, the Embassy did not submit a list but provided merely a copy of a 
publication and the names of sources. 

The request to the Embassy did not require the submission of information on 
“commodities produced, processed, etc., etc.” The impression that this informa- 


tion was required resulted from the fact that a standard form letter normally used 
to request industry or commodity lists, in respect to which such information is 
pertinent and useful, was used. The Embassy at Quito understood that this part 
of the instruction did not apply in the case of stamp dealers, as is indicated clearly 
by the Embassy report. 
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TRADE Lists AVAILABLE 


Lists of foreign firms in the following classifications are available covering the 
foreign areas where local conditions and the promotion of trade with the United 


States warrant their preparation hese and numerous additional classifications 
lesigned for specific uses may be obtained from the Commercial Intelligence 
Division for $1 each per country The geographical areas for which classified 

ts are compiled, and the smaller areas covered by a general list of busine 
rms are shown on the reverse of this page lhe letters which follow the titles 
below represent: A—agents; D—dealers or distributors; |} exporter [—in 
porters; M—manufacturers; P—producers; R—refiners. 


Advertising agencies and concessionaires 
Advertising media 
Air-conditioning and refrigeration equipment, 1D 
\ireraft and aeronautical equipment, ID 
Aleoholic beverages, ID 
Alcoholic beverages, M 
Architects, builders, contractors and engineers 
Automotive products, M 
Automotive vehicles and equipment, ID 
Bags and bagging, IDE 
Boat and shipbuilders, repairers and chandlers 
Books, magazines and periodicals, 1D 
Boots and shoes, ID 
Boots and shoes, M 
Business firms 
Canneries 
Chemicals, 1D 
Chemicals, synthetic organic, M 
Clothing, M 
Coal, coke and fuel, ID 
Coffee, tea and cocoa, E 
Confectionery, IDM 
Cooperage, crates and shooks, IDE 
Curios, novelties and handicrafts, ME 
Dental supply houses 
Dry goods and clothing, 1D 
Electrical supplies and equipment, ID 
Feedstuffs, IDME 
Fertilizers, ME 
Fibers, PE 
Fruits and nuts, [IDE 
Furniture, 1D 
Furniture, M 
Glass and glassware, ID 
Glass and glassware, M 
Hair and bristles, ID] 
Hardware, ID 
Hide and skins, IDE 
Hospitals 
Instruments, professional, and scientific, ID 
Iron, steel, and building materials, 1D 
Jewelry, 1D 
Leather and shoe findings, ID 
Lumber, IAE 
Machinery, ID 
Meatpacking, sausage and casings 
Medicinal and toilet preparations, ID 
Medicinal and toilet preparations, M 
Metalworking plants and shops 
Motion-picture industry 
Musical instruments, ID 
Naval stores, IDPE 
Office supplies and equipment, ID 
Oils (animal, fish, and vegetable), IDPRE 
Paints, varnishes, and pigments, IDM 
Paper and stationery, ID 

45431—54—pt. 2——19 
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Petroleum industry 

Photographic supplies dealers and photographers 
Physicians and surgeons 

Plastic materials manufacturers and molders of plastic products 
Printers, lithographers, engravers, and publishers 
Provisions, ID 

Pulp and paper mills 

tadio and TV equipment and components, ID 
Radio and TV equipment and components, M 
tubber goods, M 

Sawmills 

Seeds and bulbs, IDI 

Sporting goods, toys, and games, ID 

Sugar mills 

Tanneries 

Textile industry 

Tobacco and tobacco products, IDM 


(Security Classification) 
FoREIGN Service Despatca 


{[Desp. No. 429] 
Fepruary 23, 1954 
From: Amembassy, Quito. 
To: The Department of State, Washington 
Reference: Department of Commerce letter, January 14, 1954. 
Subject: Trade list ‘‘Philatelists and philatelic societies, Ecuador”’ 

There is submitted in lieu of the reference trade list a copy of Coleccionista 

Ecuatoriano, a quarterly published by the Association Filatélica Ecuatoriana 
Ecuadoran Philatelic Association), Quito, Ecuador. 

The Embassy is informed that the only international stamp dealer in Ecuador 
is Mr. Jacobo Kapon, Post Office Box 317, Quito. Mr. Kapon is also a director 
of the Ecuadoran Philatelic Association mentioned above. 

\ second philatelie society is located in Guayaquil: Centro Filatélico y Numis- 
miatico, Post Office Box 899, Guayaquil, Ecuador : 

For the chargé d'affaires ad interim: 

WiiuraM F, Gray, 
Economic Attaché. 


COMMENTS ON AMENDMENT REQUESTED FOR SALARIES AND EXPENSES 


Senator SALTONSTALL. What you are asking for is pretty near a 
double increase over last year’s money and you are asking it on the 
ground that the Government should perform a greater service in 
connection with this foreign situation than it is now performing. 
That is the size of it, is it not? 

Mr. S. Anprerson. That is exactly the point. The whole theme of 
this is we believe the American business community is entitled to a far 
better degree of service from us than it is now obtaining, and can 
obtain. 

Senator SALTonsTALL. How much help do you get from the State 
Department? 

Mr. 8. Anperson. If you are referring to the Foreign Service of 
the United States, we utilize the Foreign Service of the United States 
in accumulating information and making special spot requests for 
information. 

Senator SALTONSTALL. Why could not the State Department do 
this work? 

Mr. 8S. Anprerson. Because the principal source and interest in 
that information arises from the business community. The business 
community comes into the Department of Commerce when they want 


to 
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to know something because in the Department of Commerce are 
people who are accustomed to talking to businessmen and who under- 
stand their problems and who are not overly absorbed with problems 
of diplomacy. 

SERVICE FEES 


Senator SatronstaLL. What would happen if you charged a fee 
for this work? 

Mr. S. Anperson. For World Trade Directory reports? 

Senator SaALronsTauu. If | write you an inquiry and ask how can 
[ sell more shoes in England and you send me back a bill. 

Mr. S. Anperson. We do already. We charge you $1 for a trade 
list, or it may be as high as $2 or $3. 

Senator SALTONSTALL. You do charge that now? 

Mr. 8S. AnpreRson. Yes 

Senator SauronsTaLL. What is the total gross of your income from 
that source? 

Mr. S. Anperson. $168,000 last year from all sources estimated. 
[It could be much more if we could print more and bring out a greater 
degree of material. 

Mr. Smiru. One of the great difficulties is that due to the in- 
adequacies of our facilities, plus the inadequacy of the Foreign Service 
due to their priority attitude in respect to commercial reporting, which 
takes a very low order of priority in their activities in the embassies 
and consulates, much of the data which should be available to business 
are not available and, as a result, the demand for Commerce Depart 
ment publications having to do with foreign trade, trade lists, and in 
formation concerning foreign companies, is out of date. 

So we are in sort of a vicious circle in respect to serving the business 
community due to the lack of funds being applied in the right place. 

Senator SALTONSTALL. Supposing you sent me a pamphlet and say: 
“One dollar, please.’’ I do not send you one dollar but I keep the 
pamphlet. How do you collect your money? 

Mr. Smiru. We ask for the money first. 

The district officers supply much of this literature on a retail basis, 
you might say. 

Senator SALTONSTALL. $8,000 is really a drop in the bucket on What 
you spend, isn’t it? 

FEES FROM TRADE LISTS 


Mr. S. Anpgerson. $168,000, it was, Senator. For instance, our 
trade lists to which you referred, we took in $40,000 last year for that 
alone. If our trade lists were better, we would take in a lot more than 
that. <A lot of people have become utterly disgusted. 

Senator SALToNsTALL. If you have a better product to sell, you will 
get more money. 

Mr. S. ANpersOoN. Precisely. 

Senator SALTONSTALL. Have you anything more to add, Mr 
Anderson? 

Mr. 8S. Anperson. No, sir. I thought you hit the nail on the head 
in recognizing what we are asking you to do as a definite reversal of 
trend for the Bureau of Foreign Commerce. 

Senator SALTONSTALL. It is just a question of judgment that the 
Congress has to determine upon the recommendation of the Executive 

Mr. 8. AnpEerson. That is correct. 
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GENERAL PROVISIONS 
JUSTIFICATION FOR AUTHORIZATION TO TRANSFER FUNDS 


Mr. Nrevson. There is a general provision we had requested that 
not to exceed 5 percent of any of the appropriations of the Department 
of Commerce available for salaries and expenses may be transferred 
to any other such appropriation. 

Senator SALTONSTALL. Providing it does not increase that one 
more than 5 percent. 

Mr. Nreuson. That is correct. This provision the House did not 
see fit to allow. 

Senator SaurronsTaLL. The Chair understands that provision very 
fully. That, again, is a question of judgment. Your argument is 
if you have it, you can make more use of less funds? 

Mr. Nrevson. Not only that. Mr. Chairman, but there are a 
number of items which come up from time to time with respect to 
penalty mail costs, wage board increases, and others which, if we had 
that flexibility, we would not then have to come in for supplementals. 


JUSTIFICATION 


Senator SALronsTaLu. Will you file a brief justification for that? 

Mr. Nieison. We will insert the language amendment and the 
justification in the record. 

(The information referred to follows:) 


GENERAL Provisions, DEPARTMENT OF COMMERCE 
(House hearings, pp. 559-560) 
AMENDMENT REQUESTED 


The Department requests the following amendment: 

Page 44, after line 22 insert a new section: 

“Sec. 304. Not to exceed 5 per centum of any appropriations of the Depart- 
ment of Commerce available for salaries and expenses may be transferred to any 
other such appropriation, but no such appropriation shall be thereby increased 
by more than 5 per centum: Provided, That such transfers shall be in addition 
to any other transfers authorized by law, but no such transfer shall be used for 
creation of new functions within the Department.” 


JUSTIFICATION 


The authorization requested would make it possible for the Department to 
provide for unforeseeable costs which arise from such things as wage board in- 
creases, penalty mail costs, and other contingencies of a similar nature. In the 
past, items of this character have required submission of supplemental or defi- 
ciency requests to the Congress or curtailments of program activities previously 
authorized by the Congress. It is to be noted that this provision does not in- 
crease the appropriations requested but provides a very desirable element of 
flexibility. 

It is to be noted that with respect to the defense production activities of the 
Department, the Congress has seen fit to provide transferability in the form of 
section 1310 of Public Law 207, approved August 7, 1953. The regular and de- 
fense activities of the Department are so inextricably intermingled and single 
funding now proposed, so it would appear to be in keeping with precedents of 
prior years to provide, within certain limitations, for limited transferability. 

The proposed language would authorize the Secretary to transfer between the 
purely administrative appropriations of the Department an amount not in excess 
of 5 percent of the transferring and/or receiving appropriations. Unforeseeable 
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contingencies arise from time to time such as Wage Board increases, increased 
printing costs, and costs for penalty mail, which force the Department to return 
to the Congress, via the supplemental route, for additional appropriations or else 
reduce program levels that have previously been approved by the Congress, in the 
regular bill, in order to absorb the additional costs. This provision would author- 
ize the Secretary to transfer funds from any administrative appropriation to cover 
such costs and would, therefore, in the long run, save the Government money 

It is to be noted that with respect to the defense production activities of the 
Department, the Congress has seen fit to provide transferability in the form of 
section 1310 of Public Law 207, approved August 7, 1953. The regular and 
defense activities of the Department are so inextricably intermingled and single 
funding now proposed, so it would appear to be in keeping with precedents of 
prior years to provide, within certain limitations, for limited transferability 

This provision would not increase the appropriations to the Department and, 
of course, before any transfer could be made under this provision the Department 
would first have to receive the approval of the Director of the Bureau of the 
Budget. The language is restrictive in that it provides for only unforeseeable 
contingencies and cannot be used for creation of new functions within the 
Department. 


Mr. Worruy. On behalf of the Secretary and officers of the Depart- 
ment of Commerce, we want to express our appreciation to the com- 
mittee for the very full and fair hearings we have had before you 

Senator SaLTronsTaLL. Thank you, sir. 

The acting chairman would say that this concludes the Commerce 
Department hearings. 

The next meeting will be at the call of the Chair. 

(Whereupon, at 3:30 p. m., Tuesday, April 27, 1954, the hearing was 
recessed, subject to the call of the Chair.) 














DEPARTMENTS OF STATE, JUSTICE, AND COMMERCE 
AND THE UNITED STATES INFORMATION AGENCY 


THURSDAY, MAY 6, 1954 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10:30 a. m., pursuant to call, in room 
K-37, the Capitol, Hon. Styles Bridges, chairman, presiding. 
Present: Chairman Bridges, Senators Knowland, Smith (Maine), 
McCarran, Ellender, and Smith (New Jersey). 


DEPARTMENT OF STATE 
Unitep States INFORMATION ACENCY 


STATEMENTS OF THEODORE C. STREIBERT, DIRECTOR, UNITED 
STATES INFORMATION AGENCY, ACCOMPANIED BY ANDREW 
H. BERDING, ASSISTANT DIRECTOR FOR POLICY AND PRO- 
GRAMS; RICHARD F. COOK, ASSISTANT DIRECTOR FOR ADMIN- 
ISTRATION; RAYMOND R. DICKEY, GENERAL COUNSEL; BEN 
POSNER, BUDGET OFFICER; WILLIAM L. CLARK, ASSISTANT 
DIRECTOR FOR AMERICAN REPUBLICS; NEDVILLE E. NORD- 
NESS, ASSISTANT DIRECTOR FOR EUROPE; SAXTON BRAD- 
| FORD, ASSISTANT DIRECTOR FOR FAR EAST; CLARY THOMP- 
SON, DEPUTY ASSISTANT DIRECTOR FOR NEAR EAST, SOUTH 
| ASIA, AND AFRICA; EDWARD LETHEN, DEPUTY ASSISTANT 
DIRECTOR FOR RADIO AND SOVIET ORBIT; FRANK L. SEY- 
MOUR, CONTROLLER, RADIO BROADCASTING SERVICE; ED- 
WARD T. MARTIN, CHIEF ENGINEER, RADIO BROADCASTING 
SERVICE; JOHN M. VEBBER, PROGRAM MANAGER, RADIO 
BROADCASTING SERVICE; HARLAN de BAUN LOGAN, CHIEF, 
PRESS SERVICE; JOHN N. HUTCHISON, DEPUTY CHIEF, PRESS 
SERVICE; ANDREW W. SMITH, JR., CHIEF, MOTION PICTURE 
SERVICE; TURNER B. SHELTON, DEPUTY CHIEF, MOTION PIC- 
TURE SERVICE; FRANKLIN L. BURDETTE, CHIEF, INFORMA- 
TION CENTER SERVICE; PARKER MAY, ACTING ASSISTANT 

CHIEF, FOR OPERATIONS, INFORMATION CENTER SERVICE 


PROPACANDA PROBLEM 


Chairman Bripces. The committee will come to order. The hear- 
ings will continue with representatives of the United States Informa- 
tion Agency. 
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Mr. Streibert, will you proceed with your presentation of any wit- 
nesses you have and any testimony you wish to present? 

Mr. Srrerrert. Thank you very much, sir. 

Having just been in Geneva and investigating the situation in Italy, 
| would like to take five minutes, if I may, in a general statement 
about this whole propaganda problem. 

It is obvious that with our armed strength and with the H-bomb 
and the atom bomb, we are in a pretty good position to prevent 
attack by the Soviet. Obviously, we have no intention of attacking 
the Soviet, so it may well be that for an indefinite time in the future— 
indeed, we hope so——there will be a standoff as far as armed conflict 
is concerned. 

THE COLD WAR 


Now, the only alternative is that the Soviet will continue to pursue 
its aggression through cold war tactics. It traditionally has the 
Communist doctrine of aggression. 

One author calls it the policy of pushing history —take the maximum 
value from cold war methods. 

Now, this cold war is a long-term operation. Neither side in my 
opinion can win it in any terms of a quick victory. 

It deals in long-term trends of public opinion. While it cannot be 
won quickly, at the same time also our defenses cannot be set up 
adequately too quickly—-that is to say, on a substantial scale 
overnight. 

Lead time is as important in this area as it is in the more complicated 
items of military equipment where.it oftentimes takes a couple of 
years for the necessary build-up. 

Now, we are not winning this present cold war in very many places, 
I regret to say. We have the example in the Geneva Conference of 
the Chinese coming there to use it very skillfully and forcefully as a 
propaganda platform designed to get the backing of the peoples of 
Asia. 

Although the propaganda statements seem to us almost absurd in 
their contrary-to-facts aspects, at the same time they tend to be 
believed in the area in which they are designed to do the most good 
for the Soviet. 

The Soviet, Mr. Molotov, in Geneva, was very skillfully able to 
identify the Soviet with these Asian ambitions and back them up. 

Also, in Italy we have a condition where there is a fine balance of the 
present government against the communist government. 


WORLD-WIDE CAMPAIGN 


We find that in addition to having the direct efforts in Asia, there is 
a worldwide campaign on. It has become quite marked now, prob- 
ably starting shortly after Stalin’s death and the coming into power of 
the new committee form of government, where they are carrying on 
a cultural offensive which is worldwide in scope. 

The delegations of leaders going in and out of Russia from the 
various countries, in and out of the satellites, the performers and 
artistic talent that is sent to countries, the exchange of students, have 
been stepped up in an enormous scale. 

Now, it seems to me that we have to work out methods and plans 
as to how we are going to win out in this cold war over the rather 
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enormous odds against us. I refer to such odds particularly as the 
Soviet’s availability of party organization in the various countries. 

They not only have people to work in attaining their objectives, 
but they can direct those people in these countries to do something 
about it. We have no means to get similar action on our behalf. 

We have discussed previously many figures as to the enormous 
resources that the Soviet is employing. I give no further estimates 
except to say that they are many times larger than what we have to 
devote to this effort. 


AGENCY FUNCTION AT GENEVA 


Chairman BripGes. Let us consider Geneva. How did the United 
States Information Service function there? How did you and your 
associates function? 

Mr. Srreiperr. We had a group of experts who made sure that 
whatever came out that was beneficial to our side was widely reported 
and widely disseminated through our press service. We had motion 
picture experts there, both from around Europe and from here. We 
had our radio people. 

So that our actions and our policies as enunciated there were fully 
disseminated, fully explained, and got around the world in pictures, in 
radio, and in printed material. 

The point I was making was that the objective of the Soviet and 
the Chinese was primarily a propaganda sounding board where our 
objective was more directed to trying to solve the vexing problems 


PARTICIPATION WITH AMERICAN DELEGATION 


, 


Chairman Brivges. How did you know what to do? 
in with the American delegation? 

Mr. Srreipert. Yes, we did. I sat in with Secretary Dulles in 
meetings. 

Chairman Brinces. How did you function with Mr. Dulles at 
Geneva? Physically, how did you do it? 

Mr. Srerpert. Physically there was a meeting of Mr. Dulles with 
the delegation at 9:15. At 8:45 in the morning there was a meeting 
of the delegation experts where there was a briefing and an exchange 
of views as to what was going on, what was happening. 

At 9:15 there was a meeting with the Secretary where again there 
was a briefing of opinion from the United States and from papers 
throughout Europe and action for the day. 

At 11 o’clock there was a briefing of the United States press, which 
I must say I think was very well handled so that the people in this 
country are fully informed. That did not come within the scope of 
my responsibility, but that was held on an off-the-record background 
basis so that our press could be fully informed as to what the activities, 
thoughts, discussions were. 

Assistant Secretary Robertson participated in those briefings and 
| must say answered questions from correspondents very well and very 
fully. 

Then the session took place at 3 o’clock when Secretary Dulles 
spoke. We had copies of his speech available for all American corre- 
spondents in advance both at the press house and out at the Palace of 
Nations 


Did you sit 
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When the session was over, within 20 minutes we were holding 
another press conference to give the correspondents an account of 
what happened during that session, briefing it, or in many cases 
passing out text, and then giving some reactions as to our comments, 
the comments of our delegation on the happenings of that day. 

That was the routine and it was an effective one. 

Meanwhile we had a staff of about 15 people in all in various kinds 
of activities. We had immediate contact with Munich and through 
Munich with the United States, with both the Voice of America in 
New York and in Washington. 

We had a very fine communication system set up. 


PROPAGANDA METHODS PRIORITY 


Now, just finishing this before we get to the figures, I want to say 
that the thing we have to contend with as far as the Soviet is con- 
cerned is that the government there traditionally has given a high 
priority and basic importance to propaganda methods, which we by 
no means have done in this country. It is their accepted instrument 
of policy and it is not so accepted here, I regret to say. 

Now, as long as we have that to contend with, we are not going to 
win out; we may not even defend ourselves successfully unless we 
decide whether this is to be a matter of high priority of our govern- 
ment policy and whether this is an accepted instrument just as it is 
on the part of the enemy. 


BRITISH COMMITTEE OF INQUIRY 


I just received a report of a committee appointed in October 1952 
of the British, a committee of inquiry into the overseas Information 
Services, and it seems as though we have a great deal in common with 
the findings of this committee. 

There is a summary of four points and a very brief paragraph that 
I would like to read, sir, because it seems to fit our case so very well. 

Chairman BripGes. Yes, sir. 

Mr. Srrerperr. They have come to the following general con- 
clusions: 


First, the Overseas Information Services play an important and indeed an 
essential role in support of our foreign, commonwealth and colonial policies. 

Second, this work should be done well, continuously and on an adequate seale. 

Third, if all these requirements are to be met, more money must be spent on 
the Overseas Information Services. 

Fourth, changes are required in the pattern of the work in order to bring it into 
line with our political, strategic and commercial needs, 

These conclusions have been forced upon us by sheer weight of evidence, At 
first we were inclined to be skeptical about the value of activities which are still 
comparatively new and have been the subject of much criticism— 


We have experienced that here— 


Moreover, we could not but feel suspicious of this invasion by Government of a 
field which in the not very distant past could be left to nonofficial agencies — 


there has been sentiment to that effect quite widespread here, too— 


Nevertheless, we have found it impossible to avoid the conclusion that a modern 
Government has to concern itself with public opinien abroad and be properly 
equipped to deal with it. 
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COMMITTEE PROPOSALS 


Senator E.tenper. Mr. Chairman, at this juncture I want to 
compliment Mr. Streibert for carrying out many of the proposals that 
were suggested by some of us and pointed out to him some of the 
weaknesses of the program. 

Mr. Srrerpert. Thank you. 

Senator ELLenpsmr. It is my hope that he will continue to study 
this criticism made. If I am in order a little later, Mr. Chairman, | 
would like to question him on a few problems that still need attention 
abroad. 


TRANSFER OF RADIO BROADCASTING SERVICE TO WASHINGTON 


Chairman Bripers. Mr. Streibert, we want you to discuss the law 
passed last year providing that the operations of the Radio Broad- 
casting Service, presently located in New York City, shall be moved 
to the District of Columbia, by June 30, 1954. 

This committee feels very strongly on that subject and we want a 
complete report from you. BA 4g 

Mr. Srrerert. I will speak to that right now. I welcomed that 
provision in the law that required it. 1 am in hearty accord with it. 

It was not until last November that we were able to get an agreement 
with the General Services Administration as to the space where studios 
could be constructed here. Since we have to construct 14 studios, 
equip them and perform the necessary wiring, it was obvious we were 
not going to be able to complete that by June of this year. 

Howe ‘ver, we will complete it by the end of the calendar year. We 
wish to record that we will bend every effort to do it as early as we 
can, because we now are in a state of uncertainty as to whether people 
will be able to move or not and it is to our interest to get this over 
with and behind us just as quickly as we can complete construction. 

I am glad to say contracts have been awarded and it is a matter of 
getting the work performed and getting the equipment established. 
We will want to have a couple of studios in New York for picking up 
news events and personalities that are in the news and special events of 
various kinds, so that we will have a facility there just as we have had 
all along the facilities of two studios here in Washington for Wash- 
ington events. 

Chairman Bripces. You will by June 30 have nothing left in 
New York? 

Mr. Srreipert. By December 31, the end of the calendar year. 
We have not had time to build these, sir. 

Chairman Bripers. That is what the House put in, this year? 

Mr. Srrerpert. That is the best we can do. 

Chairman Bripers. Why have you not done it according to the 
direction of the Appropriations Committee of the Senate? Many in 
the Senate feel that you were given a year to do it. Why has it not 
been accomplished in the year? 


JUSTIFICATION FOR DELAY IN MOVE TO WASHINGTON 


Mr. Srrerpert. The act was passed about August 1. It was not 
until November that the General Services Administration provided 
space for us to put these studios. They considered several unsatis- 
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factory places where they would like to put us. One was out in 
Suitland, Md., where we thought we would be better off in New York 
than in Suitland, Md. 

Since we did not get the space until along in November, we could 
not lay out plans for construction of studios. 

Now, we have to build these studios. It is a long process. They 
are soundproof; they are floated from the floors; there is air condi- 
tioning to install, and in addition to the construction of the studio 
itself there is electronic equipment to be secured from manufacturers 
to be installed and to be wired up with the master control. 

Normally a year is about what would be required to start building 
studios and wiring them up. So that if we had an immediate start 
on August 1 we probably would not have concluded until August 1 
next year. 

Now, | did try to make the move quickly by requesting that we be 
permitted to go right in the studios at the Trans Lux Building, which 
are in existence and have been vacated by NBC, 

The General Services Administration would not permit that be- 
cause they required that we be in Government-owned space and not 
in rented space 











QUESTIONING BY STAFF MEMBER W. J. KENNEDY 











Chairman Bripars. Now, | have asked Mr. Kennedy to raise 
questions. Tle is a representative of the committee, who has, in my 
name, reported on this and other related subjects. 

Mr. Kennepy. In your behalf, Mr. Chairman, meetings were held 
with representatives of GSA with a view to determining the facilities 
presently occupied and the additional space required to house the 
International Broadcasting facilities being moved to Washington from 
New York City. As you know, GSA took a cut in their 1954 budget 
last year. Also, there was some language put in our committee report 
requesting them to get all agencies into Government-owned buildings 
Ww herever possible. 

We had a proposal from General Services on November 19, 1953, 
where if the USIA took the Health, Education, and Welfare building 
space plus tempo R and tempo D, we would save $260 thousand 
annually by moving USIA out of 1778 Pennsylvania Avenue. 

As I understand it, the USIA has now agreed to move into the 
Health, Education, and Welfare, and the tempo R facility but not 
tempo D, and to still retain the rented facility at 1778 Pennsylvania 
Avenue 

Mr. Srrerperr. Eventually we ought to have a building some- 
where near the State Department and have everything in one place. 

Mr. Kennepy. GSA also proposed use of the Pension Building plus 
part of the GAO Building, use the Pension Building for studios and 
GAO for office space. That proposal was rejected. 

Of course, that too would be Government-owned space. 

Chairman Bripces. We are trying to reduce expenses, Mr. Streibert, 
and we are doing the best we can. We want you to be adequately 
housed, but we want you to operate economically and efficiently. 

Mr. Srreipert. This will save a good deal of rent that we have 
been paying in New York. We can accommodate ourselves to the 
temporary building—Temporary R—-for the Voice of America. 
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Let me address myself to this $13 million, if ] may. 
Chairman Brinvges. All right. 


BUDGET ESTIMATE 


Mr. Srreiperr. | am now talking about the last column on this 
sheet totaling the 1955 estimate, a comparison of the House bill, 
totaling $13,186,000. 

| would like to talk to this item by item, both as to the justification 
for the restoration as well as the justification of the entire amount to 
the extent you wish. 


USIS Misstons ABROAD 


Chairman Brivces. The record will show at this point the justifica- 
tions submitted for the USIS Mission Operations: 
(The justifications referred to follow:) 


USIS Misston OppRraATIONS 
GENERAL STATEMENT 


The program agency abroad is known as the United States Information Service. 
It is an integral part of the United States Diplomatic Mission in a foreign country. 
Organizationally, it is headed by a public affairs officer, who reports within USIA 
to the assistant director for his area, and at the same time serves as a member of the 
United States team coordinated in each country by the mission chief (ambassador 
The public affairs officer (PAQ) is assisted by a staff of American and local per- 
sonnel, varying in size with the scope of the country program. In many countries 
USIS operates at consulates and at outposts in consular districts as well as at the 
mission itself (embassy). 

In the planning of information activities in the country the public affairs officer 
consults with appropriate embassy and other United States Government officers 
in the country. The activities may involve the use of one or more media. The 
range of projects and activities varies according to the nature of program objectives 
and local conditions in the country. 

Information centers and libraries are open to the public during hours most 
suitable to the users. This includes evenings and weekends. Reference service 
and professional assistance are rendered. Mobile units are on tour throughout 
the country showing motion pictures to key provincial officials and civic leaders 
as well as the interested public. Regional or branch officers are performing 
important personal contact work and supplying news and feature materials and 
other services to the press and local groups to assist them and their audiences in a 
better understanding of our motives, our purposes, and our mutual interests 

Distribution of specially prepared magazines to select groups or to a particular 
audience is accomplished through mailing lists or commercial channels. Pam- 
phlets on given subjects are distributed to individuals and organizations in accord- 
ance with the content and purpose for which they are prepared. In countries 
where the use of the English language has limitations many products are provided 
in local languages and dialects. 

The public affairs officers render support to the exchange-of-persons program. 
At the request of the Department of State, USIS continues to execute the 
Department’s exchange-of-persons program, subject to reimbursement by the 
Department. 

laed production of radio programs involves planning the project and the 
selection and direction of local talent. Technical facilities may be available 
through local stations; in other cases it must be provided by USIS to assure 
technical quality and timeliness. Special events of mutual interest to the United 
States and the peoples of the foreign country are covered by press, photo, radio, 
and motion picture personnel for use within the country and made available to 
USIS programs in other countries. 

While most of the operational activity is carried out by locals in USIS, the 
PAO and his staff of Americans must plan, direct, and supervise the projects. 
Any matters involving security and classified information must be handled by 
American personnel at the post. Most of the personal contact work must be 
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done by Americans. Reporting and appraisal of progress and problems in terms 
of objectives is the responsibility of American personnel, These American offi- 
cers, some of whom are generalists and some of whom are specialists, together 
with the supporting local employee staff, are molded into a team by the PAO. 
Explanation of estimate 

The program for fiscal year 1955 embraces activities in 77 countries carried on 
at 216 posts within these countries. The 1955 budget request for USIS missions 
is $36,628,330. This compares with estimated obligations of $36,991,447 (includ- 
ing liquidation costs) in 1954. The 1955 estimate includes full provision for the 
Austrian and German Public Affairs Program and the former MSA information 
themes transferred to the United States Information Agency under Reorganiza- 
tion Plan No. &. 

The USIS Mission estimates include the salaries of American and local em- 
ployees and the allowances of American personnel. They also Include all travel 
of field personnel—principally appointment, separation, and home-leave travel of 
American personnel. They include funds for the local employee orientation pro- 
gram; stateside purchases of program supplies and equipment for the missions; 
representation allowances for American officers; and all local operating expenses 
of the missions other than specialized items furnished from the media budgets 
which follow this section of the budget document. 


Summary of operations by countries and posts. 


{This summary shows on an area basis, the number of countries and posts in which overseas mission activi- 
8. Information Agency are conducted] 


A. NUMBER OF COUNTRIES 


Change 


| 1955 over 
1054 


1954 | 1955 


953 actual | 
1953 actual estimate estimate 


(a) American Republics 

(b) Europe 

(c) Germany 

(d) Austria 

(e) Far East 

(f) Near East, South Asia, and Africa 


Total countries 


B. TOTAL NUMBER OF 


(a) American Republics 

(b) Europe 

(c) Germany 

(d) Austria 

(e) Far East... 

(f) Near East, South Asia, and Africa 


Total posts 
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Summary of estimate by positions and funds 


[This section shows, on an area basis, the distribution of American and local personnel, and distribution of 
funds} 


A. NUMBER OF AMERICAN POSITIONS 


Estimate 1954 


1953 1955 
act SS DOS ~stime 
vctual ; Less posi Net June | ¢stimate 
Gross tions abol 30. 195 
ished 30, 1954 


(a) American Republics 

(b) Europe 

(c) Germany 

(d) Austria 

(e) Far East 

(f) Near East, South Asia, and 
Africa 

(9) Training of USIS American 
staff 


Total American positions 1, 492 
3, NUMBER * LOCAL POSITIONS 


a) American Republics 182 
(6) Europe 1, 349 
(c) Germany . 3, 339 
(d) Austria 154 
(e)} Far East 1, 586 
(f)yNear East, South Asia, and 

Africa... 1, 488 


Total local positions . - 8, 698 


C,. DISTRIBU 


1953, 1954, 1955, 
actual estimate ! es tin 


(a) American Republics $2, 836, 023 | $2,384, 562 | $3, 041, 232 
(6) Europe | 18, 765,801 | 10, 111,425 9, 768, 983 
(c) Germany... |} 20, 165, 966 | 11, 289, 109 9, 611, 600 
(d) Austria.... 4, 831, OO1 3, 204, 569 3, 614, 40 
(e) Far East 6, 023, 110 5, 178,216 | 5,419, 800 
f) Near East 7, 147, 955 , 679, 566 | 4, 880, 925 
Training and ‘‘pipeline’’ costs 54, 000 | 291, 250 


Total direct obligations (overseas missions 59, 769, 856 | 36,991,447 | 36, 628, 330 


! Excludes nonrecurring liquidation costs totaling $3,561,343 
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E, EXPLANATION OF MAJOR ITEMS 


1. American salaries ($6,011,562).—This estimate provides for the salaries of 
970 American positions in 77 countries and 216 posts. This represents an increase 
of 70 positions and $494,868 over fiscal year 1954. Sixteen positions are requested 
for the American Republics area, 1 for Europe, 30 for the Far East, and 7 for the 
Near East. No additional tne da are requested for Austria, and a decrease of 9 
positions will be effected in Germany. 

Twenty-five positions are requested for training purposes, and additional funds 
for pipeline costs in the budget year. Country program increases requiring addi- 
tional American personnel are explained under each of the area sections which 
follow. 

The positions requested for training purposes in fiscal year 1955 will permit 
expansion of a training program begun in fiscal year 1954 to bridge the gap between 
the knowledge, skills, and experience which employees alre ay possess and the 
requirements of the specialized duties which they will have to perform. In fiscal 
year, 1954, no training positions existed as such; the fiscal year 1955 estimate 
establishes 25 positions for this purpose and sets up necessary funds ($183,250) to 
finance ther mn. Training ranges all the way from very brief occasional training for 
some employees to extended, intensive training for others, depending upo1 
individual needs and job requirements 

An increase of $54,000 is also included to provide 8.6 man-years of employment 
to be utilized to provide coverage at posts during transfers, special assignments 
home leaves, ete. This overlap will insure continuity of country programs with 
out serious gaps in program activities which occur when a key position remains 
vacant for extended periods of time. 

2. Local salaries ($8,053,804 The estimate provides for the salaries of 5,812 
local employees (an average salary of about $1,400 per local position), which is an 
increase of 291 positions and $303,136 over fiscal year 1954. Forty-two positions 
are requested for the American Republics area, 167 for the Far East, 75 for the Nea 
Kast, and 7 for Austria. No additional positions are requested for the Europea 
area for Germany. 


3. Hardship post differential ($388,888).—The estimate provides for salary 
differentials paid to American staff employees at posts in which difficult living 
conditions or excessive hardship prevail. The estimate of requirements was 


calculated on an individual job basis, post by post, using the differential percent- 
ages furnished by government-wide regulations in effect at the time of this budget 


preparation. The increase of $44,449 is due to increased American staff employ- 
ment at hardship posts. 

1. Living and quarters allowances ($1,358,476).—The estimate provides for 
temporary lodging quarters, post, transfer and separation allowances for the 
American USIS staff. This estimate is based on rates prescribed by the Stand- 
ardized Government Civilian Allowance regulations, with due consideration for 
quarters available in government-owned or government-leased buildings The 
increase of $103,517 is due to the increase in American positions 

5. All other Personal Service costs ($120,510).—The estimate provides for salary 


payment of 1 day in excess of the regular 52-week year, overtime and intermit- 
tent employ ment The decrease of $2,774 is due to 2 factors; decrease of $4,815 
in overtime payment requirements in the German program, offset by an increase 
of $2,041, pay over the 52-week basis 

7. Travel and weneeaiaien of Americans between United States and pm 

$1,768,421).—The estimate provides for travel and transportation of Americ: 

U SIS staff and their dependents on first assignments, replacement, home leave, 
post to post transfers, and separations. The increase of $159,002 provides for 
transporting the 70 new Americans to their posts of assignment. 

8. Administrative travel ($160,480).—The estimate will provide for approxi- 
mately the same level of travel for this purpose in the budget year. This expense 
yrovides for travel of key officers to regional conferences, consultation trips to 

Vashington and temporary details of personnel to foreign posts. 

9. Orientation program ($83,452).—The estimate provides for travel and per 
diem for 35 key local employees to come to the United States for a brief period of 
training and consultation with a view toward giving them a clearer understanding 
of the United States and the Agency’s operation. Experience has shown that the 
local employees with first hand knowledge are more effective in carrying out their 
part of the USIS program in the countries to which they return. Since no pro- 
vision has been made for this expense in fiscal year 1954, due to limited funds, the 
estimate represents the amount of increase being requested. 


45431—54—t. 2 20 
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10. Purchase of supplies and equipment in the United States and shipment to 
USIS missions ($112,637).—The estimate provides for the necessary replacements 
of jeeps and trucks, purchase of miscellaneous program items of supply in the 
United States, and shipping costs. The increase of $2,895 will provide for addi- 
tional requirements in several of the countries where it is proposed to step up pro- 
grams in 1955. 

12. Representation expenses ($60,000).—The estimate provides funds to carry 
out the necessary personal contact work in the conduct of the program. The 
increase of $1,250 in fiscal year 1955 will be utilized in countries of the Far and 
Near East where increased American staff and program activity is requested, 
and where personal contact work is vital to the program’s success. 

13. Local operating expenses ($19,176,971).—The estimate provides expenses 
incurred by individual missions in their local operations. These local operating 
expenses include such items as: gas, oil, and maintenance of mobile units; local 
travel and transportation costs; local printing and distribution of pamphlets and 
leaflets; necessary local expenses in connection with production of radio and 
motion picture programs; preparation of exhibits for local consumption; and a 
larze number of individual items which are essential to and vary with local con- 
ditions in the conduct of the program in the many posts throughout the world. 
The inerease of $2,027,482 will be utilized in the geographic areas as follows: 
American Republics, $497,986; Europe, $444,615; Austria, $274,224; Far East, 
$270,000; and Near Fast, $569,430; a decrease of $28,773 for miscellaneous 
program expenses will be effected in the German program. Additional details 
explaining the requirements are contained in area sections which follow. 
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Mr. Srrerpert. As the first item, $3,620,442 is for the USIS Mis- 
sions abroad. That is for our staff and mission expenses in the 77 
countries where we operate. 

Now, in order to get hold of that I refer to table 1 on the letter of 
appeal which is before you. That item of three million six breaks 
down into the various geographic areas. The table shows where the 
three million six would be spent. 

I propose to discuss those area by area. 


AMERICAN REPUBLICS AREA 


The first one is the American Republics area, where the House cut 
was $747,000. The American Republics area in our field operation 
has never had the expansion that Europe and the Far East has had. 

Conversely, when cuts came along it seemed that the American 
Republics were cut along with other areas so that they have been 
reduced to a perilously low level of operation. 

Senator Hickenlooper made a special trip down there and confirmed 
that we were spread quite too thin. 

The Milton Eisenhower report specifically states that in the 
American Republics area we should increase our information work. 

As you know, there has been Communist infiltration that has 
become apparent in some areas and there has been more going on 
that is less apparent. Of this $747,000, the largest amounts would be 
spent in Brazil and in Mexico. 

Also, we would establish new posts in a few of the European depend- 
encies, in the Carribean area where Communist infiltration is occurring. 

But $184,000 of the remaining would be applied in some 15 coun- 
tries where we have adequate staffs, but we could make them so 
much more effective with more adequate operating budgets. 

This again is in line with discussions we have had with Senator 
Hickenlooper. That is, that $747,000. 

The next is the European area, where we start with Europe excluding 
Germany and Austria for $570,000. Over half of that would be spent 
for our program in Italy. We have a definite program in mind there. 
We have a strony staff built up. I was there myself on Monday and 
Tuesday. I discussed the situation with the Ambassador. 

Senator ELtenperR. You have been there quite a while, Mr. Strei- 
bert. How do you expect to improve the situation? It looks as 
though it is worsening rather than becoming better. We have been 
spending millions and millions of dollars. Now, what will you add 
there that will change the situation? 


COMMUNIST PROPAGANDA 


Mr. Strempert. Here is the kind of thing you run into. This pam- 
phlet contains instructions for Communist propaganda distributed by 
the Communists. We are informed that five to six hundred thousand 
of these are sent out every month. It is a scheme for conversation on 
the security of Europe. It followed the Berlin Conference. It takes 
apart our proposals and states item by item how they should talk about 
them and it promotes the scheme advocated by the Soviet for unifi- 
cation of Germany and so forth. It even has in it to my amazement 
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this is dated April 1—-quotations from President Eisenhower’s press 
conference of March 25 in reference to the H-bomb. 

Senator ELLENDER. Under whose auspices is that? 

Mr. SrreiBert. This is Communist Party literature within Italy. 
This is the kind of thing we have to try to combat. 

Senator ELyenperR. What would vou expect Italy to do in order 
to stop this? As I pointed out to vou on several occasions, Mr. 
Streibert, it does not add up for us to be spending great sums of money 
to undo things that our own allies are doine within their own areas, 
particularly in Africa 

Mr. Srremertr. Unfortunately, we are caught in a proposition 
that if they don’t do it for themselves and we don’t do anything 
about it, then we don’t have them in our corner and then we are 
bereft of their help. 

Senator E.tpenper. You would not call them allies, would you? 

Mr. Srremert. We do today. They are members of NATO. 
We expect them to ratify EDC. Militarily Italy is an extremely 
important area for the defense of the Mediterranean. 

Senator ELtenper. What efforts are made on high levels to get 
our own allies to cooperate with us in this program? 

Mr. Srrerpert. Well, an example is that Mr. Dulles is meeting 
with the Italian Premier in Milan on Monday and with the Ambassa- 
dor 

Senator ELLENDER. Do you know what is being done with respect 
to Great Britain and with France? 

As I pointed out to you, I found many of them undermining our 
own methods 

Mr. Srrerserr. This report from which I quoted before is what 
Great Britain thinks they ought to be doing on information. As to 
the foreign policy of those countries and ourselves, that is the re- 
sponsibility of Secretary Dulles, and of the administration. 

| would not attempt to get into that field, because I think it would 
be improper. 

Senator ELLENDER. How can you justify to the committee the 
expenditure of millions of dollars in order to assist this service when 
we are being undermined by our own allies? Should they not come 
in? Should not the effort be directed on a high level so as to force 
cooperation or else get out of there? 

Mr. Srreipert. | am sure it is. | am sure they are doing their 
best. That is exactly the effort as | understand it, although that is 
not my field. My field is to make the most of what is accomplished 
and what policies we do have and actions we do take. 


EFFORTS IN SPAIN 


We also want to use a substantial portion of this $570,000 to increase 
our efforts in Spain where, as you know, we have important new de- 
fense installations and where we now have new opportunities to make 
our efforts effective. We have complete cooperation of the Spanish 
Government. 

Now, some of this restoration, to be complete here, is in Germany 
where there has been a decrease. 
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SUBSIDIZATION OF GERMAN NEWSPAPER 


Chairman Brincss. Let us discuss Germany. We have corre- 
spondence from people about our subsidizing that paper in Berlin and 
the Frankfort paper we understand was discontinued. 

I think we have from a half dozen sources this clipping. Are you 
familiar with it? Various members of the committee have brought 
the matter to my attention. What is your justification for continuing 
to subsidize, to the extent of $970,819, a paper in competition with the 
free German papers? 

Mr. Streisert. To get the facts right, as against the $970,000, 
there is income from circulation and from advertising of, | believe, 
$400,000 as an estimate. That is what we are getting this year. We 
do not make any effort to increase our advertising income. 

Chairman Bripagrs. That goes into the Treasury? 

Mr. Srreipert. Yes, sir. That goes into the Treasury. The tax- 
payer gets the benefit of it. 

Chairman BripGrs. So that, roughly, takes care of about half 
the cost? 

Mr. Srreipert. Roughly, yes. 

Senator KNowLAND. What is the capital investment in the plant? 

Mr. Srreipert. That was made under the occupation in counter- 
part funds. IL don’t have the figures. 

Senator KNow.Lanp. Can you get the information for the com- 
mittee, as to what the capital investment is? 

Mr. Srreipert. Yes. This was started shortly after the occu- 
pation. 

(The matter referred to follows: ) 

The amount of capital equipment now utilized for the publishing of the German 
language newspaper Die Neue Zeitung is limited to standard office equipment. 
Printing of the newspaper is performed under contract utilizing the facilities of 
a local publisher in Berlin \ small number of vehicles used in connection with 
this activity are provided from administrative support of the Department of 
State 

Mr. Srreipertr. | am somewhat familiar with the situation because 
while in Germany last summer I participated in the decision to discon- 
tinue the Frankfurt edition after the election and to continue the 
Berlin edition as of this last fiscal year. I talked with the editor. I 
have been at the offices in Berlin. I have looked into it quite carefully. 

The justification basically is that although there are a number of 
newspapers being published in Berlin, there are no newspapers which 
do give the United States position in enough completeness so that it 
is useful to the members of the Government, to the intellectuals, and to 
the leaders in that area. 

A few copies, I think about 3,000 copies out of the 40,000, do go back 
into West Germany and up into Bonn and reach the German Govern- 
ment leaders there. 

Primarily, this is for West Berlin, where we are directly in conflict 
with the Soviet. Now, that is a tender area; it is an inflammable area 
and it is important, we feel, that our position, our reactions, our 
motives, and our purposes, should have full and complete exposure to 
the West German people. 

| think there is one publisher who feels this is unfair competition. 
There are 7 or 8 other publishers and I do not believe that this | 
publisher represents the general feeling of the publishers in Berlin. 
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COMMENTS ON 





PUBLICATION 


The Government, while not being willing to be quoted, as individuals 
from very high sources, both from the West Berlin Government and 
in the West German Republic, have unqualifiedly not only endorsed 
the paper, but expressed great concern that it should be continued 
in our community. 

A high dignitary of the church in West Berlin has-said the same 
thing. I can supply those names in executive session, if desired. 

| have discussed it with Ambassador Conant and he believes that 
the paper is necessary for maintaining our position properly in this 
critical area. 

Now, if we get to any kind of settlement in Berlin—lI can’t see it on 
the horizon—but if we did and as in West Germany the situation 
settles down to a more normal relationship, we would obviously not 
have the need for 1t, we would discontinue it as we did in West Ger- 
many at Frankfort, but until there is a change to our benefit in West 


Berlin, I think we should not reduce our capabilities in that area a bit 
less than we have now. 


I think we should at least keep them. I am not advocating an 
increase. 


QUESTION OF PUBLIC POLICY 


Senator KNowLanp. There may be some merit, of course, to Mr. 
Streibert’s testimony and the testimony that Dr. Conant gave to us 
here, but I think there is also a public policy question involved on the 
other side of the picture. 

First of all, 1 question very much the advisability of a Government- 
subsidized press. I say that as a newspaperman. I think it is not 
good. I certainly would not want to see it in this country. 

I question very much the advisability of this country maintaining 
such a publication in any other country of the world. They do have 
a free German press in both Western Germany—you have now dis- 
continued the paper in Frankfort—and they have a free German 
paper in West Berlin. 

| think that any subsidized publication is looked upon as such. 
I think you lose a considerable amount of the value of what you are 
trying to get across to the people, despite the recommendations that 
may have been made locally. 

1 think there is no need kidding ourselves at all. I do not say it 
was done in this case, but it would not be too difficult for the publisher 
of the paper in question to go to some of his people—undoubtedly he 
has folks with friendly relationships—and get letters written as to 
the continuation of the paper. 

Certainly a publication with 40,000 circulation, if they could not 
do that, it would have even less influence than I would expect it to 
have. 

sut we are getting to the point where funds are of considerable 
importance and that is something, Mr. Chairman, that 1 am not at 
least satisfied on at the present time, and perhaps pursued enough in 
open session, and it may be something we should go into in executive 
session, but I think it is one that we should very definitely go into. 

Chairman Brroars. We will make a part of the record the article 
which appeared in the December 5, 1953, issue of the Tablet. 

(The article referred to follows:) 
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[The Tablet, December 5, 1953) 


Beruin Epirors Figutina Unirep Statres-Supsipizep PapeErR—FrREE GERMAN 
Press THREATENED, THEY CHARGE; REVEAL Dericirs ror Lack or ADVER- 
TISING Copy 

(By Julius Epstein) 


For the last months, a bitter fight has been waged between the free German 
press, especially that of Berlin, and the American Government and its representa- 
tives in Bonn and Berlin. 

The strange fact that this fight has been waged behind a very tightly drawn 
silk screen of utmost secrecy and that, therefore, no American newspaper reported 
about it can only enhance the tremendous importance of the issues involved. 


PRESENTS THE FACTS 


The facts behind the curtain of secrecy, as they concern this fight, are the 
following: 

When the American Government, a few months ago, was forced by congres- 
sional cuts of appropriations to close down the “Neue Zeitung” of Frankfurt, 
the American Government owned daily newspaper in Germany, it decided to 
continue its Berlin edition. It was this dectsion which provoked the indignation 
of the publishers and editors of the free German press, especially in West Berlin. 

The reasons for that indignation are very simple, indeed, and there cannot be 
any doubt that the vast majority of the American people will share that indigna- 
tion if they know its motive. 

The publishers and editors of the free Berlin press are engaged in a highly 
competitive business, a fact which they don’t mind a bit, since it is in complete 
accordance with their adherence to the principle of “free enterprise,” a principle 
to which the American Government and its High Commissioner in Germany, 
Dr. Conant, profess to adhere to, at least in theory. 

Those publishers and editors cannot understand why the American Government 
is still publishing a daily newspaper in Berlin, a paper which can only exist by its 
extraterritorial status in every legal respect and by its financial support out of 
the pockets of the American taxpayer. 


UNITED STATES TAXPAYERS PAY DEFICIT 


They argue that the Berlin Neue Zeitung could not appear for a single day 


were it not for the fact that it does not have to care about capitalistic profit 
since its deficit is taken care of by American Government subsidies. 

The case of the Berlin Neue Zeitung has been very ably presented in a 
recent letter by the publisher and editor-in-chief of one of the largest West Berlin 
newspapers, the Tagesspiegel, Erik Reger. Mr. Reger’s letter was addressed 
to the majority leader of the United States Senate, William F. Knowland 

The following quotations from Mr. Reger’s letter to Senator Knowland may 
well illustrate the whole case: 

“The case of the Neue Zeitung is one of principle. It is contradictory to 
the rules of free economy and fair competition appreciated in the United States 

“It was all very well to prohibit the Bonn Government from setting up a govern- 
ment-owned press, but the United States High Commissioner, with the Neue 
Zeitung owned by the occupation authorities, gives a rather bad example 

“Amply subsidized by Washington, the Neue Zeitung is free from German 
taxation. German labor law does not apply to it. No German can take action 
for libel in case such thing occurs. 

“As we understood, fair competition means competition under equal conditions 
The Neue Zeitung is able to go to work without any balance of expenses and 
earnings. Regardless of economic sense its size need not be in a sound proportior 
to advertising, and subscription rates can be as low as those of German papers of 
much smalier size. The salaries and the fees for free lancers are higher than 
any other comparable German newspaper. 


SEES INQUIRY DEMANDED 


“These are the points demanding an inquiry. The fact that the Neue Zeitung 
is carrying on in Berlin as a daily cannot be accepted. The West Berlin press has 
fought hard for liberty in the city, and, by its weight as German newspapers, has 
done more for the accomplishment of the vote for the free West than the Neu 
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Zeitung as a United States official paper, often regarded by the public as a prop- 
aganda matter, ever could do. 

“The West German press, therefore, must regard a continuation of the ‘Neue 
Zeitung’ in Berlin as an unmerited lack of confidence towards it. That inevitably 
must lead to serious consequences. * * * 

“German Berlin newspapers are, of course, not afraid of competition. If the 
‘Neue Zeitung’ would be strongly submitted to the same conditions, both ecomomie 
principles and application of German taxation and labor law, there would be no 
objection.” 

To illustrate the fact how independent the Berlin “Neue Zeitung” is from the 
necessity to sell advertising space as any self-supporting newspaper in the free 
world of free enterprise has to do, Mr. Reger attached a statistical chart to his 
letter to Senator Knowland, showing in several columns the space devoted to 
news and articles of the Berlin ‘“‘Neue Zeitung”’ as compared to the space devoted to 


advertisements and the exact percentage all the space sold to advertisers amounts 
to. 


To understand this very interesting chart one must bear in mind that no Berlin 
newspaper, appearing in the free sector of the city, can exist with less than 25 to 
30 percent of its space sold to advertisers. 

As Mr. Reger’s statistical chart shows, the Berlin ‘“Neue Zeitung’’ during the 
months examined sold never more than 10.29 percent of its total space to adver- 


tisers, this being the peak. The usual percentage lies between 4.58 and 8.16 
percent. 


INTENDS TO TAKE ACTION 





No wonder that the Berlin publishers consider this an utmost unfair competition, 
made possible only by the American Government. 

Those publishers and editors are now ready to fight this unfair competition 
tooth and nail. 

They also point to the fact that the newspapers of West Berlin have been 
waging a most efficient fight against communism and Bolshevist subversion right 
from the beginning of their appearances in 1945, at a time when the ‘‘Neue Zei- 
tung’? not only completely refrained from printing anti-Soviet material, but, 
quite contrary, used to print articles and editorials written by prominent card- 
carrying members of the Communist Party, an undeniable fact, just recently 
brought out in the hearings before the United States Senate’s Subcommittee on 
Government Operations. 

The Berlin publishers and editors are now anxiously waiting for the reconvening 
of the American Congress in January, 1954. They do hope that Congress will 
consider their point and will ultimately abolish the last remains of an unfree press, 
run by the American Government and paid for by the American people. 


FAR BAST AREA 





Mr. Srrerpert. This was a matter started under occupation and 
we are still an occupying power in Berlin and still in that status of 
occupation. 

The next substantial increase in this field mission is in the Far 
East area, $813,000. That is the largest single restoration in this 
field operation. 

Senator ELLtenprEr. Are you still on the first item? 

Mr. Srrerpert. Yes, I am still under United States Field Missions, 
still making up the 3 million 6 total. 

We have American Republics of $747,000, European area of 
$1,054,000, and now the Far East area. 

Over $500,000 of that is for countries in Southeast Asia. That is 
among those countries, primarily Indochina, Thailand, Indonesia, 
Burma and Formosa. 

Also, there is an additional $97,000 for South Korea where, as you 
know, we are charged with the responsibility of supporting the FOA 
and they have a large program of reconstruction on which they are 
very anxious to carry on an aggressive campaign of information so 
that the South Koreans will know just what we are doing. 
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Senator ELLENDER. How about Australia and New Zealand? 

Mr. Srreipert. Nothing for them. 

Senator ELLENpER. But you do have something for Australia 
and New Zealand? 

Mr. Srreipert. Yes. 


AUSTRALIA AND NEW ZEALAND 


Mr. Posner. The budget for Australia is $74,530. That is the 
same figure as for fiscal year 1954. The figure represents the total 
mission cost, 

Senator ELLENDER. How about New Zealand? 

Mr. Srrerpert. The figure for New Zealand is roughly $26,000. 

The figure for fiscal year 1955 is the same as that for fiscal year 1954. 

Senator ELLENDER. So you are providing for the next fiscal year 
the same as you had the last year? 

Mr. SrrerBert. Yes. 

Senator ELLENDER. Now, as | indicated in my report, it strikes 
me that this amount ought to be eliminated altogether. If there 
are any people in the world that are pro-American, the New Zealanders 
and Australians are, and instead of our supplying money to operate 
the missions there, they ought to contribute themselves to supply 
missions in areas near to them. 

I just cannot for the life of me see why we should spend a dime in 
those areas when you consider that there are no people in the world 
that are more pro-American than the New Zealanders and the Aus- 
tralians. 

Mr. Srreiserr. Following your report which was discussed with 
you informally, our assistant director for that area went to New 
Zealand and went to Australia for this specific purpose. Mr. Saxton 
Bradford is here. 1 would like to have him respond to this question, 
if I may. 

Mr. Braprorp. Senator, we have only one American in New Zea- 
land, as you know. He is the only man there charged officially with 
the responsibility of bringing the American viewpoint to the people 
in New Zealand. 

ATTITUDE OF NEW ZEALANDERS 


Senator ELLeNprER. Why should you even have one American doing 
that? As I said, those people love the Americans. They ought to 
be spending some of their own money to assist us to the north of them; 
that is in Java and other places there, places near them. 

It strikes me it is money that is really being wasted and could be 
spent to more advantage in some other areas of the world. 

Mr. Braprorp. I went down there, Senator, with an open mind 
after having read your report. There is a great deal of misunder- 
standing among the New Zealanders about the American motives and 
about the things happening inthe United States. 

Senator ELLenpeR. I never found any of that. 

Mr. Braprorp. I would like to give you an example in which there 
was a great deal of public misunderstanding about the implications 
of the Hiss case. Our public affairs officer there circulated 

Senator ELLenprER. You had a lot of that in this country, too. 
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Mr. Braprorp. ——cireulated a copy of Whitaker Chambers 
“Witness,” two copies among key people in New Zealand, people who 
have to do with the making of public opinion, government officials. 

Some of those public officials told me they had an entirely different 
idea about the Communist menace and understood American policies, 
including foreign policies, better after having read this book. That 
hook was not available in New Zealand until 2 years after our people 
circulated it there. 

The British edition arrived there 2 years later. 

Senator ELLENDER. Why could not that have been done by the 
Embassy there instead of having USIS with an office there to spread 
that among the officials you speak of? 

Mr. Braprorp. The one American we have there for all of New 
Zealand does exactly that kind of work for the embassy. He functions 
as part of the embassy staff specifically for that purpose. 

Mr. SrrerBert. How about Australia? 


LABOR 





ATTITUDE IN AUSTRALIA 


Mr. Braprorp. In Australia we have 3 Americans, actually only 2 
of them now, on the job. The Australian labor unions are extremely 
leftist, extremely suspicious of our role in the Far East. The Aus- 
tralians were talking about collective defense measures in which the 
understanding of the Australian people and Australian leaders, inelud- 
ing labor leaders, is extremely important. 

Senator Evtenper. Is not Australia doing a lot in that direction 
in fighting communism within its border? 

Mr. Braprorp. It is. It is being assisted by the information we 
bring them there through the USIS operation. 

Senator ELLENpER. Is not Australia able to obtain that information 
on its own? They are certainly much better off than we are finan- 
cially. Why we should be pouring in money there, as small as it is, 
is something I cannot understand. 

For instance, I found that we are maintaining a library there in 
Australia. In Sidney and Melbourne you have as fine a library as 
you can find anywhere. Yet side by side we have been carrying on 
libraries for the benefit of the people when the Australian Govern- 
ment itself does and is capable of operating libraries there. 

Mr. Braprorp. That is true, Senator, but in our library we have 
carefully selected publications that tell the American point of view 
on controversial public issues that they don’t get otherwise. 

Senator ELLENpER. And I was told that the libraries in Sidney 
that are operated by the Australians would cheerfully accept those 
books and disseminate the knowledge if only they were made available 
to the libraries. I understand you did that in Melbourne. 

Mr. Braprorp. Yes, sir. 

Senator E:uenper. Why do you nat do it in Sidney? Why do 
you not do it in Canberra—wherever you have libraries. 

Let the Australians themselves do the work of permitting Aus- 
tralians to read American literature. 

Mr. Braprorp. The only advantage I see of having a library of 
our own is that we can stock it with the particular kind of books 
we want disseminated to particular people. 
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Senator E.tenper. But they will stock it. As I unde rstand, 
they did it in Melbourne. Why would they not do it in Sidney 

Mr. Braprorp. We, as you know in Wellington, turned our e ntire 
stock of books over to the New Zealanders to administer. 

Senator ELLenper. | am talking about Australia. 

Mr. Braprorp. In Australia we thought it necessary to have a 
specifically selected group of books for our purposes 

Senator Exuenper. As | aay, in Melbourne you have all these books 


under the jurisdiction of the Australians. Why can you not do the 
same thing in Sidney? 


NEED FOR LIBRARY IN AUSTRALIA 


Mr. Braprorp. We thought we would like to have on 
Australia. 

Senator ELLenper. Why? 

Mr. Braprorp. To which we could bring people, to show them 
specific books and specific periodicals under our jurisdiction. 

Senator ELLenper. Why could not that be done if you had the 
books in the Australian library? As I understand, in order to carry 
on this library, you are paying a large amount of rent there and you 
have quite a few local people that handle the library, and this fac ility; 
in fact, the same facility could be made available to the 
in their own libraries if only you would try to do it. 

Mr. Streipert. We would like to have a library of our own in the 
country. 

Senator ELLeNpDER. | know you would. You would like have 
them all over the world. I know how these bureaus are working 

It strikes me you are wasting, as small as it is, the sum that is now 
being appropriated for New Zealand and Australia because 
countries are capable financially more so than we are. 

Mr. Srrerpert. Well, sir, to continue when I was interrupted, as 
to why we would like to have them for our purposes, it is not because 
we are bureaucrats and enjoy having things that are controversial. 
Libraries, as you know, have been very widely recognized as one of the 
most important parts of our program. 

Now, if we could logically carry on this work 
libraries, we would be stupid to operate our own. 
reasons. 

Now let me give you a couple of reasons, if I may. 

In the first place, these are misnomers as libraries. They are 
information centers. It is not a typical collection of library books for 
library purposes. It serves our purpose. ‘These information centers 
are, we hope, cultural centers, where we have exhibits of various kinds, 
where we have a variety of activities going on which promote our 
program. We show movies in connection with our 
We have lectures of various kinds by visiting leaders. 

These information centers are our cultural outposts in these various 
areas in a rounded sort of way. 

Now, we have tried putting collections of books in libraries. They 
get lost; they don’t keep them up. They don’t keep them segregated. 

In many cases you can’t get access to them, and the problem of 
simply turning over books to libraries is not nearly as simple as it 


» library in 


Australians 


those 


through existing 
There must be 


library centers 

















1456 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 





sounds. In some areas we can get along without having our own 
library. And there we wish to do so. 

Senator ELLENDER. Your argument is very forceful in countries 
that are not with us, but, as I said, it goes back to the fact that in my 
humble opinion it is not necessary in countries like Australia and we 
should spend our money only where it is necessary. 

Now, you saw fit to permit the library in Wellington to be main- 
tained by local interests. Why you cannot do it in Sidney is some- 
thing I cannot understand. 

Mr. Srreirpert. Let me speak to this basic point because it comes 
up frequently as to why we should be doing things in places where the 
public is for the United States, by and large, where they are basically 
friendly. 

Our whole system of defense in this world is based on friendly people. 
If we cannot keep a free coalition allied with us we don’t-have the basic 
strength to combat the Soviet. 

Now, you know, and | know, that the Soviet method is to try to 
drive cleavages between friendly people and ourselves, to misrepresent 
us, to work on, let us say, labor unions as in this instance. They are 
constantly at work in that area, let alone the lack of understanding of 
the people for many reasons. 

There are some divergent policies as you know in the Asian area 
between the commonwealth nations of England and England and 
ourselves. 

Now, we are engaged in those areas not on a very large scale in 
trying to keep those friendly relationships cemented to us and pre- 
venting misunderstanding. If that were not true we should not be 
in any of these friendly countries. We should only be trying to 
broadcast back of the Iron Curtain. 

Senator E.utenper. Is not that the function of our embassies 
abroad, to have our legations do it? 







SITUATION IN SWITZERLAND 





Mr. Srrerpert. No, sir; they are not equipped to do it. Let me 
cite you the example of Switzerland. If there is any country that is 
completely neutralist, a country we can count on as not being an 
enemy, it is a country like Switzerland. 

As a result of the drastic cut imposed on the service—in our service— 
we closed our post in Bern. I talked to Mrs. Willis, our Ambassador, 
there. She finds that it is absolutely necessary for us to have a man 
and a post open in Bern in order to get our viewpoint across to the 
Swiss newspapers primarily. 

Now, the Swiss newspapers are quoted very widely throughout 
Europe. One of the finest newspapers in Europe is the Zurich Journal. 

When you say why can’t the embassy do these things, the embassy 
is putting the greatest pressure on us. They say, “We need this 
done. Can’t you do it for us?’’ because they are not equipped and 
they do not have the skill and methods of dealing with journalism 
in this public-opinion area. 

That happens to be a case that is right up now. It is not a matter 
of a possibility that we resist. We did this, we cut it out, and we 
are being importuned strongly to restore it. 

Senator ELLenpER. Do you think the Swiss would use their own 
newspapers in order to say unpleasant things about Americans? 
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Mr. Srrerpert. She found there an enormous need. 

Senator ELLeENpER. Have you found that? 

Mr. Srrerpert. She has found there is an enormous need for an- 
swering inquiries and for writing special material for papers, that is 
actually requested of us. 

Secondly, if we can affirmatively get material favorable to the United 
States and influence journals, that is important. 

I would like to have had a man there to be sure that Mr. Dulles’ last 
speech at the Geneva conference was reported as fully as possible in 
important Swiss papers. It would have been very much to our in- 
terest to get that spread out in quotes rather than a correspondent’s 
summary of it. 

Senator ELLeENDER. You can advance the same argument for every 
country in the world. 

Mr. Strreipert. That is why we are in 77 of them. 

Senator Etuenper. | do believe that the money that is spent 
there could be spent more advantageously in other places where we 
are in real trouble. 

Mr. Srrerpert. That is the basic concept. 

Senator ELteNpER. Now, are you through with that item? 

Mr. Srrerpert. Yes; of the Far East. 


ACTIVITY IN INDONESIA 


Senator Smrru of New Jersey. I notice in this compilation here you 
say that you cover Indochina, Thailand, Burma, and Japan. Why is 
Indonesia left out? It is a very important area. 

Mr. Srrersert. We are doing a greal deal in Indonesia. Is this 
increase you are reading from? We felt in this budget that we are up 
to a level in Indonesia beyond which it is not safe to go and not 
productive. 

We are doing pretty well there. We are well staffed and we are 
effective. We feel that greater efforts in Indonesia might react un- 
favorably on us. 

Senator Smirx of New Jersey. Then Indonesia is taken care of in 
your regular program, is it not? It is not included in your requested 
increase? 

Mr. Strrerpert. That is right. Some $320,000 is being spent there 


COMPARISON OF 1954 AND 1955 POSITIONS 


Senator ELLENDER. Mr. Streibert, in the chart that we have before 
us I notice in the 1954 appropriation the amount appropriated was 
$36,991,447, with 8,899 positions under 1954. 

Under the 1955 estimate you have practically the same amount of 
money, but with only 6,782 jobs. Why should there be as much 
money with fewer jobs? 

Mr. Srrerpert. May I ask Mr. Posner to answer that? 

Mr. Posner. Sir, that comes from the technical budget require- 
ment that we show the total number of positions at any time during 
the fiscal year. Therefore, the 1954 appropriation adjusted con- 
tains the number of positions which were in the program on July 1, 
1953. That was before we had our appropriations for fiscal year 19: 54, 
and before we reduced the number of positions. 

45431—54—pt. 2—-21 
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A better comparative figure, which shows on the appeal table, is 
that as of June 30, 1954, in which we estimate a total of 6,421 positions. 


PERCENTAGE OF REDUCED POSITIONS 


Mr. Srreisert. We had about a 35-percent reduction in staff 
during the year. This was the maximum. 

Senator ELLENDER. The 8,899 positions reflected the maximum? 

Mr. Posner. Yes, sir; at the beginning of fiscal year 1954. 

Senator Ettenppr. Are we to understand, then, that with the 
amount of money that you are asking for 1955 in contrast. to 1954, 
that you are about to employ the same number of positions? 

Mr. Srrerpert. There is an increase of 407 positions to be restored, 
involved in this three million six that we are discussing. 

Senator ELuenper. I am talking about the total amounts now. 
You are asking for this year the same as you had last year. 

Now, how many more or less positions will you be able to take 
care of with the same amount of money that you bad in the 2 years? 

Mr. Posner. With respect to the mission, sir, or the total program? 

Chairman Brinces. His question contemplates the total. 


PERSONNEL RESTORATION 


Mr. Posner. On the total program, the restoration represents an 
increase of 518 positions over the estimated number which we will 
have on June 30, 1954. 

Senator ELLenperR. Are we to understand that you will have more 
people employed during 1955 than you had in 1954 with the same 


amount of money? 

Mr. Srrerpert. No. 

Senator E.tenper. Then I cannot understand ,what you are 
talking about. 

Mr. Posner. The money requested is an increase from the 1954 
net, sir. I think it shows up better on the table in the appeal letter. 

Senator ELtenpER. What I have before me is this chart. You 
have this chart. Is the chart wrong? 

Mr. Posner. It is not wrong. However, the 1954 figure shows 
total expenses, including certain nonrecurring items which we have 
pulled out in the table I refer to in order to come to a basis for com- 
paring fiscal year 1955 with fiscal year 1954. 

Senator ELLENDrER. But still you have the same amount? 

Mr. Posner. In total for USIS missions, yes. There is an increase 
from the 1954 base in 1955, however. 

Senator ELLENDER. You mean in the 1955 estimate? 

Mr. Posner. Yes, sir. 

Senator ELLeENpDER. I do not quite follow the chart, Mr. Chairman. 


PERSONNEL COMPARISON 


Senator McCarran. How does your personnel compare in 1955 as 
compared with 1954, please? 

Mr. Srrerperr. An increase in the 1955 estimate of some 518 posi- 
tions in all. For USIS missions the increase is 407. 

Senator McCarran. I am talking now of the total personnel. 
How does your money compare with 1954? 
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Mr. Srreisert. For the missions it is about $3.2 million higher than 
the 1954 net amount. ‘That does not show on the chart you have 
because the figures for 1954 are in total, before deduction of some 
items. But that is because these figures are requested in this way. 

Senator ELLenpeEr. As I pointed out a while ago, Senator McCar- 
ran, according to the chart that is before us, the 1954 appropriation 
was $36,991,447, and the 1955 estimate is $36,628,330. Yet the 
difference in the positions is almost 2,100. 

Mr. Coox. The $36,991,447 includes some of the program liquida- 
tion costs as a result of reduction in force, the payment of terminal 
leave, and other nonrecurring items. So the comparable figure for 
1954 would be $36,991,447 reduced by $3,197,000 for those liquida- 
tion and other costs. 

The true figure for comparability would be $33,431,000 for 1954 be- 
cause you have to take up the liquidation and other costs first to get 
a true comparability. 

So you have $33 431,000 compared with an estimate of $36,628,000 
for 1955 for that particular item. That provides for the increase in 
personnel. The liquidation and other costs have to be considered 
in comparing the 2 years. 

Senator ELtenper. And nonrecurring? 

Mr. Coox. Nonrecurring, absolutely. 

JUSTIFICATION FOR NEAR EAST MISSION FUNDS 


Mr. Srrerpert. If I might go on to the Near East, there is a restora- 
tion requested there of $769,000. Well over half of that is for in- 
creased activities in India. If we will add, and I don’t like to get 
into exact amounts for specific countries, but if I add India plus Iran 
and Pakistan, the increase for those 3 alone is $628,000 out of the 
$769,000. 

The other is miscellaneous spread through Near East countries. 

Senator Ex.uenper. Is this additional amount to open up new 
offices in India, or to broaden the ones you already have there? 

Mr. Srreisert. As to our posts, it is to broaden the activities in 
the posts. 

Senator ELuenpER. By doing what? If you recall, I thought that 
you stated to me in my office some time ago, maybe in your office 
when we had a discussion, that it was your idea not to take too many 
programs, but to settle on 1 or 2 or 3 good ones and let the others go 
in the hope that you could do a better job. 

Now, with this additional money, is it your idea to add more than 
you are now doing? 

Mr. Srrerpert, In India, yes. 

Senator ELttenper. Of course, on the last tour I made I did not go 
all over India. I was in Bombay and some other places there. It 
was there as well as other places where I found that the department 
was engaged in too many activities. In some places you had 4 or 5, 
whereas if you relegated your activities to 2 or 3 you might do a better 
job of it. 

EMPHASIS ON INFLUENTIAL LEADERS 


Mr. Srreipert. Here is the way we are trying to coricentrate there. 
Rather than activities it is to concentrate on fewer objectives, not try 
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to do everything to everybody, so to speak, and then in trying to 
accomplish those objectives to concentrate to a greater degree, 
especially in a place like India where you have 350 million people and 
it is unnecessary to try to influence 350 million people, but to put 
greater emphasis on the influential leaders. 

It takes very indirect and extraordinary means to do it in India, 
as you well know. We can’t just go out with a blast and do any 
good. We have to really work at this in an indirect, unobtrusive 
manner. 

Senator Extenper. If your objective is to reduce the number of 
activities, it strikes me that that would in turn reduce the carrying 
load there. 

Mr. Srreipert. No. You can take one activity in India, say, to 
influence it to give up its neutralist attitude and become more effective 
in backing up western policies, and that alone is one objective, but 
vou need enormous resources to really accomplish any measureable 
result along those lines. 

Senator ELLENDER. How do you propose to approach or deal with 
these leaders to which you refer? Is it by making available to them, 
as you do in some countries, special moving picture equipment so they 
can operate that in their own homes and for their friends? 


READING CENTERS 


Mr. Srreipert. Yes, and to get influential groups together to come 
into our place. We intend to operate, if we are successful in obtaining 
this restoration, 10 new reading rooms. 

Now, those are not libraries. These are reading centers where we 
can have periodicals and a supply of certain kinds of books and have 
a center. 

The related expenses for those is going to be in important university 
towns, for example, where you get students as well as faculty people. 

Senator Extenper. You are familiar, | am sure, with the custom 
that was prevailing at the time I was there and probably since, that 
we furnished quite a few reels to the Emperor in Ethiopia so that he 
could have pictures shown in his own palace. 

Do you not think he could afford to do it? 

Mr. Srrerpert. He can’t get our pictures. How does Nehru get a 
picture that he can show in his home of President Eisenhower deliver- 
ing his atomic energy speech to the United Nations for a dinner party, 
which he did? It is not available unless we have it there for him. 

Senator ELLENDER. You expect to continue the program? 

Mr. Srreipert. Yes. 

Senator ELLENpDER. That is how you propose to spend some of this 
additional sum in India that you have just referred to so as to be in a 
better position to reach the higher ups in the Government of India? 

Mr. Srreisert. That is going to be the primary effort there, to 
reach the higher-ups and the other influential groups. 

Senator ELLenperR. Aside from the moving picture aspect, what 
other programs do you have in mind? 
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ADDITIONAL READING ROOMS IN INDIA 


Mr. Srreipert. As I say, the 10 reading rooms. We expect to do 
much more in books. The distribution of handling and lending 
libraries would come under this part. 

Senator ELLeENDER. You mean exclusively for the higher ups or 
could not they take it from the libraries you are now handling? 

Mr. SrrerBert. They would not have access to the existing 
libraries. 

Senator ELLENDER. Why cannot they have access to the existing 
libraries? 

Mr. Srrerpert. They are not there. We are only in eight cities. 

Senator ELLenpER. Then instead of contracting you expect to 
expand in other places in India? 

Mr. Srrerpert. Yes, but always aiming at the intelligent and 
influential people and at the people who have important positions. 

Senator McCarran. How long has this program been going on in 
India, please? 

Mr. SrrerBert. I judge since the inception of our information 
program. It is not new. 

Senator McCarran. It does not seem to me that you have ac- 
complished very much from recent events, 

Mr. Srrersert. When you say we have not accomplished much 
in a country of 350 million people, it is very understandable. 

Senator McCarran. You are addressing yourself to the higher-ups, 
Nehru, for instance. From my observation, from the press and 
reports, Nehru is going further and further away from us.. I would 
like to know where you get any advantage in that kind of program 
under those conditions. 

Mr. Srrerpert. I would like to see whether you would prefer to 
have to exert no influence there, not try to influence him under those 
circumstances at all and have nothing at work on him rather than 
have something going on. 


QUESTIONED ACCOMPLISHMENTS IN INDIA 


Senator McCarran. I should think you would be able to show us 
some accomplishments. Can you show any at all for the money 
that has been expended? 

Mr. Srrerpert. Yes, we have many ways of showing accomplish- 
ments. 

Senator McCarran. One accomplishment we seem to have brought 
to our attention here in the last two weeks is that Nehru refuses to 
allow our airlift to go over India. Does that show that we are accom- 
plishing anything? 

Mr. Srrerpert. We wish he would. 

Senator McCarran. You wish he would what? 

Mr. Strerpert. Permit it. We wish he were more our way than 
he is. No doubt about it. 

Senator McCarran. He is not as favorably disposed to us now as 
he was some years ago. 

Mr. SrrerBert. Well, it would be miraculous if an information 
program could accomplish these great results, sir. 
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Senator McCarran. If it could not accomplish the result, why 
are we expending the money? 

Mr. Srrersert. Because it cannot accomplish any more results 
than our foreign policies are accomplishing. We will get the most 
out of the policies established by this government. Where they are 
less effective than we hope and wish and expect, the information 
program is not going to be any more effective, sir. 

Senator McCarran. No matter what we do with it? 

Mr. Srrerpert. No matter what we do with it; no, sir. 

Senator McCarran. Then why spend the money on it? 

Mr. Srrerpert. That is a question I spoke of before you were in 
the room. I would ask your indulgence to repeat it. May I? 

Senator McCarran. Very well. 

Mr. Srrersert. It will take 5 or 10 minutes. I will be glad to 
repeat it. 

Senator McCarran. Very well. I will be glad to have you, 
because you have to convince me. 

Mr. Srreipert. I don’t think I will convince you. 

Senator McCarran. Why did you make that remark? 

Mr. Srrerpert. Because you said you didn’t think you would be 
convinced. 

Senator McCarran. I did not say anything of the kind, but I 
asked you to convince me you are doing something with the millions 
of dollars you are spending over there. We are handling the public 
money here. We want to know if there are any results coming from it. 

Mr. Srrerpert. Well, sir, you are in a war. You either want to 
try to do what you can for this war in defense of this country or say, 
let us give it up, let us not do it. 

Senator McCarran. As to the method of war, you are carrying on, 
I would like to know if you are doing anything for the defense of the 
country or not. 

Apparently we are not doing very much in India, at least with the 
higher-ups and those are the ones I say you are trying to reach. Now, 
if you want to repeat your statement that you made before I came in, 
I will be glad to hear it. 

Mr. Srrersert. | have just been in Geneva where we find that the 
Chinese are using that conference as a propaganda sounding board. 

I have just been in Italy where we find the Communists are very 
powerful and active. 

I am impressed with the fact that the Soviet is successful in 
altogether too many areas in this cold war. 

Now, I said at the beginning that basically our military strength 
and our H-bomb and our atomic bomb ¢ apabilities we hope and expect 
and I believe will prevent any armed attack on us by the Soviet. 

Obviously we are not going to use our Army to do any attacking. 
Under those conditions where we might have a standoff for a number 
of years militarily, what resource will the Soviet use to pursue its 
traditional Communist doctrine of aggression? 
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STEPPED-UP SOVIET COLD WAR OFFENSIVE 


Obviously they will employ a stepped-up cold war offensive over 
a long period. 

Now, in my opinion this country will have to decide, and you, sir, 
will have to decide, whether you wish to adopt similar propaganda 
methods for the defense of this country against such a cold war. 
Those methods are not fully worked out in my opinion as of the present 
time. 

I think we need much more planning and many more searching 
studies of the methods to fiad out what can be effective. 

We have enormous odds working against us. I say this calmly, 
sir. The Soviet has the benefit of a party organization in most of the 
important countries, which is overt and ready for them to use. They 
are using it. 

We have nothing to use. In Italy if we can persuade people to 
our point of view, we cannot say what they should do, but the 
Communist local agents can say it right off and do say it. 

In other countries we know that the Soviet operates underground 
where they don’t have the overt operation. We have no such resources 
available to us to work within the public of these countries. 

Secondly, the amount of resources put back of this, not comparable 
to the appropriation we are talking to, 1 grant you, but the resources 
spent, which is what we have to overcome, are many, many times 
what we are now spending or what I would advocate spending in the 
near future 

SOVIET PROPAGANDA RESOURCES 


They have funds from the satellite countries. They collect money 
from these party members. They use all resources to the extent, I 
must say, of certainly over $1 billion and of the character of $2 billion 
a year, which we are trying to combat with our request of $89 million. 

We are in the position of trying to carry on this thing with not 
one hand, but almost both hands tied behind us as against the adver- 
sary. 

Now, I make that statement to come to this point: 

It seems to me that this Government has to make up its mind and 
pretty promptly, whether it wants to really engage in this cold war in 
an effective way. We are going to do it and plan it over a long run 
on some scale where we can be calculated to win, or I agree with you 
there is no use doing anything. 

Now, you cannot build this up overnight. It is a long-range thing. 
You cannot suddenly double the capabilities, say, let us go in, we 
want to wind up this thing and get on top. You can’t do it any more 
than you do it with the military where you have a long lead time 

This is conducted by people and personal organizations. It is not 
the amount of money you spend entirely. It is also how you spend it 
and with what personal skills. That takes time to build up. 

We know that the Soviet traditionally used this propaganda war- 
fare as a high priority instrument of national policy. 

Now, if we want to win this thing we have to adopt that same 
attitude and not be discouraged if we cannot show that we are in- 
fluencing the particular country to do a particular thing at a par- 
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ticular time. We are in this thing for years and we are going to be 
confronted with it for years regardless of what measures we take. 

Senator McCarran. We have been confronted with it for years 
now. ‘The trouble is that we are running on a deficit. We are $270 
billion in debt and the requirement coming on will increase the debt. 

The question is: How long are we going to be able to carry this on 
when no results are coming in? 

Mr. SrrerBpert. My statement applies there, if you want to get 
anywhere with this thing you have to be willing to make the invest- 
ment or not do it. 

USIA OPERATING LEVEL 


As you know, we are now operating on a level some 40 percent less 
than it was last year. I am asking for an increase of 15 percent 
above this low level. You said at the time, your representatives, 
that this thing ought to be cut back to find where it ought to be. We 
don’t know where it ought to be. 

Now, I have had this amount of experience. I think this money 
can ‘be used productively and I am now engaged in showing how it can 
be used productively, I hope. I cannot apologize for the mistakes of 
the past, but I can, I think, justify where this can be spent in the 
future. 

ACTIVITIBS IN FRANCE AND ENGLAND 


Senator McCarran. What you have said about India and what you 
have said about Italy in your discourse is also true in France. We 
have put barrels of money into France and France is just on the fence 
as to which way she will go. 

Mr. Srrerpert. That is right. 

Senator McCarran. Now, we have put carloads of money into 
England. I do not see very much hopes over there. It is the same 
situation. Now she is proposing to build ships for the biggest enemy 
we have. 

I am interested in knowing, I would give you every dollar I thought 
would accomplish the result, but can we get results? Have we gotten 
results up to date? I have been on this committee now for 20 years 
and I have not seen any results from the money we have expended. 

I would like to see it, sir. 

Mr. SrrerBpert. So would I. It would be very good to have a fine 
and exact measure of total results. We just don’t have it. We will 
never get it. 

Senator McCarran. All right. 


FUNDS FOR TRAINING PROGRAM 


Mr. Srrersert. The final item on this USIS Overseas Mission is an 
item of $237,000 of restoration entitled “Training, and employee over- 
lap. This is the last item before the total. 

The $54,000 is a technical matter for overlaps of employee replace- 
ments and getting in time for leave and so forth. 

The big item is $183,000 which is to provide increased training for 
Federal missions. It provides 25 positions. We have never had ade- 
quate training of our people for this work. It is new. There is not 
too good a basis for training. 
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We are working with a couple of universities and colleges to start 
such courses. I think this kind of investment makes the employment 
of the other money much more effective if we can get more highly 
trained people in this work. 


REPRESENTATION ALLOWANCES 


Now, included in this three million six is a highly controversial 
matter which I make bold to bring up. It is spread through those 
figures, but it is called “Representation.’’ Our House request for 
that was $60,000, which compared to $58,750 in the current fiscal 
year. That was cut down to $30,000. 

Senator McCarran. In the House? 

Mr. Srrerpert. In the House, which is wholly inadequate. The 
$60,000 requested is not adequate to pay the costs necessary. 

Senator McCarran. What does it do? Is representation the same 
as we understand it, making provision for the State Department 
entertainment expense? 

Mr. Srrerpert. Yes, it is entertainment expenses for our staff to 
take an editor to lunch or take some Government official out, to 
repay costs of entertainment that he has had. 

Our trouble is that we are asking our people to take too much out 
of their own pockets. They are spending their own money. 

This $30,000 breaks down worldwide into really ridiculously small 
amounts over a quarterly period for any one person in an area. 

In many of these instances it is $2, or $12, or something of that 
sort, for 3 months. 

The reason I mention it particularly is that we are laying great 
stress on personal contacts in this type of work. It is public rela- 
tions work and you need to get together with people to accomplish it. 

The only way to do that is to have some representation or enter- 
tainment funds. The $60,000, as I say, I believe is not adequate, 
but we request that to be restored in order that we do not penalize 
our staff too severely in this respect. 

Senator McCarran. I do not know whether you have read the 
Congressional Record to see what we have gone through on this 
representation item in other phases. If you have, you know what we 
have to go through. 

Mr. Srrerpert. It is highly controversial. I know it, sir. 


TRAINING PROGRAM UNIVERSITIES 


Senator McCarran. Now, you stated, as | understand it, that this 
training program will be in two universities? 

Mr. Strerpert. No; I said I discussed it with two universities. 

Senator McCarran. Have you the curriculum to be followed 
those institutions? 

Mr. Srrerpert. No; it has not been set up. In order to do it the 
university has to get a grant which it is now seeking. I am discussing 
specifically with the School of Advanced International Studies of 
Johns Hopkins, having been unsuccessful in setting up a course with 
the School of Public Administration of Harvard University. That is 
not the full object at all of this money 
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The training money is largely to be spent to provide the salaries of 
the training positions for people who will spend adequate time getting 
trained here on existing courses which we can put together for them 
from other agencies of the Government, from the State Department 
and others. 

Senator McCarran. Has Johns Hopkins got that set up now? 

Mr. Srrerpert. They have in Washington a school for advanced 
international studies. 

Senator McCarran. Who is the head of that? 

Mr. Srrerpert. Dean Thayer. This is wholly apart from another 
international school previously under Johns Hopkins. 

Senator McCarran. Is that the school over which Mr. Owen 
Lattimore presided? 

Mr. Srrerpert. Yes, I am not speaking of that. It is not that 
school. It is entirely separate. I made sure of that. 

Senator McCarran. While I am temporarily presiding here, I 
think the committee would like to have that curriculum submitted to 
it. 

Mr. Srreirpert. There is no such curriculum in existence, sir. 

Senator McCarran. When it is. 

Mr. StreiBert. Yes, sir. 

Senator McCarran. When it is in existence we would like to have 
the school you are pursuing it in, and the curriculum. 

(The curriculum will be submitted to the committee at a later time.) 

Mr. Streipert. Fine. 

That concludes the discussion of the three million six item. 

Senator McCarran. Before we go any further, I think we will 
recess and reconvene at 2 o’clock this afternoon. 

Mr. StrRerBERT. Yes, sir. 

(Thereupon, at 12:05 p. m., the subcommittee was recessed, to 
reconvene at 2 p. m., same day.) 


AFTERNOON SESSION (RECONVENED AT 2 P. M.) 


STATEMENT OF THEODORE C. STREIBERT, DIRECTOR, UNITED 
STATES INFORMATION AGENCY—Resumed 


EFFECTIVENESS OF PROGRAM IN INDIA 


Senator Smira of Maine (presiding). The committee will come 
to order. 

Mr. Streibert, do you have anything to add to your testimony of 
this morning on the USIS mission? 

Mr. Srrerpert. We were discussing the situation with respect 
to India at the time of the recess. 

Although I would like to reserve for executive session, discussion 
of such specific instances as would be appropriate and desired, I 
would like to make a couple of references to effectiveness here. 

As you know, you can only judge the effectiveness by specific, 
definite instances. The overall effect is apparent to all. But I 
was very much interested in this kind of happening in our library 
in Madras, where a high official of that area in India, whose name 
I can supply in that executive session, came in the library and he 
saw the book on display there called Classless Capitalism. He re- 
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marked to our librarian that that was certainly a contradiction in 
terms if there ever was one and it was obviously not representative 
of our form of capitalism. 

So our librarian asked him to take the book and read it if he would. 

Now, I have seen copies of two letters which he sent subsequent to 
that in which he said that having read that he did realize that we 
here in America could have a capitalistic system and still have a 
class less society where we are all on an equal basis, that he could 
understand how it could operate, which he had not understood before. 

In fact, he thought it was so interesting and illuminating that he 
thought we ought to distribute these rather widely in India, which 
we have been attempting to do. 

I would like to ask Mr. Berding, who is head of our pelicy and 
plans, to explain very briefly how we operated in India at the time 
recently of the signing of this Pakistan pact for military aid. 

Senator SmirH of Maine. Mr. Berding. 

Mr. Berpinc. Madam Chairman, the Pakistan aid pact had in 
advance of its announcement aroused a great deal of animosity and 
resentment in India. The news leaked out some months before it 
was actually announced. 

We had to be pretty careful as to what,type of program we were 
going to put on in connection with it so as to minimize the impact 
when the announcement was actually made. We worked very closely 
with the State Department in getting together a very comprehensive 
policy which we sent out to the mission in Delhi, stating the full 
background of our Government’s position on the aid pact with 
Pakistan. 

We managed to get in advance copies of the letter of the President 
to Nehru which stated our position and also made the same offer 
to Nehru; that is, arms assistance similar to that given to Pakistan. 


MISSION IN DELHI 


The mission in Delhi itself made ample preparations to get that 
material around India, which they did, in advance, so that they were 
explaining our position at the time of the actual announcement when 
the pact with Pakistan was signed. 

Now, it had been rumored in advance, and we had some indications 
that that would be the case, there would be widespread public demon- 
strations and rioting, part of which would be inspired at the time of 
the announcement of the signing. 

We cannot claim full credit for this, of course, but the fact is, we 
think at least partly as a result of our information work, there were 
no demonstrations in India at the time of the signing of the pact with 
Pakistan despite the many indications in advance of rather deep 
seated, and even virulent resentment. 

Senator ELLENDER. How was that distribution made? How many 
people did you reach? 

Mr. SrrerBert. | couldn’t say, Senator, but at least it must have 
been a sufficient number of people to have given the right ideas as to 
what our aims were. 

Senator ELLENDER. You in no wise stopped Nehru, did you? 

Mr. Srreipert. No, we in no wise stopped Nehru. He made quite 
a strong speech. 
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Senator ELLenprer. How about other officials in India? Did you 
convince them, any of them? 
Mr. Srrerpert. We hope we did. It is very difficult to say, 
Senator. 
OFFICES IN INDIA 


Senator ELLenper. At how many places in India do you have 
offices? Delhi? 

Mr. Srrerpert. Yes. 

Senator ELLENDER. Calcutta? 

Mr. Srrerpert. Yes. There are eight in all. 

Senator ELLENDER. Bombay? 

Mr. Srrerpert. Yes. 

Senator ELLenpER. Would you mind naming those for us aside 
from those I have just mentioned. 

Do you have any at Hyderabad? 

Mr. Srrerert. Yes. These are information centers at Bangalore, 
Bombay, Calcutta, Hyderabad, Lucknow, Madras, New Delhi, and 
Trivandrum. 

Senator ELLenper. Are all of your operations carried on from those 
eight centers? 

Mr. Streipert. Yes, sir. 

Senator ELLENDER. What is your chief media in India? 

Mr. Srrerpert. We use all media, the press, the motion picture-—— 

Senator ELLeNpDrER. At each center? 

Mr. Srrerpert. Yes, and the information center books and pam- 
phlets and so forth. We use exhibits. We use English teaching. We 
have translations of books. We have a whole operation going full 
force there. 

Senator ELLeENDER. To what extent do you think you have reached 
the people of India? What percentage do you think you reach? 

Mr. Srrerserr. I think it is a very small perce entage. I don’t 
think we would attempt to reach the people of India in a very large 
degree. 

Senator EL.utenper. About 94 or 95 percent of the people are 
illiterate. 

Mr. Srrerpert. Yes. 

Senator ELutenper. Is your objective then to reach those in the 
governing classes. 

Mr. Srrersert. Yes, the intellectual leaders, and special groups. 
There are many groups such as educators, youth groups, students. 
It is not just a government official. It is a variety of intellectuals. 

Senator E.tenper. Relatively speaking, that is but a handful of 
the population of India. 

Mr. Srrerperr. At most it is not more than five percent of the 
people. 

TOTAL EXPENDITURE IN INDIA 


Senator ELLenpER. How much are you spending altogether in 
India? 

Mr. Posner. In fiscal year 1954 the mission expenses in India are 
$1,312,091. The request for fiscal year 1955 is $1,737,868. 

Senator ELLenpER. So you want to increase it by some several 
hundred thousand dollars? 

Mr. SrrerBert. $426,000 
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ADDITIONAL READING ROOMS PROPOSED 


Senator ELLenperR. You do not propose to establish any other 
centers? 

Mr. Srrersert. Yes; we propose to establish, as I have previously 
testified, 10 new reading rooms, not full-fledged information centers, 
but reading rooms in 10 cities. 

Senator ELLENDER. You mean other than those you have just 
mentioned? 

Mr. Srreiert. Yes, sir; they are Darjeeling, Cuttack, Nagpur, 
Benares, Jullunder, Ammedebad, Ernakulum, Bunter, Patna and 
Shillons. 

Senator ELLENDER. You expect to establish reading rooms there? 

Mr. SrreiBert. Reading rooms, centers of activities, and pamphlets 
and small collection of books. 

Senator ELnenper. Have you made a canvass or survey to deter- 
mine the percentage of people i in those areas that will be able to use 
to advantage these centers? 

Mr. Srreipert. Yes, sir; because the purpose of having them in 
these particular centers is that in most cases there are universities 
there. 

Senator Smiru of Maine. What is the cost of those reading rooms, 
Mr. Streibert? 

Mr. Srrerpert. We have a provision for three Indian national 
employees, which is probably about half the cost of one American 
employee, in each of them. 

Senator Smira of Maine. Those employees are local people? 

Mr. Srrerpert. Yes; Indian employees. No Americans are pro- 
vided for. 

I say the cost per post is half the cost of one American employee 
for staff. 

Senator Smirx of Maine. I would like to have the figures for the 
record. 

Mr. Srrerpertr. $11,500 per reading room. 

Mr. Posnsr. The total additional cost estimated is $115,000. 

Senator Smrru of Maine. $11,500 for each? 

Mr. Posner. Yes. That includes both media and mission costs 

Senator ELLeENpeER. Mr. Streibert, you have been in your present 
position now almost a year. 

Mr. SrrerBertr. Since August 1. 

Senator ELLnenpER. Have you been able to notice any difference 
in India’s relationship from August to this date? 


COMMENTS ON INDIA’S RELATIONSHIP WITH UNITED STATES 


Mr. Srrersert. I have a report from Vice President Nixon. Mr. 
Nixon ‘stated that he thought that our library program in India 
especially, as well as throughout southeast Asia, was of great benefit 
and should be stepped up materially. 

It is largely as a result of his recommendations that we are enlarging 
this program. We are doing much more in the way of translations 
and se which I will get to when we get to the Information Centers 
Service on media, but there is a big effort there which we think i 
effective. 
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Now, these are long-run effects, sir. ‘They are in the cultural field; 
they are trying to establish a relationship with the educated people 
there so that they will understand us. 

It is not any quick thing. As I said this morning, this is a long- 
term cold war that we are in and this is a long-term, we think, very 
effective means of carrying it on. 


PRESS SERVICE EXPENDITURES IN INDIA 


Senator ELLenpER. Which is your most expensive media in India 
at present? Would you say the press? 

Mr. Srreivert. The press service, we are spending this year a little 
over a half million dollars out of the $1,300,000 this year. 

Senator Ettenper. You think that is most effective with the pop- 
ulation whose illiteracy is about 95 percent? 

Mr. Srrersert. You see, by anything written you have a selective 
distribution. You are bound to get the readers because they are the 
only ones that can read. 

Senator ELtenperR. You are depending on impressing the readers 
with the American way of life that they in turn will impress it on the 
95 percent of the population of India? 

Mr. Srrersert. Their understanding of our policies and our ob- 
jectives will result in their supporting polici ies of India. 

To what extent policies are determined by the 95 percent that are 
illiterate, I do not know, but I suspect not very much. 


SUBSIDIZATION OF AUSTRIAN NEWSPAPER 


Senator ELLenpErR. Madam Chairman, this morning we discussed 
the advisability of subsidizing a newspaper in Germany. I under- 
stand that there is another newspaper being subsidized in Austria. 

Mr. Srrerpert. Yes, sir. 

Senator ELLenper. Will you give us your views as to that, Mr. 
Streibert? 

Mr. Srrerpert. Yes, sir. The Wiener Kurrier there is in effect 
self-sustaining. 

The income from advertising and circulation receipts, subscriptions 
is just about equal to our expenses. On a cost accounting basis it 
might not be equal, but, of course, that does not show up in these 
figures. Those receipts go to the Treasury. That is an afternoon 
paper in a morning paper town. It has the largest circulation, I 
think about 150,000, of any paper in Vienna. 

That is on the streets beginning at 10 o’clock in the morning and it 
picks up the later news that the morning newspapers cannot and do 
not cover. 

It is distributed very widely. Sometimes copies are confiscated by 
the Communists in that area. They have a fine distribution that 
dominates that area 

Now, the reason for continuing it is again that the population there 
is subject to direct Communist influence. This Kurrier has complete 
American foreign policy statements, documentation, and it is so well 
edited that it is widely read. 

Senator ELtenpErR. To what extent do the other newspapers 
publishing in that area criticize the operation of this newspaper? 
Are they as vociferous as those in Germany? 
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Mr. SrrerBert. You get all shades of opinion, as I understand it, 
in the newspapers in Vienna, from straight Communist papers to 
middle-of-the-road, to supporting us, 

Senator ELLENDER. Would you say there is more criticism in 
Berlin where the other papers are being subsidized than you find in 
Vienna? 

Mr. Srrersert. The situation is a little different in Berlin, between 
east and west Berlin, as against the combined occupation in Vienna. 

The control of the Soviet, even though you are in the Soviet zone, 
is much less. So that I would say the tension in Vienna is less than 
that in Berlin. 

HELP OF ALLIES 


Senator ELueNnpEr. In Vienna and in Berlin, do we obtain any help 
at all from our allies there, the British and French? 

Mr. Srrerpert. Yes; we get a great deal of help. 

Senator ELLENpER. What does that help amount to? What isit? 

Mr. Srrersert. I think the city of Berlin supports our policies 
and gives us every cooperation. We found that out when we dis- 
tributed free food. 

Senator ELLENDER. How about the French and the English there? 
Do they assist us financially in carrying on any of the projects for the 
good of all? 

Mr. Strrerpert. They do not. 

Senator ELLENDER. We carry the whole load? 

Mr. Srrersert. We certainly do. 

Senator ELLENDER. Have you detected in recent months any of 
the things done by our allies there by way of undermining us that 
you have to make correction of through the media you have there in 
that area? 

Mr. Srreirpert. I didn’t get the question, sir. The Soviet is 
undermining us? 

Senator E.uenper. As I pointed out this morning, in many areas 
of the world some of our allies undermine us and we have to spend 
money in order to correct some of the impressions left by them with 
the people in areas where we are operating. 

Do you find such a condition in either Berlin, Germany, or Vienna, 
Austria, or both? 

Mr. Srreipert. I would say not. I think that we are joint 
occupying powers there, while we do not always see alike, we generally 
get support from the British and from the French. 

Senator ELLENDER. Have you found any tendency there for the 
French and British to criticize us to the extent that at times you feel 
compelled to use propaganda against them? 

Mr. Srrerpert. No, sir; I do not think so. 

Senator ELtenper. You do not? 

Mr. Srrersert. No; it is entirely against Soviet and the enemy 
rather than against our allies, 

Senator ELtenpER. I presume you find that conditions do exist; 
that is, a good relationship is more prevalent there than in, say, Africa. 

Mr. Srrersert. It is entirely different because there they are 
occupying powers along with us. 
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Senator ELLENDER. You agree it does not add up for us to be spend- 
ing money to offset criticism of us by our allies, do you not, as is the 
case in many parts of the world, particularly in Africa? 

Mr. SrrerBert. It is not a matter of criticism so much as differ- 
ence of policy. There are areas where other powers have different 
ideas of their security and as for the best way to keep out communism 
and the way to attain the security of the world. We find those cross 
currents in great degree in the Far East. We may want to promote 
our point of view where our allies have a different point of view for 
different reasons. 

It will not be directed necessarily against our allies, but it is to 
get people to understand why we are trying to act as we are, why we 
are trying to get collective security now in Asia. 


NEED FOR ALLIED POLICY AGREEMENT 


Senator ELLenpER. Do you not think there could be money saved 
if we had policy agreed to in advance by our allies that would not 
necessitate such divergent views where we have a common interest 
to fight communism? 

Mr. Srrerpert. That is correct. If we had common policies and 
could all agree on them and support each other, this would not be 
required. 

Senator ELLeENpER. Do you know if anybody in the Government 
is trying to do that? 

Mr. Srrersert. As I understand it, and it is not within my province 
to interpret the policy here in the Congress, but as I understand it 
that is the keystone of Secretary Dulles and the administration’s 
policy to promote the free coalition for collective security. 

Senator ELLenpeEr. In the light of what is happening in Geneva 
they do not seem to have done such a good job of it. I hope some- 
thing is done soon so that we will have more unanimity and more 
success in working toward one common cause because it does not 
seem to add up that we have to spend millions of dollars here in order 
to correct some of the differences of opinions that are shared by our 
own allies. 

Mr. Srrerpert. You must agree with the President, however, that 
we must keep trying, we must keep up the effort. 

Senator E.LenprEr. Yes; I suppose so. 


RADIO BROADCASTING SERVICE 


Mr. Srrerpert. The next item is Radio Broadcasting Service, 
although there is no request here for restoration, the House having 
approved some $18 million, $18,039,000, as requested, against the 1954 
actual appropriation before adjustment of $17,791,836 and $16,189,590 
after adjustment. 

Senator ELtenprer. Now," that will be sufficient to maintain all 
facilities that are now in operation? 

Mr. Srreisert. Yes; and it does not contemplate any new con- 
struction, sir, in the sense of new stations or new broadcasting facilities. 

There will be some improvement of existing equipment and some 
already planned and in operation, improvement in our communication 
facilities, always excluding, of course, the construction of our Washing- 
ton studios. 
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Senator ELLENpER. Could you tell us about how much of this 
amount is used either actually or percentagewise in order to pay pri- 
vately owned broadcasting stations and systems to broadcast our 
programs? 


JUSTIFICATION FOR RADIO BROADCASTING SERVICE 


Senator Smirx of Maine. The justification for Radio Broadcasting 
Service will be inserted into the record at this point. 
(The justification referred to follows:) 


Rap1o BROADCASTING SERVICE 


The International Broadcasting Service conducts radio-broadcasting activities 
devoted primarily to countries within the Soviet orbit and, secondarily, to selected 
areas of the free world. Approximately 75 percent of the total output is pro- 
gramed to the Soviet Union and European satellite countries, and to China and 
other Asian areas under Communist domination. The remaining 25 percent is 
beamed to Western Europe, the Near and Middle East, and certain areas of the 
Far East. 

Radio is the only medium in the information program which is capable of 
reaching mass audiences in the Soviet and satellite countries. It is virtually 
the only means by which the captive peoples of the Soviet orbit may be informed 
of the truth about world events in general, and the United States in particular. 
Despite strong jamming, there is evidence that listening to the Voice of America 
does occur to a considerable extent in the U. 8. 8. R. and to a much larger extent 
in the satellite area. The evidence includes, for example, reports received since 
January 1, 1953, indicating listening in 25 different localities in the U. 8. 8. R 
Most of these reports describe jamming as strong but variable, so that those who 
persistently try to listen usually succeed in doing so. In the satellite area, jam- 
ming is less strong and radio ownership more widespread than in the U. 8. 8. R 
Numerous escapees report that a large majority of those who have access to radios 
listen fairly regularly to Western broadcasts in spite of jamming. Thus, radio 
provides an established means of overcoming the blackout which the Communist 
governments attempt to impose on their subjugated peoples. 

To the free world, the Voice undertakes to present the American point of 
view on problems of mutual or worldwide concern. The programs are intended 
to bring about a greater understanding and support of American foreign policy 
and elicit a greater degree of cooperation and initiative in resisting Communist 
aggression. The programs are designed to increase our joint strength, to counter- 
act slanderous misinformation about America, and to expose the true nature of 
international communism. 

To accomplish its mission, the International Broadcasting Service (IBS) 
utilizes 30 shortwave transmitters in the United States, and 39 shortwave trans- 
mitters at 10 different points overseas with a combined radio frequeney power out- 
put of over 4.5 million watts. In addition to shortwave facilities, 7 medium- or 
long-wave transmitters are used with a combined radio frequency power output 
of over 3.5 million watts. Included in this total are the three 1-million-watt 
stations operated by IBS. Each of these 3 “megawatt” stations is 20 times as 
powerful as the most powerful station now operating commercially in the United 
States. 

In general, the functions and operations of the Broadcasting Service may be 
divided into the following categories: 

1. ‘“‘Live”’ broadcasts originating in the United States —Programs in 33 languages 
originate in the domestic studios and are carried by telephone lines to transmitting 
stations located at various points in the United States. They are then sent 
overseas by short wave, picked up by overseas relay bases which ‘‘boost’”’ the 
strength of the signal and transmit it to the target area via short, medium, or long 
wave, depending on the local situation and facilities. In addition, as an aid in 
overcoming jamming, many of these “‘live’’ broadcasts are recorded at the over- 
seas bases and rebroadcast throughout the day and night to the target areas 

2. “Live” broadcasts originating in Munich.—Programs in seven [ron Curtain 
languages are prepared in Munich and broadcast over IBS facilities to the Soviet 
orbit target area. 

3. Package programs purchased from non-Government sources.—These are com- 
plete programs, including both radio recordings and television kinescopes, which 
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are shipped to USIS missions abroad for broadcast by foreign stations and net- 
works. 

4. Transcribed programs produced by I BS personnel and equipment.—These are 
radio recordings similar in nature to the “package programs’? purchased from 
outside sources. They are produced in New York, Washington, Cairo and Manila, 
and are broadcast both by IBS and foreign facilities. 

5. Programs produced and broadcast by privately owned International Broad- 
casters —The Broadeasting Service contracts{with private companies for the pro- 
duction and transmission of shortwave broadcasts direct to the target areas. 

The budget of the Broadcasting Service, provides much more than the 32 
hours and 5 minutes of broadcasting per day shown in the Daily Broadcast 
Schedule. The schedule reflects only studio time for “live”? broadcasts. The 
other types of programming described above will represent approximately 89 
additional hours. Thus, the budget herein presented proposes a Broadcasting 
Service capable of carrying the Voice of America to the peoples of the world on 
an average of 121 broadcast hours daily. 

Since the extent to which other major countries, engaged in international 
broadcasting, use repeats or package programs is not known, it is impossible 
to give comparable figures. Some idea of the foreign-broadcasting effort of 
other countries can‘ be gained, however, from the fact that the scheduled daily 
programs of the BBC contain over 80 hours of broadcasting; those of Moscow, 
over 87 hours; and those of the satellites, over 102 hours, as compared with the 
VOA daily schedule of 32 hours. 

It should be noted that the radio program has been sharply reduced in 1954 
from the 1953 level. The daily broadcast schedule has been cut from 43 hours, 
40 minutes to 28 hours, 5 minutes; the number of language services has been 
reduced from 45 to 33; and transmitter operation has been curtailed through 
elimination of these programs and a portion of the repeat broadcasting. 


Summary of requirements by activity 
Ri | vu | 
Increase, or de- 
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1. PROGRAM SERVICES 


This element of the Broadcasting Service is responsible for the preparation and 
production of radio programs in 32 foreign languages and English, which are 
beamed by shortwave from the United States and relayed by IBS overseas 
facilities to the target areas. It also directs a small staff in Washington, D. C., 
which is principally engaged in special event coverage. 

In addition to the programing operation in the United States, it is responsible 
for the development, direction and integration of field radio centers at Munich, 
Cairo, and Manila. Radio programs are produced and broadcast from the 
Munich Center in the Soviet and satellite languages, programs designed to com- 
plement those in the same languages originating in the United States. The 
Cairo Center prepares complete recorded programs in Arabic which are shipped 
to and broadcast from the Courier. Initial steps are under way for the develop- 
ment of a field center at Manila which will utilize the new, powerful transmitting 
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facilities at Jade to broadcast locally produced, recorded programs in the southeast 
Asia languages. 

This Service is also responsible for the preparation of complete, recorded radio 
programs, and the preparation and adaptation of TV kinescopes, which are dis- 
tributed to overseas field posts for placement on local radio and TV stations. 
Moreover, it provides to the field posts scripts and sound effects materials for 
local programing use, as well as audience building, publicity and other promo- 
tional materials. 

The Service arranges for and approves radio programs produced and broadcast 
by private international broadcasters, under contract, for specific areas of the 
world—notably Latin America—which are not reached by VOA’s shortwave 
originations from New York. 

Finally, this element has the responsibility for replying to and tabulating volumi- 
nous audience mail, which is received from listeners all over the world. 

The 1955 estimates propose only two increases in the daily broadcast schedule: 
(a) An additional 2 hours and 30 minutes in worldwide English broadcasts; and 
(b) expansion of programs originating from Munich to provide an additional hour 
and one-half in Soviet orbit programing. 

English is now the second language in almost every major nation. VOA 
broadcasts in English are considered by many of the peonvles in the overseas 
audience to be more authentic, and more reliable, than broadcasts in their own 
languages. The present schedule of 30 minutes daily allows very little selec- 
tivity in providing news and commentary for particular areas of the world. The 
increase requested will permit preparation of daily news and commentary adapted 
at least to hit significant items and major interests on a regional basis. 

The Munich Center is presently broadcasting in 7 languages, 15 minutes daily, 
with the exception of Polish, which is carried 30 minutes daily. In general, 15 
minute programs for the Munich Center are an uneconomical minimum in that 
they do not make full use of the basic staff and services necessary for each language 
program; they do not permit much variety in daily format and program content; 
and they fall far short of making full use of the rich program resources available 
to this on-the-spot operation. The proposed increase to 30 minutes in each 
language, or nearly double the present schedule, can be accomplished with an 
increase in cost of little more than 50 percent. 

The following tables summarize the schedule of original programs broadcast 
from studios in the United States and Munich, and program costs by purpose 
and function. 

























1953 (hours 
and 
minutes) 


A. European Division 





Albanian. . 30 
Armenian ‘ 30 
Azerbaijani . é 30 
Bulgarian ¥ osimabiaits ‘ whiss os 45 
Czech-Slovak : ; | 1.15 
Estonian -... | 30 
Finnish / onal 30 
French bs bishi a 30 
Georgian_.....- . ——— 30 
German (to Austria) 30 
German (to Germany) ; 1,15 
Hungarian . so E be 1.00 
Italian - a Siete 45 
Latvian | 30 
Lithuanian 30 
Polish _ -. 1.00 
Portuguese . wi petite 30 
Rumanian | 45 
Russian 2.30 
Yugoslav j 1.15 
Spanish (Spain) - . 7 45 
Tatar | 30 
Turkestani_ . ; 15 


Ukrainian 
Total 
. Latin-American Division 

Brazilian 45 


Spanish 


Total 





. Near East, South Asia and Africa: 


Arabic ibe 1.00 | 
Greek . nnd 30 | 
Hebrew a J a 30 
Hindi ; ' a | 30 
Persian . 1.00 
Turkish . 45 


Urdu 
Total 


Far East Division 


Daily broadcast schedule by language service 
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Amoy . _ bet 30 
Burmese Sock 30 | 
Cantonese . po 1,30 
Indonesian ‘ Kehit i 30 | 
Japanese ‘ —_ ne 30 
Korean vanes anit ol 1,15 
Malay dia 4 | 30 
Mandarin nineties call 3. 00 
Swatow j a subteiealibes | 30 
Thai — | 30 


Vietnamese 





0 


.00 | 
30 


0 
0 | 


00 | 


30 | 


co) 


on 








1954 (hours! 1955 (hours 
and and 
minutes) minutes) 
30 30 

30 30 
0 0 
45 45 
1.15 1.15 
30 30 
0 0 
15 15 
30 30 
30 | 30 
1.00 1,00 
1.00 1.00 
05 05 
30 30 
30 | 30 
1.00 | 1.00 
0 0 
45 45 
2. 30 2.30 
1,15 | 1.15 
| 30 | 30 
0 | 0 

0 0 











Total 
. Worldwide English 


. Munich Program Center: 











Bulgarian hae ibd aide tOinadi as Stateatinted 15 15 30 
Czecho-Slovak 3 0) 15 | 30 
Estonian 5 bb agbatinetctnabiieiomanaal 15 | 15 | 30 
Hungarian pbetlibin weep nsisnd endian atlantida 15 | 15 | 30 
Lithuanian . = aaah mdiaeiits enaaeiitiaasll 15 | 15 30 
Polish ; RT YR Re dl ERS 2 | 30 | 30 30 
i cc cicendsnctucerebcinbdbpebideosbécusbecn cubecaewedl 15 | 15 30 

Total nahtipie steals saab ieathechal 1.45 | 2.00 | 3.30 

Sutil esate 53s. Sted Asel2elilie. Sak ne, 43, 40 | 28.05| 32.085 
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Program services activity 


. . | Increase or 
1953, actual 1954, estimate 1955, estimate | decrease (—) 


Joneses ——— ———— 


| j | | | 


| Posi- | Posi- Posi- Posi- 
Al f 
tions tions Amount tions Amount tions 


| 
| 


Amount | Amount 


Domestic: | 
1. Program manager 34 | $260,030 | $131, 641 20 | $131, 641 
2. European division.| | 2, 749, 264 | 2,009, 680 | 250 | 2,009, 680 
3. Near East, South | 
Asia, and Africa | | 
division 729, 960 | 532, 246 60 574, 842 
. Far East division 1, 067, 734 | 782, 307 | 109 | 782,307 
. Inter-American di- | | | 
vision... 202, 872 | 
3. Field service divi- 
sion... 5 -| | 863,723 
. Central Services 
division 1, 410, 121 38 | 1,056, 680 1, 207, 680 20 | 151,000 
. Package programs. | 467,989 | . 207, 275 | | 631,555 324, 280 
. Private enterprise | | | 
contracts 100, 000 54, 700 300, 000 245, 300 
Washington program | | | 
center | : 198, 816 f 71, 466 | : 71, 466 
Munich program 
center 48 | 
. Manila packaging | 
center . | 100,000 100, 000 
t. Cairo packaging 
center.._.. | . § 74, 829 5 132, 233 57, 404 

















270, 658 ) 439, 133 691, 665 | 39 252, 532 


Total 1,121 8, 411, 167 M 5, 359, 957 33 5, 533, 069 1, 173, 112 


EXPLANATION OF CHANGES 
A. DOMESTIC * 


8. Near East, South Asia and Africa Division 


The increase of $42,596 will provide for four additional positions and funds for 
the development or purchase of additional program materials, scripts, and tran- 
scriptions to be shipped to Cairo for use in the expanded packaging activity 
7. Central Services Division 

An increase of $151,000 and 20 positions is requested to support the proposed 


increases in English language broadcasts, package radio and television programs, 
and programing produced by private international broadcasters. 
8. Package programs 

The increase of $324,280 is requested for: 

(a) An increase of $55,000 for package radio programs, for a total of $201,295. 
This is intended to provide $25,000 for Hindi and Urdu package programs for 
broadcast over the Ceylon facilities, and $30,000 for package programs for local 
placement throughout the European dependencies in the Caribbean; and 

(6) An additional $269,280 for TV programing, for a total of $330,260. 
This sharp increase is requested as a result of the rapid expansion of television 
abroad, and the willingness of foreign stations to accept and use our programs. 
At the present time, there is an estimated audience of 30 million TV viewers in 
23 countries in key world areas. By 1955 it is expected that these figures may be 
increased to 50 million viewers in 42 countries. The initiation of a TV news 
program in 1954 for distribution to 13 countries brought immediate and highly 
favorable comment from the field, underscoring the tremendous value of this type 
of material. Funds requested for television will permit the distribution of a 
weekly TV news program for use in 16 countries of Europe, Latin America, and 
the Far East, containing items of specific interest to these world areas. Also 
included are funds for 200 kinescopes of President Eisenhower’s speeches for 
distribution to all areas of the world. Special programs furthering United States 
Information Agency objectives will be acquired from the output of the domestic 
TV industry for IBS adaptation. A series of 52 original quarter-hour programs 
will be inaugurated, dealing with facets of the American scene such as industry, 
developments in science in the United States, and other subjects which have not 
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previously been filmed. In total, it is expected that these programs will reach a 
weekly viewing audience of 25 million. 
9. Private international broadcasts 

An increase of $245,300 is requested for this purpose, for a total of $300,000. 
This will be used for the development of programs, under contract, by private 
firms engaged in international broadcasting. Programing will be limited to 
those areas of the world not reached by VOA’s originations from New York, 
primarily to priority areas in the American Republics. Contracts with private 
broadcasters will be let only after studies of current programs have been made, 
to assure that program effectiveness and signal reliability warrant their con- 
tinuation. 

C. MUNICH PROGRAM CENTER 


An increase of $252,532 and 39 positions (20 Americans and 19 locals) is 
requested to permit increasing the present broadcast schedule of 2 hours daily 
in Soviet and satellite languages to a total of 3 hours and 30 minutes daily. 
This center is now in its second full year of operation. The advantages derived, 
in terms of freshness and impact of program content, are extremely valuable. 
The proposed increase will produce more programing per dollar on an annual 
basis than is possible with the present schedule. 


D. CALRO PACKAGING CENTER 


An increase of $57,404 and 7 positions (2 Americans and 5 locals) is requested. 
This center is engaged in the preparation of programs recorded in Arabic for 
relay over the ‘‘courier’” facilities, using basic materials collected in the Middle 
East or supplied from the United States. The increase is proposed in order to 
take full advantage of good signal propagation and listening hours in the area, to 
provide more adequate time zone coverage in an area stretching from West 
Africa to Saudi Arabia, and to supplement the single hour of Arabic broadcasts 
originating in the United States. 


E. MANILA PACKAGING CENTER 


The estimates provide $100,000 for the establishment of a small center at 
Manila, with a staff of 6 Americans and 8 locals. Using materials furnished by 
mission staff at key southeast Asia posts, this center will assemble programs for 
broadcast over the medium wave facilitities at Project Jade. These programs 
will supplement shortwave broadcasts from the United States and permit 
exploitation of local events for greater impact and effectiveness, 


Summary by purpose 


os ‘ . ‘ Increase or 
953 actus 954 es ate 955 es g 
1953 actual | 1954 estimate 1955 estimate decrease (—) 


Posi- 
tions 


Posi- | | Posi- 
tions Amount | tions 


Posi- 


. é y 
tions Amount 


Amount 





| 
| 
Personal services: 
Washington - - - | 34 
New York 1,039 | 
Overseas— Americans 27 | 34 | 
Overseas—locals - - - 21 
Total. | 1,121 |$6, 384, 422 j \$4, 162, 549 |$4, 567, 888 
2. Travel | 129, 608 | 143, 271 207, 326 64, 055 
3. All other expenses -___ | 1,897, 137 | 1,054, 137 |.......-| 1,757, 855 703, 718 
ao | 








Grand total........| 1,121 | 8, 411, 167 


5, 359, 957 6, 533, 069 84 | 1, 173, 112 
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Faciniries OPERATIONS ACTIVITY 


This office operates and maintains, directly or through contract arrangements 
a worldwide system of government-owned or leased radio and communications 
facilities. It allocates these facilities in accordance with program requirements 
and ever changing propagation conditions, so as to deliver the best signal possible 
into each target area. It arranges for use of radio facilities owned or operated 
by private individuals and by foreign governments. 

With the exception of those programs prepared by regional programing and 
packaging centers or by USIS mission staffs, all programs are originated in New 
York. Most of these programs are then carried by telephone lines to transmitting 
stations located at various points in the United States, sent overseas by short- 
wave, picked up by overseas relay bases which “boost”’ the strength of the signal 
and transmit it to the target area via short, medium, or long wave, depending on 
the local situation and facilities. Other programs are recorded in New York and 
mailed to the relay bases and USIS missions for direct. broadcast to target areas 

The effectiveness of the VOA has been increased by the addition of relay bases 
at strategic points around the world. Programs transmitted from the United 
States are received at these bases and retransmitted, thus providing stronger 
signals in the target areas. A typical relay base has separate receiving and trans- 
mitting stations, which, for technical reasons are located several miles apart 
The receiving station comprises a field of highly-directional antennas beamed on 
the United States, high quality communications-type receivers, recording-play- 
back equipment, and a switching console. The program is sent from the receiving 
station to the transmitting station over telephone lines and/or radio link trans- 
mitters. As many as five separate programs may be received at the same time, 
either for immediate transmission or for recordings, to be transmitted at a later 
hour. The transmitting station includes a field of antennas (up to 100 acres) 
beamed toward specific target areas, several shortwave and/or medium wave 
transmitters, and a large switching bay to connect the transmitters to the correct 
antenna for delivery of programs to the targets. 

Where adequate sources of power are not locally available, diesel-electric power- 
plants are operated by relay base personnel. 


Facilities operations by location 


1953, actual 1954, estimate 1955, estimate Increase 


osi- »osi- Posi- Posi- 
Post Amount | Post Amount . Amount = 


Amount 
tions tions tions tions oun 


. Domestic 248 |$5, 358, 23 184 |$4, 144, 713 188 | $4, 340, 021 $195, 308 
. Honolulu 15 232, 451 | 10 153, 909 10 | 154, 291 382 
3. Munich and cast 191 | 1,317, 44é 122 | 1,181, 565 136 | 1,391,878 210, 313 
. Manila 105 907, 85% 74 389, 200 74 464, 947 75 
. Jade (Philippines) . 86 383, 0° 99 614, 195 110 682, 787 
3. John (Okinawa) - . } 86 , 14 106 684, 575 106 764, 358 
. Salonika , 91 526, 226 63 372, 040 63 396, 486 
8. Tangier 955, 270 | 121 850, 501 121 859, 706 
. Colombo 56, | 4 102, 927 4 104, 405 
Courier } : 557, 289 6 633, O51 6 633, 572 


Reianteos’ , 764, 929 | 789 | 9, 126, 676 818 | 9, 792, 451 
| 
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Summary by purpose 


‘ Increase or de- 
1953 actual 1954 estimate 1955 estimate crease (—-) 


Posi- 
tions 


Posi- 
tions 


Posi- Posi- 


Amount | tions tions 


| Amount Amount 





. Personal services: 
Domestic_. baited 248 | 
Honolulu... 15 
Overseas: | 

Americans.__.-- 230 | sat ‘ J 
a eT 480 | hitb =a" iad 


| 
=. 


184 


Total. ..-- | 973 |$3, 050, 311 | $2, 939, 159 | 
>. Boro | .| 463, 787 i 292, 405 | : 
3. All other expenses. _. | 7,250,831 |........| 5,805,112 6, 205, 269 H o6i 310, 157 





Grand total. - .. | 973 |10, 764, 929 | 9, 126, 676 | 818 | 9, 792, 451 29 665, 775 
t 








EXPLANATION OF MAJOR ITEMS 


(1) Personal services (83,085,805).—This estimate covers the technical staff required to operate studio and 
master control facilities in New York and at the Munich, Cairo, and Manila Centers; to schedule and coor- 
dinate the operations of leased transmitter plants in the United States; and to operate and maintain trans- 
mitting and receiving facilities located overseas in 10 major installations. An increase of 29 positions at a 
total of $146,646 is requested to provide technical support for the proposed increases in English broadcasts 
and the Munich schedule, and for the Manila Packaging Center. 

(2) Travel ($501,877).—The estimate covers home leave, transfer, and new assignment travel costs for 
Americans overseas, and local travel for recording technicians on special events coverage. An increase of 
$208,972 is provided for travel of American employees completing their tours of duty and becoming eligible 
for home leave in fiscal year 1955. 

(3) All other erpenses ($6,205,269).—Included in this estimate are the contractual and other costs of operat- 
ing domestic transmitter plants in the United States; an advance to the United States Coast Guard for 
operation of the floating transmitter Courier; fuel and lubricatirg oil for the diesel generating plants at 
overseas bases; a great variety of tubes, parts, and supplies necessary for maintenance of the worldwide 
radio system; and the purchase of radio supplies and equipment for use by the USIS missions in local radio 

rograming. The requested increase will provide for costs of leased land lines to be installed between 

ashington and New York; for full-year operating costs of new facilities at Cast and Colombo; and for 
technical support for the proposed increases at the Munich Program Center and the Manila Packaging 
Center. 


FACILITIES PLANS AND DEVELOPMENT ACTIVITY 


This is a technical staff which is largely responsible for determining the com- 
munications facilities, locations, equipment, frequencies, propagation standards, 
and other technical requirements for effective delivery of VOA broadcasts to 
program-target areas. It develops and implements broad plans for the installa- 
tion, maintenance, and modification of a worldwide radio network capable of 
meeting present and long-range program requirements. 

The staff recommends technical telecommunications policy relative to radio 
and electronics; coordinates technical policies and plans with other policy and 
planning areas of United States Information Agency, the Department of State, 
and other Government agencies; and maintains liaison, through established 
channels, with appropriate Government agencies for collection and development of 
intelligence relative to communications and electronics pertinent to VOA oper- 
ations. It conducts a comprehensive system of technical monitoring at overseas 
points in order to assess results of VOA transmissions, and to aid in improving 
propagation techniques. 

In addition, this office establishes specifications for the design and construction 
of special equipment needed to meet the particular requirements of VOA. It 
conducts a comprehensive program of research and development, including 
experimental and testing activities for overcoming technical difficulties, and for 
assuring maximum effectiveness of equipment used and techniques employed. 

Finally, this staff develops engineering standards for the operation and mainte- 
nance of United States Information radio facilities, and issues manuals and in- 
structions prescribing engineering practices to be employed. It conducts special 
engineering inspections to determine compliance with standards, and recommends 
corrective measures 
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Summary by purpose 


1953 actual 1954 estimate 1955 estimate 


Positions | Amount | Positions| Amount | Positions | Amount 


Personal services 
Domestic 
Overseas 

Americans 
Locals 


Total ( $474, 448 ‘ $236, 990 $236, 990 
2. Travel 41, 677 16, 636 16, 636 
3. All other expenses . ‘ 64, 504 54, 300 54, 300 


Grand total... 7 580, 629 307, 926 307, 926 


EXPLANATION OF MAJOR ITEMS 


The fiscal year 1955 estimate projects the fiscal year 1954 budget without 
change. The reduction made in 1954 as compared to 1953 was due to comple- 
tion of major construction projects. 


Program direction activity 


This activity provides for the program direction of the entire broadcasting 
operation It includes the Office of Assistant Director for Radio and Soviet 
Operations together with a small staff of assistants; the policy advisory staff and 
the public information staff. 


Summary by purpose 
1953 actual 1954 estimate 1955 estimate 


| 
Positions | Amount | Positions | Amount | Positions | Amount 
‘ | . . 
1. Personal services 18 | $121, 293 $120, 203 16 
2. Travel 11, 826 16, 000 
3. Taxes and assessments 330 280 


Grand total o« 18 133, 449 136, 573 


OFFICE OF THE CONTROLLER ACTIVIVY 


This element, headed by the controller, is responsible for the managerial fune- 
tions of the broadcasting service, including most of those services formerly identi 
fied as the New York administrative office. The consolidated activity provides 
for the following services: Budget preparation and financial management, manage- 
ment methods and procedures; personnel management; procurement and ware- 
housing; records management and communications control; and other general 
housekeeping services. 

Summary by purpose 


| 
1953 actual 1954 estimate 1955 estimate 


j 


| Positions | Amount | Positions | Amount | Positions | Amount 


1. Personal services | a , 246, 958 188} $848, 576 188} $848, 576 
2. Travel.. | 26, 209 9, 128 /, 128 
3. All other expenses 508, 132 411, 277 411, 277 


Grand total x , 781, 299 188} 1, 268, 981] 188] 1, 268, 981 
| | 
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ProGRAM LiQuIDATION Costs 


Program liquidation costs (payment of terminal leave and related costs) are 
estimated at $691,723 for the radio broadcasting service in fiscal year 1954. These 
costs, as a special item, are nonrecurring in 1955. 


Move or Rapio Activitigs TO WASHINGTON 


A \total of $900,000 has been programed out of the 1954 appropriation to cover 
the cost of moving the radio broadcasting staff from New York to Washington, 
in accordance with provisions of the 1954 ITA Appropriation Act (Public Law 207, 
83d Cong.). The Agency plans to reserve these costs out of 1954 operating funds, 
in accordance with congressional intent, even though it is now apparent that for 
reasons beyond the control of the Agency, the actual move cannot be completed 
until well after the end of the current fiscal year. Consequently, the United 
States Information Agency must request congressional authorization to extend 
the time by which the move must be completed, and to permit use of these 1954 
funds in fiscal year 1955, when they would actually be required for the purposes 
for which reserved. 

The 1955 estimates make no provision for any carryover portion of the cost of 
moving personne! and facilities from New York. For budget purposes this entire 
estimate is considered as a 1954 reservation of funds. This problem will be 
discussed with the committee during hearings. Composition of the preliminary 
estimate is as follows: 

Personal services: Terminal leave for employees electing not to transfer. $106, 500 
Travel: Transportation for employees and their dependents.__..._..... 200, 000 
Transportation of things: 

Transportation of office furniture and equipment _- __ _- Pa 156, 000 

Shipment of household goods of transferred employees --- 100, 000 
Other contractual services: 

Restoration of space vacated in New York—175,000 square feet 

at $1.50 per square foot_ - . < <neaw 202, 500 
Alteration of office space in Washington . J 75, 000 


Total estimate cvanck wettlo - . 900, 000 

This estimate does not include the cost of constructing and equipping studios 

in Washington. The Agency believes that such costs are properly chargeable to 

the no-year construction funds. This matter has already been referred to the 
committee. 


COST OF FACILITIES 


Mr. Srreisert. We lease facilities under annual contracts to pri- 
vate companies for their operation in the United States. The annual 
cost for the operation of those private facilities is about $1,500,000. 

Senator ELLENDER. Now, how are those facilities selected? 

Mr. Srrerpert. They are Government-owned to a large degree, 
and they are operated by the General Electric and RCA and Columbia 
and NBC. 

Senator ELtenprer. What I had in mind, Mr. Streibert, is money 
that is paid directly to privately owned broadcasting companies. 

Mr. Srrerpert. Well, we have a provision in this for some $300,000 
for the production of programs and for broadcasting as against $54,000 
allocated in the current fiscal year. 


LEASING OF BROADCASTING FACILITIES 


Senator ELLENDER. Now, do you lease any broadcasting facilities? 

Mr. Strrerpert. Yes; we lease some shortwave facilities. 

Senator ELtenper. Are those facilities located throughout the 
world, or principally in this country? 

Mr. Srreipert. Principally in the United States. We do lease 
some from the BBC in England. 
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Senator ExueNpDER. How about South America? Do you lease 
facilities, privately owned facilities, in South America? 

Mr. Srrerpert. This provision I speak of this year is for that 
purpose. 

Senator ELLENDER. How many facilities do we actually own in 
Central America, do you know? 

Mr. StrerBert. We don’t own any. 

Senator ELLeNpDER. So that the broadcasts in South America are 
carried on principally by and through the facilities owned privately 
by citizens——— 

Mr. Strreipert. They are owned privately in the United States, by 
shortwave transmitted down there. 

Senator ELLENDER. In South America do you have rebroadcasts 
of those over privately owned facilities? 

Mr. Strerpert. Yes; in Caribbean countries, and our principal 
radio effort is directed toward the local production of programs in 
South America where they can be placed on the local broadcasting 
systems which have the most listeners. 

Senator ELLENDER. When I was in Leopoldville in the Belgian 
Congo, I was informed you had facilities across the Congo River in 
Brazzaville that beam to South America. 

To what extent do you use that facility in order to broadcast in 
South America? 

Mr. Srrerpert. That facility is not operated by us. We provide 
programing material to them and we most recently have made 
available our wireless file, which is transmitted by radio, and they 
pick it up and translate it themselves and we are glad to have them 
do that. 

Senator E.uenper. Are you proposing more funds in order to 
expand that service in that area, around Brazzaville. 

Mr. Srrerpert. Yes. 

Senator ELLENDER. Because I was very much impressed with that, 
Mr. Streibert, and I believe it is money well spent to utilize that 
facility as much as possible. It has quite a range? 

Mr. Srreipert. Yes. 

Senator Ettenper. And that, I believe, is money admirably spent. 


ACTIVITIES CONTINUING IN NEW YORK AFTER DECEMBER 1954 


Mr. Srreisert. I wanted to refer to the letter of request specifi- 
cally with regard to the move to Washington because I] want to make 
sure there is no misunderstanding about it. 

Where the House in its language said no appropriation would be 
available for the operation of the international broadcasting service 
in New York City after December 31, 1954, although we are not re- 
questing any change in this language, we do want to point out that 
there are 2 activities incidental to our broadcasting service which 
will continue in New York after the basic operations are moved. 

One I spoke of this morning, a couple of studios and a staff of some- 
thing like 19 people for special events and news types of broadcast, 
and then probably a temporary use of an existing master-control 
board in New York, pending the completion of the construction and 
installation of the master control in Washington. ‘The wiring of the 
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master control is a time-consuming, hard, long job, and then there will 
be a few technicians in New York on that control until it is moved. 

Also we have some warehouse and shipping activities there which 
service our entire agency and which will remain in New York under 
the supervision of Washington. 

Senator ELLenprerR. Mr. Streibert, how much of these funds that 
we are talking about now, if any, are used to purchase radios to give 
away or place in certain homes in various parts of the world? 

Mr. Srrersert. None this current fiscal year. Would you wish to 
talk to that, Mr. Lethen? 

Mr. Lethen is the acting assistant director for broadcasting. 


PURCHASE AND DISTRIBUTION OF RADIO SETS 


Mr. Leruen. There has been considerable thought given to the 
possibility of purchasing radio sets for various parts of the world 
where the economic conditions are such that the populace in general 
does not own them. We do not have any hard and fast plan in that 
direction. 

We have done some research into the various kinds of sets that 
might be manufactured cheaply for the purpose. We ran into a 
number of difficulties, as you might expect. 

In the first place, the sets have to be very hardy affairs so that they 
will withstand the beating they will get in inexperienced hands. 
In the second place, you have the question of power for them. 

In many of those areas there is no power, so batteries would have 
to be supplied. In other parts of the world you have to deal with 
problems of bacteria in the moist, humid countries of the East. 

Senator ELLENDER. Your answer to my question is no? 

Mr. Leruen. It is no, but it is being studied. Let us say that. 

Senator ELLENDER. But it is not contemplated, as I understand, 
to utilize any of these funds to purchase receiving sets to distribute 
among peoples in the various parts of the world. 

Mr. Srrerpert. That is correct. 

I would like to say that is under constant study and there is a new 
technical development, a new tube called the transistor tube which 
uses very little power and is very small, and in a few years it may be 
that. we can get sets made with this new tube where batteries would 
last on the order of a year or more and which could be supplied very 
cheaply. 

I have been asked for them, incidentally, in South Korea and some 
other areas. 

Senator ELLENDER. The reason I am asking the question is this: 
That I have found quite a few of these radios were distributed in the 
past among people who were fairly able to purchase them themselves. 
I am in hopes that if you ever come before this committee for money 
for that purpose that it will be limited to those, if they have to have it, 
who cannot afford to buy these sets. 

Mr. Srrersert. That would be the case in South Korea. If we 
could really have a practical set to do it, I would advocate trying to do 
something in that area, but we don’t have a set that is workable. 

Senator ELLeNpER. Because I believe, Mr. Streibert, as I state in 
my report that I believe entirely too much effort is placed on educating 
a few people rather than the mass of the people. 
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Something ought to be done to change that trend. 

Mr. StrRerBERT. I agree with you. I was about to say that in all 
our radio operations we are not trying to provide entertainment, 
and we are not dealing with the people who are just casual listeners. 

We are trying to build up regular audiences to news programs and 
news commentaries so that we are reaching people who are in the news. 


PROVISIONS OF HOUSE BILL 


Senator Smiru of Maine. You say there will be some facilities left 
in New York after this move. What effect does the following language 
in the House bill have: 

No appropriation in this act shall be available for operation of the national 
broadcasting service in New York City after December 31, 1954. 

Where are you going to get your money? 

Mr. SrrerBpert. It is our understanding that that language is not 
intended to preclude the kind of activities I have just announced. 

Senator Samira of Maine. Are you sure that you have made it plain? 

Mr. Srrerpert. I hope that the Senate in acting will make that 
plain. 

Senator Smitx of Maine. It would seem to me that the language 
would bar the use of funds for any activity in New York. 

Mr. Srrerpert. That is why I am raising this point, that we seek 
this relief if necessary from the Senate,and I am also advising you 
that we had informal advice that this language was not so intended, 
not intended to preclude the incidental activities 1 have described. 

Senator Smrra of Maine. It seems to me, Mr. Streibert, it is pretty 
necessary for you to make it clear here and ask that that language be 
changed, or a correct interpretation be made on it. 

Mr. Srrerpert. I so request. 


EFFECT OF HOUSE REPORT ON BROADCASTING SERVICE FUNDS 


Senator Smiru of Maine. Do you have any flexibility in the spend- 
ing of that $18,039,000? 

Mr. Strrerpert. No, that is required to be spent for broadcasting, 
and under the language of the House committee’s report the money 
cannot be used for other media. 

I believe that within the general classification of broadcasting there 
would be flexibility. The House committee report marked this 
amount of money for these radio activities alone, however. 

Senator Smit of Maine. So you cannot use it for anything else? 

Mr. Srrerpert. Under the language in the report we cannot use it 
in case we find that other media would be more valuable in some areas; 
we would still not be able to transfer that money 


JUSTIFICATION OF INCRBASE OVER 1954 OPERATING LEVEL 


Senator Samira of Maine. Now, Mr. Streibert, will you tell the com- 
mittee what you are going to do with the million dollars requested over 
the current level of operations for this service between $16,189,590 and 
$18,039,000? 

Senator ELLENpER. That is a difference of a little under 2 million 
dollars. 
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Mr. Srrerpert. $1,173,112 is the figure we are talking about. 
That is under program services, primarily. 

Senator Etuenper. I have the wrong column. 

Mr. SrrerBert. This is for the difference between the existing net 
level and the 1955 estimate. 

Senator Smiru of Maine. Do you have the explanation for that? 


PACKAGE PROGRAMS 


Mr. Srrerpert. Yes; here are the principal items. $324,000 of 
that is for what we call package programs. These are programs which 
are made in advance by us, both in New York and the field, for pro- 
duction of programs which are placed on local facilities for long-range 
use in the various areas. They are made in New York; they are 
shipped by air or by mail or express to the countries involved. 

That is the largest item. 

Now, there are two items of about $250,000. One is this item we 
discussed previously of private enterprise contracts. 

I have just discussed that. 


MUNICH PROGRAM CENTER 


Another large item is for our Munich program center. We find 
that here our programing from behind the Iron Curtain from that 
area is especially effective. It is effective primarily because we are 
able to respond quickly to their propaganda and to use defectors and 
refugees very quickly. 

It is an operation that we think pays off much better than the same 
kind of programs broadcast from New York. 

Senator Smiru of Maine. Is that new construction? 

Mr. Srreivert. No; that is an enlargement of an existing program 
center that is in operation there now. It would mean extending the 
broadcast time of the number of languages and probably increasing 
the languages. 

MANILA PROGRAM CENTER 


Likewise, $100,000 is for a program center in Manila where we 
would get programs from Hong Kong and other southeast Asia areas, 
put them together in a program center in Manila for broadcast on our 
short wave, primarily from the megawatt station we have there; and 
the center could also serve the megawatt station in Okinawa. 


NUMBERYOF LANGUAGES IN BROADCASTS 


Senator Smirx of Maine. In how many languages do we broadcast? 

Mr. Srreipert, From there? 

Senator Smirx of Maine. I was thinking from Munich. 

Mr. Srrerpert. Seven. 

Senator Smrrx of Maine. That would be in all of the programs? 

Mr. Srrerpert. From Munich in all the programs. 

From Okinawa and Manila, about nine. e use overall about 
33 languages; 

Senator Smirxu of Maine. How does this compare with a year ago? 

Mr. Srrerpert. It is about 10 languages less. 


ae a aye 


~_— 


Th 








STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1487 


AREA DISTRIBUTION OF BROADCASTS 


Senator Smiru of Maine. Am I correct in understanding that three- 
quarters of the programs are directed to Iron Curtain countries and 
ommunist China, and that one-fourth is earmarked for broadcast 


( 
( 
to what we call the free world countries? 

Mr, Srrerspert. Yes; some of those are by this method of package 
programing rather than direct short wave. 

On the other hand, let me say that we have reduced our direct 
short wave broadcasting to the free world to a minimum except 
where there is a clear justification. 


JUSTIFICATION OF ITALIAN BROADCAST PROGRAM 


For example, 1 inquired in Rome Tuesday morning about a 5- 
minute broadcast for which we keep a staff here which is daily sent 
to Rome. It is put on the Italian broadcasting system at 4:30 in 
the afternoon. 

That did not seem to me to be a very good time or it did not seem 
to me worthwhile to have 5 minutes. 

However, I learned that that is combined with a similar 5 minutes 
furnished by England and furnished by France, that it is essentially 
a roundup of editorial opinion on questions of interest to Italy, and 
that because of its character it has achieved a good listening audience, 
and that people to whom it is directed are able to listen at 4:30 in the 
afternoon. 

To continue and complete, there is just one other principal item of 
the central services division of $151,000 which is the New York 
service for preparing various kinds of package programs which are 
shipped abroad. That also covers a deficiency that I am afraid we 
now suffer from and that is having cut back much too far in our English 
program. We only do a half hour a day to the world. 

We had previously been doing about 4 to 6 hours a day. 

We want to step that up at least by an hour and a half or 2 hours. 
We want to adapt it more to the various times that will be useful in 
various areas. 

It seems to me that if we should be doing anything we should be 
informing the English-speaking people of the world what is happening 
here at times when we can really get them as an audience. 


COMMENTS ON DAILY BROADCAST COSTS 


Senator Smita of Maine. Do you mean to say for 7% hours we spend 
over $4 million, 7% hours a day, daily broadcast time, 7 hours 35 
minutes, total amount $4,272,887? 

Mr. SrrerBert. Seven and a half hours of what? 

Senator Smrru of Maine. Of daily broadcast time. 

Mr. Srreipert. To the free world? 

Senator Smita of Maine. Is 15 minutes to France $157,485? 

Mr. Srrerpert. Yes. 

Senator Smiru of Maine. Spain, 30 minutes, for $280,542? 

Mr. Srrerpert. Yes. That is required for 7% hours because of 
the number of languages involved. You have to have a staff for 
each of these languages. 
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EVALUATION OF BROADCAST PROGRAMS 


Senator Smiru of Maine. When did you last evaluate the effective- 
ness of this? 

Mr. SrrerBpert. We are trying to evaluate it constantly. You just 
mentioned Spain. We are now in the process of trying to evaluate 
our Spanish broadcast. There is a difference of opinion between the 
broadcasting people here and the people in the post. 

If I had not been called back so quickly I had planned to stop in 
Madrid. I have on my desk now a complete difference of opinion on 
the question of the hours of broadcast to South Korea because I 
questioned the small number of sets there, whether we should continue 
at the cost involved. 

The broadcasting division says “‘Yes.”’ I have just received some- 
thing from the post which you will be interested to know is negative 
on it, that it could well be reduced. 

So we are trying constantly to evaluate it country by country. 

Let me speak again on the $324,000 item for package programs, 
because I neglected to mention that that includes television pro- 
graming. 

TELEVISION BROADCASTING 


Senator Smirxa of Maine. How many countries are you supplying 
television material to? 

Mr. Srrererr. Sixteen, and it is continuing to go up as new 
countries come on the air. The next one will be a station in Bogota, 
Colombia. 

Senator Smirx of Maine. Will you supply the countries to whom 
we are supplying the TV material for the record? 

Mr. Streipert. Yes. 

(The information referred to follows:) 


Countries currently receiving television program materials 


Country: City 
a aera pee hee. ie ee, ca ee Sa Brussels 
er enter ee ee ee ae a aoe geal a Rio de Janeiro 
Sao Paulo 
Bitmee@ie s ie els ael Jats oes ci lol Havana 
/, Saoeninionn Rens 06 3s, « «dwn ws <a py snateeehat Ciudad Trujillo 
Bi UPR lid aca kl ics ines in uk adhe adie ia yb eet eaaies Ae Paris 
6. Chap! eo So ILS Ee bes bes ae Hamburg 
7. Great Britain._......__ Dic aseuasiietaiaticnsd. imitates tania ne 
> eet bid ate Lehi d Unde dathle hd 5 Ade riche alate Rome 
Milan 
2. ee ALS sian te dem int toe Tokyo 
aa RE ee eee Mexico City 
1: OO eee A a Cah At ees ee The Hague 
Be RE... «dsc nscslencatcusddldnatomse mae Manila 
1S, Gee... .- -iuiss ks acini Slash a. iuse eaters Madrid 
Ba TRE a hess 5 ~tazicdn cocel unitate setae Zurich 
Ou.- MEL. <n onan bb cnceostnanaiccat erie ole Taipei 
NG, AWS... isi. Suliowine «cb bike Soe ean obs hee oe Caracas 


ESTIMATE FOR TV PROGRAMS 


Senator Smrrx of Maine. Do I understand you are going to spend 
about one-third of a million dollars for the TV programing? 
Mr. Srreisert. About $300,000. 
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Senator Smirru of Maine. How long have you been in the TV 
business? 

Mr. Srrerertr. We really started that this year with topical ma- 
terial of a news character sent out to start. Then we were able to 
get a series on American industries which is a film service produced 
by the National Association of Manufacturers. 

Then, through the cooperation of an advertiser, we were able to 
get the good music program of the Firestone Hour, which we sent 
out with the commercials deleted, at no cost for the program material. 

Senator Smita of Maine. That is for television? 

Mr. Srrerpert. All this is television, and we have plaas for getting 
more material from private industry which we can get without cost 
really except for the prints and the shipping cost. 

Now, this is in addition to the use of our film libraries in each of 
these centers locally where all our films are made available to the 
television stations quite widely. 

Senator ELuenper. I wonder if we can find out what countries 
they are using TV in at the moment. 

Mr. Srrerpert. That will be filed for the record. 

Senator ELLeENpDER. It can’t be too many. 


DISTRIBUTION OF WEEKLY NEWS REVIEW 


Mr. Strerpert. It is 16 1 think. As an example, our weekly news 
review, for example, goes to London, BBC, The Hague, Brussels, 
where we supply one Flemmish print and one French print. Switzer- 
land, Zurich—and a new station, it is discovered, is just starting on 
the air in Geneva; Hamburg is the center for several stations in 
Germany; Milan and Rome in Italy. Madrid, Habana, Mexico 
City, Ciudad Trujillo, Sao Paulo, Rio de Janerio, Paris, Manila, 
Tokyo, Caracas, Venezuela, and Taipei, Formosa. We have a 
series now under preparation for the post review and their comment 
called Magic and the Atom, which further carries our peaceful use 
of atomic energy message. 

We have other programs which we are obtaining, as I say, without 
cost to us except for the prints. 


SILVER SCREEN PROGRAM 


Senator Smiru of Maine. Mr. Streibert, is the Silver Screen program 
continuing to go on in Arabic? 

Mr. Strerpert. Yes. We investigated as to whether that was a 
useful program and we have back what appeared to be very good 
reports from the field on it. 

I think there was a mail request, there was some mail received on it. 
I questioned whether that could be geared in with the actual presenta- 
tion of motion pictures. This is a program that has to do with 
Hollywood gossip and motion-picture news. There was some com- 
ment that if it could be attuned to the showing of pictures in Arabic 
countries at the time it might be more valuable. 

But it was reported that there was a good interest in Hollywood 
news and news about our film artists and forthcoming films. 

Senator Smiru of Maine. In how many other tongues or languages 
is that subject being broadcast by Voice of America? 

45431—54—pt. 2-28 
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Mr. Srrerpert. That program, Silver Screen, I think is just in 
Arabic. The reason for that is that in order to obtain listeners we 
have to give a block of programs. Most listeners are in coffee houses. 
The ones we want to reach go there in the early evening. The 
coffee-house proprietor tends not to change his set from a half hour 
to a quarter hour, but lets it ride for hours at a time. 

Therefore, if we get tuned in we want to stay tuned in, because if 
we have a short program we will get tuned out and they will lose the 
habit of tuning to our station. 

In order to provide a 2-hour block of programs it is necessary to 
inject the entertainment of Silver Screen and other kinds in addition 
to basic news and policy. 

Senator Smirx of Maine. How many other programs are there of 
this kind? 

Mr. Srrersert. Our program director, Mr. Vebber, is here. 

Mr. Vesper. Madam Chairman, that is the only program of its 
kind at the present time. And after making a survey of the field in 
the Near East and the Middle East, we decided to continue it because 
the responses showed it was very widely heard and very much appre- 
ciated by the listeners there. 


COST OF SILVER SCREEN PROGRAM 


Senator Smiru of Maine. What is the cost of it? Do you have that 
in mind? 

Mr. Vesser. I am sorry, we don’t have it; but we can get that for 
the record. 

(The information referred to follows:) 


SILVER SCREEN 


Full-time employee (GS-10, $5,500) spends approximately 1 working day per 
week on this which involves screening, gathering necessary material, ete. Pur- 
chase order announcer is used. 

Costs involved: 
20 percent of man’s salary - s Spends teceese eames ae SE. a0 
Purchase order announcer ($10.50 per week) ______.___._-.-------- 546 





IE ii tn as ok cabal maaan aca sc saceeoeieaate a eee 


PROGRAM CHECKING 


Senator Smirx of Maine. I was interested, Mr. Streibert, in your 
habit of checking by mail. Will you explain how you do that? 

Mr. Srrersertr. They had a giveaway or a request of some kind 
that if listeners would write in there would be some purpose for the 
writing in. I have forgotten the figures. 

Senator Smiru of Maine. That is from the native people? 

Mr. Srrersert,. Yes, in Arabic, from the Arabic listeners. 


NUMBER OF TV SETS IN FOREIGN COUNTRIES 


Senator Smirx of Maine. How many TV sets are there in the 16 
countries? 

Mr. Srrersert. The estimate is something like 3 million. We 
think that the number of listeners or lookers per set is much higher in 
these countries, in these new countries, and it is going up constantly. 
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We think there may be an audience of as many as an average of 10 
per set on a particular program. In Italy, for example, it is growing 
very fast. The head of the broadcasting system I talked to there this 
week said it had gone up to 40,000 sets in Italy alone. They are 
expensive. It is going up at quite an accelerated pace. 

Senator Smirxu of Maine. A few minutes ago we were talking about 
the time and the cost of the radio going to the free world. Would you 
give us all of the countries and the time of broadcast for each country 
and the cost for each country for the record? 

Mr. SrrerBert. Yes. 

(The information referred to follows:) 


1954 estimated cost of New York organizations to the free world 








Other pro- Daily 
| Direct | gram serv-| General | broadcast | 
Language | desk ices and IBS over- | Facilities ¢ | time | Total 

| cost! program head? | | (hours and | 

overhead 2 | minutes) 

| | | 

(1) | @ | @) odinn@! dhifoOH obi.m@ 
—_— a seamen pret — - _ —_—_—_—_—_ a ee — 
France....----- | $49, 934 $9, 052 $16, 890 | $81, 609 | 15 | $157, 485 
Austria °.__- 29, 665 9, 052 16, 890 | 81, 609 | 15 | 137, 216 
Germany § 41, 282 | 9; 052 16,890 | 81, 609 | 15 148, 833 
Italy...- | 31, 193 | 3, 018 5, 630 | 27, 203 | 05 | 67, 044 
Spain | 65, 440 | 18, 103 33, 781 | 163, 218 | 30 | 280, 542 
Arabic countries - - | 112, 635 | 55, 353 67, 561 | 326, 436 | 1. 00 561, 985 
Greece _- . | 82, 384 | 27, 676 33, 781 | 163, 218 30 307, 059 
Iran .... 90, 061 55, 353 67, 326, 436 1.00 | 539, 411 
Turkey- | 82, 384 27, 676 | 163, 218 30 | 307, 059 
Burma | 53, 010 | 20, 035 | 163, 218 30 270, 044 
Indonesia 53, 109 20. 035 163, 218 30 270, 143 
Japan “ 70, 583 20, 035 | 163, 218 30 287, 617 
Korea § 21, 926 | 10, 018 | 81, 609 | 15 130, 443 
Thailand 45, 437 | 20, 035 | 163, 218 30 262, 471 
Vietnam 68, 156 20, 035 | , 163, 218 | 30 285, 190 
Worldwide English. 50, 300 13, 046 33, 781 163, 218 30 260, 345 
Total ‘ | 947, 499 337, 574 | 512,341 | 2,475,473 7. 35 4, 272, 887 


1 Col. 2: Salaries of regular employees and purchase order talent who work directly on program production 

2 Col. 3: News services, special features and documentary scripts, and program services overhead, includ- 
ing offices program manager and area division chiefs. 

3 Col. 4: General overhead, including offices of assistant director and controller, administrative, house- 
keeping, and engineering services. 

Col. 5: Facilities operations, including New York plant, domestic transmitters, and overseas relay 
bases. 

5 Since these 3 countries are only partially free, and the same programs are heard on both sides of the 
curtain, the total] broadcast time has been arbitrarily divided for purposes of this report. 


Total broad- 
cast time 
(hours and 
minutes) 


Curtain 
(hours and 
minutes) 


Free world 
(minutes) 


Germany 15 45 1.00 
Austria 15 | 5 30 
Korea 15 | 1.00 1.15 


REPORT OF SENATOR CHAVEZ 


Senator ELLENDER. In that connection, I have before me here the 
report made by Senator Chavez, showing that the worldwide English 
broadcast for 30 minutes totals $260,345. Is that right? 

Mr. Srreipert. Yes, including $163,218 for facilities. 

Senator ELLenper. For the same program in Viet Nam it amounts 
to more than the worldwide English. Why should it cost so much 
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more to give a program covering Vietnam only than one covering 
the world? 

Mr. Srreisert. The principal elements in that cost are the facilities 
and the way they have allocated the facilities. In this table they 
have allocated as much cost for Vietnam as for worldwide English. 

Senator ELLENpER. Why should that be? Could not the program 
for Vietnam emanate, let us say, from Manila instead of from New 
York and could not the cost be curtailed in so doing? 

Mr. Srreipert. Well, that raises a fundamental question of edi- 
torial policy. While we add local originations where we can, we feel 
that one of the functions of the Voice of America is for broadcasts to 
come from the United States, to be stated that they come from the 
United States, with the latest news and commentary from here, so that 
it is authoritatively our news just as you think of the BBC as being 
authoritatively British and English news. So part of the value is that 
this is from the continental United States. 

Senator ELutenper. I notice that the cost of the facilities for the 
worldwide English broadcast is the same as Vietnam. 

Mr. SrrerBert. Yes. 

Senator ELLENDER. Now are we to understand that a broadcast 
direct to Vietnam can be heard by the same people who would hear 
a worldwide English program? 

Mr. Srrersert. No, I think this is just a method of arbitrarily 
allocating facility costs. We don’t have facilities for one language. 
This is a cost for a common method. I don’t understand the basis 
of it. 

Senator EttenperR. When you speak of facilities, do you mean 
broadcasting stations? 

Mr. Srreipert. Yes, sir. We use a variety of stations on all 
broadcasts. They are used for a number of purposes and for a variety 
of languages. 

NUMBER OF TRANSMITTING STATIONS 


It is a very complicated system of the use of these many, many 
stations. We have about 33 or 34 transmitters in the United States 
and about the same number abroad and they are used in different 
kinds of combinations at different times for different languages. 

Senator ELLenper. Take Spain, which is just a few pala across 
the Atlantic from New York in contrast to many, many miles to 
Vietnam, and yet the program in Spain costs just about the same 
as that in Vietnam now. 

Mr. Srrerpert. | think what has happened is that they have taken 
the total facility cost and where it is a half hour they have taken the 
same facility cost for each half hour. 

And I notice, for example, in Arabic it is $326,436. Well, that is 
twice the amount of time, so they have taken twice the total of the 
facility cost. 

Senator ELLeNpER. You say the figures are more or less arbitrary? 

Mr. Srreipert. It has to be because there is no one transmitter 
that is used for a particular language. This has to be an arbitrary 
breakdown. There is a little higher cost for translations in connection 
with Viet Nam than for the English language as shown under the 
direct desk cost. 
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JUSTIFICATION OF SHIP TRANSMITTING STATION 


Senator ELLenper. Mr. Streibert, I want to ask a question about 
the ship transmitter that we have heard about that has been in 
operation. What is the cost of it? 

Mr. Srrerpert. The operating cost is $633,000 a year. Now the 
physic al maintaining of the ship is by contract with the Coast Guard 
and the balance is for engineers, our own engineers there. 

Senator Samrru of Maine. Is it true that you are getting another one 
ready? 

Mr. Srrerpert. No; I made no such recommendation. This one 
is extremely useful where it is. We have considered carefully whether 
to recommend additions, but our experience with this indicates to 
me at least that we run into a problem; that is, although it is mobile, 
although it is capable of being moved. If it is useful in one place and 
you build up a listening audience for the programing in that one 
place, if you moved it to another spot, you tend not to want to give 
up the audience that you already have. So, in effect, it becomes 
immobile. 

On the other hand, we have not been able to put transmitters to 
serve the area now being served because we did not have any real 
estate. 

Senator Smirx of Maine. Is this duplication of any existing pro- 
gram? 

Mr. Srreipert. No; it fills quite a hole. It is some duplication to 
the extent we can make it duplicate back of the Iron Curtain where 
we are seeking duplication. But it is serving the Arabic countries 
in a way in which they could not be served otherwise. 

Senator Smira of Maine. Have you made an evaluation of the serv- 
ice of it? 

Mr. Srrerpert. No evaluation, but we are carrying all our Arabic 
broadcasting from it and the Arabic world is a very critical area where 
it is important to get in on this long-wave that is received on all sets 
they customarily listen to. That would be the only way to do that. 
So it is highly valuable without question. 

Senator Smira of Maine. Are there any more questions on radio 
service? 

Senator ELLENpDER. No. 


Mepia SERVICES 


Senator Smita of Maine. You might go into the media services. 

Mr. SrrerBert. The total restoration is $7,820,000. The gross 
expenditure in the current fiscal year is $11,130,000. The net ex- 
penditure is $10,379,000. 

This $7,820, 000 is well over half of the total $13 million restoration 
we are talking about and by far it is the most important part of this 
whole discussion. 

I would like to call your attention to the fact that it is mostly for 
media operations and support and materials in the field itself which 
along with the field missions of three million six means that our re- 
storation provides some $11 out of the $13 million for actual field 
operations. 
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Press SERVICE 


Senator Smirx of Maine. The justification for the Press Service 
will be inserted into the record at this point. 
(The justification referred to follows:) 


Press SERVICE 


GENERAL STATEMENT 


The Press Service supports the overseas program by furnishing products and 
services consisting of press materials, pamphlets, magazines, and photo services. 
The budget request for press services includes press peewee performed by the 
Service in Washington, the overseas service centers, and supply requirements 
necessary to support the production of press materials by the U S18 missions. The 
relationship of press service activities—in Washington headquarters and in 
regional service centers—to the USIS missions which they service is as follows: 

1. USIS missions.—The USIS missions prepare or adapt press materials, dis- 
seminate end products and evaluate impact; outline basic requirements for press 
materials from Press Service sources, giving types and quantities of supporting 
materials and equipment needed for use either directly or as implementation of 
local production; advise suitability of products received so as to improve overall 
content and usefulness; advise on need for technical assistance in the development, 
use, or exploitation of press materials. 

2. Regional service centers.—Produce special area materials for offering to field 
offices in “pilot model” form; provide technical and production assistance to 
field offices; maintain production facilities (either through own printing equipment 
or through commercial sources) for use of field offices; provide field offices with 
area, photographic, and article material for press and magazine placement; 
publish area magazines for local adaptation. 

3. Press Service Washington headquarters.—Develop plans for general press 
production and materials providing information about the United States and 
current issues of importance to the program; analyze techniques and make 
proposals to improve use of press materials in United States Information Agency 
program; develop editorial and “‘pilot model”’ materials for adaptation, translation, 
final editing, and production overseas; maintain worldwide communication facili- 
ties for the transmission of timely news, feature and policy materials; print and 
distribute to field offices press features and other placement materials; provide 
field offices with paper and supply support for the production of pamphlets and 
magazines when it is in the Government’s interest to secure such supplies at a 
central point; produce and send photographic materials to the field; provide 
technical and production assistance to field offices. 


Summary of requirements by activity 

















| 
| ; . Increase or de- 
1953 actual 1954 estimate 1955 estimate crease (—) 
~ ah a 
Posi- Posi- Posi- Posi- 
tions Amount | tions Amount tions Amount | tions Amount 

















321 | $2, 766, 900 4 | $203,444 


1. Domestic development 
services 430 | $3, 417, 558 317 | $2, 473, 456 
. Field production t and utili- 




















sation......... 208 3, 608, 707 174 1, 470, 860 176 2, 802, 900 2 | 1,332,040 
Subtotal..._- 638 7, 026, 265 491 3, 944, 316 497 5, 569, 800 6 | 1,625, 484 

3. Program liquidation costs epteescccaduacia Vane BSE Btbene diac bcuadere —103 | —275, 972 
Grand total_-......- é 638 | ' 7,026, 265 594 1 4, 220, 288 497 5, 569, 800 | —97 | 1,349,512 


! Excludes reimbursements from other accounts as follows: 1953, $119,554; 1954, $123,000. 
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DOMESTIC DEVELOPMENT SERVICES ACTIVITY 


Summary of requirements 


Increase or 





1953 actual 1954 estimate 1955 estimate 
decrease ( 
Product or service — 
Posi- Posi- Posi- Posi- 
tions Amount tions Amount tions Amount tions Amount 
(A) Personal services__. 430 $2, 464, 955 317 |$1, 915, 458 321 |$1, 944, 000 4 
(B) Travel. 71, 681 23, 700 70, 700 
(C) Wireless file and other com- 
munications 274, 960 326, 400 
(D) Plastic plates 71, 900 116, 400 
(E) Features 14, 925 65, 000 
(F) Pilot model pamphlets... 15, 000 40, 000 25 
(G) Photo servicing 71, 600 80, 000 8, 400 
(H) Problems of communism 17, 500 51, 600 34, 100 
(1) Cartoons. ... 4, 500 9, 000 4, 500 
(J) Editortal servicing of local 
publications : 34, 016 34, 308 34, 300 ~ 
(K) Filmstrips_. : 14, 250 , 
(L) All other.......-. . 99, 425 29, 605 29, 500 105 
Total... 430 | 3, 417,558 317 | 2, 473, 456 321 | 2, 766, 900 4 203, 444 
Explanation of major items 
(A) Personal services ($1,944,000).—The estimate provides for 321 domestic 


positions, required for the editorial preparation of press materials for use by the 
field; for the procurement of press supplies and equipment to support overseas 
production; and for overall program planning, direction, and central services. 
An increase of 4 positions and $28,542 is requested to meet the increased workload 
for pilot model material and the estimated press production level for 1955 

(B) Travel ($70,700).—The estimate provides for written and pictorial coverage 
of foreign visitors, international conferences and events, and consultation with 
commercial printers. Approximately 95 percent of the travel is wholly related 
to obtaining feature and illustrated press material required by the field. In 
addition, the estimate provides for 2 overseas trips in connection with the installa 
tion of radio-teletype equipment for 28 posts in the Far East and Middle East 

The increase of $47,000 wiil provide for greater press coverage of foreign visitors 
($46,000) plus two overseas trips ($5,700), offset by nonrecurring 1954 overseas 
trips to Manila and Germany ($4,700). 

(C) Wireless file and other communications ($326,400) The estimate provides 
for transmission of 8,000 words daily through the wireless file, and special trans- 
mission of full texts of major speeches and announcements such as President 
Eisenhower’s speech of April 16, 1953, and his Korean armistice statement. The 
four daily regional files, together with special transmissions, are the means by 
which the press service transmits its daily flow of fast news, texts, and official 
statements. Commercial wireless companies and Army Signal Corps facilities 
are used. The material thus transmitted is edited and translated by USIS staff, 
and made available to local newspaper editors, writers, and Government officials. 

The increase of $51,440 provides for increasing the wireless file from 6,000 to 
8,000 words daily; for restoration of the Sunday file; and for greater use of full 
texts of major policy speeches and announcements. 

(D) Plastic plates ($116,400).—These lightweight but heavy-duty plates provide 
an economical way of bringing United States pictures, charts, and other illus- 
trative material to newspaper readers in all parts of the world. Plastic plates 
cost but a small fraction of comparable zinc engravings. They can be produced 
in large quantities economically and can be used by even the smallest provincial 
newspapers with no extra equipment. 

The estimate provides for approximately 550,000 plastics of feature photos, 
charts, and other illustrative material plus 60,000 plastics of cartoon strips. 

The increase of $44,500 provides for approximately a 40-percent increase in 
plastics containing United States pictures, charts, and other illustrative material, 
plus the doubling of cartoon plastics based on the proposal to produce cartoon 
strips twice a week as opposed to a weekly basis in 1954 
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(E) Features ($65,000) —These range from single articles sent by pouch or 
airmail daily to complete packages shipped monthly. Background and Action 
kits on aspects of Amerizan life or United States foreign policy; packets on Labor, 
Women and Youth; and dozens of reprints of articles from American magazines 
each month are included. Photos usually accompany these products. Some 
articles are produced outside IPS oa a contract basis. The posts use these ma- 
terials for background, for press placement, for production of pamphlets, and for 
person-to-person contact with foreign editors. 

The estimate provides for byline and illustrated articles by name writers. It 
supplements the regularly produced feature material developed by IPS through 
its press coverage media and by its editorial staff. The contractual purchase of 
articles is required to fill special requests by the field for articles by name writers 
or on particular subjects. The contract method is utilized to cover foreign visi- 
tors, international conferences and events at those locales where it would be un- 
economical for IPS to cover with its own staff. The estimate provides for approx- 
mately 1,200 articles. 

The increase of $50,075 provides primarily for increased free-lance contract 
coverage of foreign visitors. 

(F) Pilot model pamphlets ($40,000).—These publications are produced by IPS 
in small quantities and sent to all posts. The posts are free to adapt them in any 
way before translating and producing, either at the post or at the regional service 
center (where posts have drawing accounts). The post also arranges its own dis- 
tribution, often working with interested local groups. 

The estimate provides for articles, illustrations and reproduction of: (1) A 
monthly tactical pilot model dealing with United States worldwide policies and 
objectives; (2) 6 pilot models targeted to special and current political issues of 
worldwide importance; and (3) 9 pilot models targeted to specific areas (4 for 
Latin America, 1 for Italy, 2 for Middle East and 2 for Far East) built around 
program objectives and themes of each area. 

The cost per pilot model averages approximately $1,500. 

The increase of $25,000 provides for the special area targeted pilot models plus 
8 pilot models dealing with worldwide policies and objectives. 

(G) Photo servicing ($80,000).—Pictures are obtained by IPS through com- 
mercial picture sources, free sources, or press service photographers. These are 
used to illustrate pamphlets, features, packets and kits, and are also sent to posts 
for use for displays, placement in indigenous or USIS publications and newspaper 
inserts. 

The estimate provides for the purchase of: (1) 5,200 selected photo subjects 
through free-lance photographers and photographic agencies; and (2) photo- 
graphic supplies for the IPS Photo Laboratory, chemicals, paper, and other 
related photo supplies, including replacement parts for photo equipment, to 
produce 45,000 photoprints and 5,000 photo negatives monthly, at an average 
monthly cost of $2,300. 

The increase of $8,400 provides for additional selected photo subjects in the 
preparation of pilot model pamphlet material to be sent to the field. In addi- 
tion, it provides for an increase of approximately 10,000 photoprints monthly 
of selected photo subjects to be utilized by the field in their local production 
and placement programs. 

(H) Problems of communism ($51,600).—A high-level, thoroughly documented 
study of Communist developments aimed at intellectuals, editors, Government 
leaders, ete. This magazine attacks communism in a way that is particularly 
effective with neutralists. It is issued on a bimonthly basis and is printed in 
five languages: English, Spanish, French, Arabic, and Chinese. 

The estimate provides for: (1) special articles by experts on Soviet affairs—12 
articles for each issue (includes all languages) at $200 per article ($14,400); 
(2) printing of an average of 4,000 copies of each Ianguage edition at approximately 
$600 per language edition ($18,000); and (3) translation of the English version 
into other language editions at $800 per language issue for Spanish, French, 
Arabic, and Chinese editions ($19,200). 

The increase of $34,10 provides for 3 additional language versions bimonthly 
plus 2 additional issues in Spanish. It also provides for additional articles for 
each issue by French, Arabic, and Chinese writers. 

(1) Cartoons ($9,000).—IPS ships two weekly cartoons to the field. The field 
receives these in glossy and plastic-plate form and usually places them in leading 
newspapers. In some cases they are used in USIS publications. 

The estimate provides for the printing of approximately 800 glossy prints of 
both cartoons twice weekly. 
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The increase of $4,500 provides for the production of these strips on a twice 
weekly basis in 1955 as compared to a weekly basis in 1954 

(J) Editorial servicing of local publications ($34,300) IPS services directly 22 
field-produced publications (40 language editions) by providing illustrations, 
articles, and picture stories. 

The estimate provides for the procurement of special-request articles, illustra- 
tions and picture stories by name writers or photographers. The estimate covers 
approximately 170 special requests at an average of $200 per request. This 
estimate supplements the regular IPS flow of material produced by the IPS 
editorial staff and sent to the field. 

(L) All other ($29,500).—This category consists of central services costs related 
to the domestic reproduction of feature material, distribution of domestie products, 
obtaining reprint material through newspaper subscriptions, postage, and con- 
tractual messenger service. In addition, it provides for social-security payments 
for those employees not subject to the Civil Service Retirement Act. 


FIELD PRODUCTION AND UTILIZATION ACTIVITY 


Summary of requirements 


Increase or 








1953 actual 1954 estimate 1955 estimate : 
decrease 
Product or service 
Posi- Posi Posi- Posi- 
tions Amount tions Amount tions Amount tions Amount 
(A) Personai services 208 $428, 475 174 $329, 863 176 $358, 993 2 $29, 130 
(B) Travel and bome leave costs ‘ 71, 770 46, 200 41, 500 4, 700 
(C) Field production 
(a) Far East 929, 547 404, 341 640, 962 236, 621 
(b) Near East 789, 893 370, 459 717, 446 346, 987 
(c) Europe 647, 541 190, 061 322, 338 132, 277 
(d) Latin America 482, 386 05, 681 226 300, 54 
(D) Equipment and maintenance 258, 591 33, 855 325, 035 291, 180 
(E) All other 504 | 400 400 
Total 208 | 3, 608, 707 174 | 1, 470,860 176 | 2,802, 900 2 | 1,332,040 


Explanation of major items 

(A) Personal services ($358,993)-—The estimate provides for 16 American 
positions and 160 Iccal positions at regional service centers: Manila, 10 Americans 
and 138 locals; Beirut, 6 Americans and 22 locals. The Manila and Beirut regional 
service centers produce press materials for use by missions in their area. 

The increase of $29,130 provides for two additional Americans in Beirut to 
handle the editorial responsibilities of the magazine Knowledge and the newspaper 
U. 8S. News Review, plus additional production workload for Near East posts 
required in fiscal year 1955 by the proposed expansion of the program in the area. 
In addition, it provide s for a full year cost of 13 local positions at Beirut financed 
on a part year ene in fiscal year 1954. 

(B) Travel ( 500).—The estimate provides regional travel for photo coverage 
and liaison with client’ posts to coordinate and assist with the development and 
production of press material, $10,000; and 5 home leave and 2 appointment trips 
for American personnel, $31,500. 

The decrease of $4,700 anticipates that in fiscal year 1955 there will be 7 home 
leave and transfer trips compared with 8 expected in fiscal year 1954 

(C) Field production.—This item covers all press service support of production 
of pamphlet, magazine, and neswpaper output in regional service centers and the 
USIS missions. 

1. Far East ($640,962).—The estimate provides for production of approximately 
21 million copies of pamphlet material specifically tailored to reach target audi- 
ences in countries in this area. It provides for printing of 5 magazines with a 
circulation of 685,000 copies monthly in 14 language editions. In addition, it 
provides for 100,000 copies of USA—Its Geography and Growth for placement in 
schools and libraries. 

The increase of $236,621 represents an increase in pamphlet production pri- 
marily for Indochina, Thailand, Korea, and Japan; and 100,000 copies of USA 
Its Geography and Growth in English. 

2. Near East ($717,4: 46).—The estimate provides for production of approxi- 
mately 18,300,000 copies of pamphlet material targeted for priority audiences in 
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countries in this area. It provides for 8 locally produced magazines and news- 
papers with an estimated monthly circulation of 1,430,000 copies. In addition, 
it provides for 200,000 copies of USA —Its Geography and Growth in English for 
placement in schools and libraries 

The increase of $346,987 reflects the greater emphasis in pamphlet material 
for India, Egypt, and Iran; increased circulation of American Reporter with the 
restoration of the Telegu language edition; and restoration to the 1953 level of 
circulation for the Arabic newspaper Al Sadaka. In addition the increase pro- 
vides for production of 200,000 copies of USA —Its Geography and Growth in 
English. 

3. Europe ($322,338).—The estimate provides for production of approximately 
8,800,000 copies of pamphlet material plus supply support to produce monthly 
periodical, Noticias de Actualidad, in Spain. It provides for the printing of 
100,000 copies of USA—Its Geography and Growth. 

There is an increase of $132,277 for pamphlet production for Spain and Italy 
plus 100,000 copies of the USA—lIts Geography and Growth. 

1. Latin America ($396,226).—The estimate provides for approximately 
7,400,000 copies of pamphlets to reach priority target groups in countries in this 
area. It also provides for supply support for two Spanish magazines in Argentina 
and Chile and a wall newspaper in Bolivia. 

The inerease of $300,545 is specifically earmarked for nine countries: Argentina, 
Bolivia, Brazil, Chile, Cuba, Guatemala, Mexico, Panama, and Venezuela. 
Approximately 65 percent of the increase is devoted to the production of 100,000 
copies in Spanish of USA—lIts Geography and Growth, a specially tailored anti- 
Communist pamphlet, and pamphlet material in support of the program for 
European dependencies in the Western Hemisphere. 

(D) Equipment and maintenance ($325,035)—This estimate provides for re- 
placement and modernization of printing, distribution and communications 
equipment overseas. 

The increase of $291,180 represents the replacement and modernization of 
communications equipment by converting from Morse to radio teletype at 27 
Far East and Near East posts— $238,500: purchase of letterpress equipment for 
Afghanistan—$13,200; and $39,480 for replacement of obsolete multiliths, dis- 
tributicn and camera equipment at other posts. 

(Ek) All other —This estimate provides for social security taxes for those em- 
ployees not covered under the Civil Service Retirement Act. 


PROGRAM LIQUIDATION COSTS 


Program liquidation costs (payment of terminal leave and related costs) are 
estimated at $275,972 for the press service in fiscal year 1954. These costs, as a 
special item, are nonrecurring in 1955. 

Mr. Srreipert. Let us discuss the $1,675,484 restoration for the 
press service. One million of that would be to provide for additional 
publications in the field of various kinds, pamphlets, for papers used 
for information, printed material, for other information materials 
to be spent in geographic areas as follows: 


DISTRIBUTION OF PRESS SERVICE ESTIMATE 


The largest amount of $347,000 is spent in the Near East; the next 
largest in the American Republics, $301,000; $237,000 in the Far 
East; and $132,000 in Europe, making a total of approximately a 
million dollars. 

As I say, those will be direct expenditures for what we call press 
publications in these fields, various kinds of leaflets, pamphlets, pos- 
ters, and material that we use for these purposes. 

Senator ELLENDER. A moment ago you stated that you would 
increase the number of facilities in India where these pamphlets and 
newspapers and so forth could be used. Is that a part of the expense 
to be made in order to broaden the program in India? 

Mr. Srreipert. Yes, sir, that is why the Near East is the largest 
item, $347,000. 
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PROGRAM EXPANSION IN SOUTH AMERICA 


Senator ELLENpDER. By the same token, you say you are going to 
expand in South America. Is that to establish new facilities or to 
augment the ones you now have in the field? 

Mr. STREIBERT. This is entirely for publications, for pamphlets, 
for papers, not reguiar newspapers, for printed material of all kinds 
and varieties. That is what this item cov ers, both in India and the 
Near East and in the American Republics. 

I can give you a couple of examples. 

Mr. Clark, do you have any in mind, particularly for American 
Republics? 

Mr. Crark. Senator, insofar as the American Republics are con- 
cerned, we are not, in this fund, requesting any increased facility as 
far as the press is concerned. We are requesting increased materials, 
pamphlets, books, increased service on our wireless file, increased 
service to the daily press, particularly in Brazil. 

Senator ELLenpeErR. In my investigation in South America, I found 
that many press services could well afford to obtain facilities from 
commercial routes. In other words, they got so accustomed to ob- 
taining it from us that they wanted us to continue. 

Mr. Crark. I just returned from South America yesterday and I 
looked into that particular point you mentioned. We are not in the 
news business as such. We make great efforts not to compete with 
commercial news agencies. Ours is not a job of spot news. How- 
ever, ours is a job of bringing to the outlets in these countries mate- 
rials about our policies, about what we want. 

For instance, no commercial news agency could possibly have pro- 
vided the leading newspaper in Rio with a series of articles on peace- 
time use of atomic energy. 

Senator ELLENDrER. You are doing that now, and I do not see why 
you should expand it. 

Mr. CLark. We are doing so little of it, sir. We are not doing 
enough. 

Senator ELLENDER. You are going to further aggravate the situa- 
tion, then, by making them more dependent on you in many areas. 

Mr. Ciark. We hope that the local press will look to the United 
States for information and not look to the United States Government 
for commercial news 

Mr. Srrerpert. They cannot publish a competitive newspaper on 
our news service. 

Senator ELtenper. Is it a fact, though, that much of the data 
that you send is also used and distributed by the local news agencies? 

Mr. Srrerpert. No, sir. 

Senator ELLeNpeR. Are you sure of that? 

Mr. Srretpert. We make it available to the local news agencies. 

Senator ELLENpDER. The local agencies use your material and your 
stuff? 

Mr. Srreipert. We want them to get it. 

Senator ELLenpeErR. I do not see why we should get it for them 
when they would do it themselves. In many instances that is the case. 

Mr. Srrerpert. Well, if we can get them to expand the use of our 
kind of news in our behalf we would be doing a great job. 
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PUBLISHING OF CARTOONS 


Senator Smirxa of Maine. What do you do about cartoons? 

Mr. SrrerBert. I am glad you asked that because we have a very 
interesting story on cartoons. 

Mr. Logan, who heads up that press and publication service, can 
speak to it. 

Mr. Locan. I am not sure whether we should show the cartoons 
here or not. ‘They are not classified, but we are trying to keep do- 
mestic publicity down on them to make them more effective. 

Senator Smiru of Maine. I think is would be well for the committee 
to have a chance to look at those in executive session, if you please. 

I am quite anxious myself to know what is going out in the way 
of cartoons. I would like to know how you use them. 

Mr. Locan. I can describe the two most important cartoon series 
that we produce. 

One of them, I think, you would call a panel cartoon. It is made up 
of three panels, one of which is information, or, if you wish, a propa- 
ganda panel and where we get over one point. 

The other two surrounding panels are for attracting the readers’ 
attention and drawing him into the subject. I realize that this is 
not an executive session——— 

Senator ELtenperR. Why should this be executive? 

Mr. Srrersert. If the readers of the papers taking such cartoons 
knew that they were produced for our purposes the papers might 
drop them. 

Mr. Logan. The paper knows; the readers don’t generally; that is 
the story. 

Senator Smirx of Maine. I notice you have $4,500 in 1954 and 
$9,000 this year. Is that because there is greater call for them? 

Mr. Logan. I can give statistics on their use. We now have one 
cartoon strip, which is a direct anti-Communist strip, done in panto- 
mime which requires no translation. Our use of it is well over 100 
million readers a week. That is a very popular cartoon. I expect it 
has possibly the most readers of any cartoon strip in the world. 

The other, the information cartoon and the panel cartoon, has some- 
thing around 60 ‘nillion readers. It appears in some 700 newspapers. 

Now those are checkable figures in terms of the newspapers in which 
it appears and the readers or the circulation at least of the newspapers. 
The two cartoons together appear in some 1,200 newspapers around 
the world. 

Senator Smirx of Maine. Do you furnish those by mat, is it a mat 
service? 

Mr. Locan. We furnish a plastic plate, so called, which is a very 
inexpensive, very light, but very effective mat, in a sense. 

It does not require any work on the part of the paper; it can simply 
be put in and run as type would be. 

Senator Smrrx of Maine. So there will not be any misunderstanding 
about it, we do have something in the record about cartoons. I did 
not realize we had quite as complete a record which will go in the 
hearings which will be made public when this is finished. 

Senator ELLeNnpER. This is furnished to the newspapers, the num- 
ber you just mentioned, free of charge? 

Mr. Logan. Yes, sir. 
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Senator ELLENDER. It does not cost anything; you don’t pay 
anything to the newspapers for their use? 
Mr. Locan. We pay nothing, and they pay nothing. 


PRESSES IN SERVICE 


Senator ELLenpER. I was at Manila and Beirut where you pro- 
duced presses for various posts. Do you have any other presses in 
operation? 

Mr. Loaan. We as IPS do not have other presses. Certain mis- 
sions do have small presses where they produce locally. 

As IPS, International Press Service, we have only the 2 regional 
reproduction centers, 1 in Manila and 1 in Beirut, where we produce 
material; and we have employees only at those 2 points 

Senator Smira of Maine. You do direct missions, so they would 
automatically come under you? 

Mr. Loaan. No, we don’t direct them. 

Mr. Srrerpert. Would it be FOA missions? 

Mr. Locan. Our own USIS missions might have presses or the 
embassies might have presses. I mean the press service, as such, 
Mr. Streibert. 

Mr. SrreisBert. She wants to know about our whole USIS. 

Senator Smiru of Maine. I want to be sure that the record had in 
it the number of presses that we were operating through your agency. 
I understood you to say Manila and Beirut; I understood you to say 
that the missions have their own presses. 

Now I would like to know, for the record, not now necessarily, how 
many of those we have that we are paying for? 

Mr. SrrerBert. They would be offset presses and small presses. 
We can get that for the record. 

(The information referred to follows:) 
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Inventory of presses—reproduction centers and USIS missions 


Location 


REPRODUCTION CENTERS 


Manila, Philippir 


Beirut, Lebanon 


USIS MISSIONS 


Latin America 
Bogota, Colombia 
Buenos Aires, Argentina 
Guatemala City, Guatemala 
Habana, Cuba 
Mexico D. F., Mexico 
Port-au-Prince, Haiti 
Quito, Ecuador 
Santiago, Chile 
SHo Paulo, Brazil 

Far East: 
Manila, Philippines 


Pusan, Korea 
Near East, South Asia, Africa: 
Cairo, Egypt 


Accra, Gold Coast 
Athens, Greece 
Baghdad, Iraq 
Bombay, India 
Cairo, Egypt 


Casablanca, Morocco 
Leopoldville, Belgian Congo 
Teheran, Iran 
Tunis, Tunisia... 

Europe 
Bern, Switzerland 


Lisbon, Portugal 


London, England... 
Madrid, Spain. 


Paris, France 


Rome, Italy 
Vienna, Austria 


Description 


Offset presses 
Harris: 
17 by 22 (1 color). 
22 by 34 (1 color)... 
22 by 34 (2 color)_. 
Weberdorfer, 17 by 22 (1 color) 
Office machines (offset process): 
Davidson 221 
Multilith 2066 
Multilith 1250 
Offset presses 
Harris 
17 by 2 
22 by 3 
Proof press: V 


2 (1 color 
4 (1 color 
andercook . . 


Office machines (offset process) 
Multilith 1250 
do 
do 
do 
do 
do 
Multilith 75 
Multilith 1250 
do 
Office machines (offset process) : 
Multilith 1250 
Multilith 2066 
Davidson 221 


| Offset presses: 
Harris: 17 by 22 (1 color) package press.. 


Office machines (offset process): 

Multilith 75_. 
Multilith 1250... 

do__.. 
Davidson 221.._-. 
Multilith 1250.. 
Multilith 2066_. 
Davidson 221...- 
Davidson 816... 
Davidson 259... 
Davidson 44 
Davidson 221___- 
Multilith 1250_. 

do 

do_... 

Office machines (offset process): 

Multilith 75. 
Multilith 1950_- 
Multilith 75_. 
Multilith 1250 
Multilith 
Davidson 221...- 
Multilith 75 
Multilith 1250_. 
Multilith 2066... _. 
Davidson 221 -... 
Multilith 2066.._. 
Multilith 1950_........_. 


| Number 


once 


_ i 


_ 
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Cost 


$36, 


| 106, 
38, 500 


6, 


000 
282 


000 


4, 500 
, 200 
, 200 


24, 300 
24, 400 
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Senator ELLenprErR. It had in Manila, as I recall; I saw a few copies 


of it in the Far East. 


It is some kind of pamphlet, is it not? 


Mr. Srrersert. It prints those pamphlets and posters and prints 


books. 


There is quite a plant in Manila. 


SOURCE OF PRESS MATERIAL 


Senator ELttenprr. The material that they print comes from you, 
you feed it to them? 
Mr. Srrersert. No, they are a factory to serve that Far East area, 
and if, as in Vietnam, they want to get out a piece of printed material 
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like this, which is a piece from there, they would send over the copy 
and this illustration and say make up 100,000 of these little fliers. 
They do it on order of USIS in Vietnam, and use its allocation of 
funds. 

Senator ELLENDER. From the United States? 

Mr. Srrerperr. Yes, from the United States. 

Senator ELLENDER. It is a service, then, performed by you for that 
area instead of being done here? 

Mr. Strerpert. Yes. It is done quickly; not as quickly as we 
want. We are depending on surface transportation at the present 
time; it is too long. 

Senator ELLeNpeER. Are those two presses owned by us? 

Mr. SrreiBert. Yes; I think the MSA people gave us one of the 
presses, too, in return for a special rate on printed material for them. 

Senator ELLtenper. All of the printing, the labor of printing and 
material and operation of presses, comes out of funds that you are 
now asking for? 

Mr. Srrerpert. Yes; they are all in here. 

Senator ELLeNDER. Out of this amount you are asking for press 
services? 

Mr. Srrereert. Yes, sir. I have been there and seen that plant. 

Senator ELLENDER. I saw quite a few pieces of the printing done 
there. 

MAGAZINE PUBLICATIONS 


Senator Smiru of Maine. Mr. Streibert, under field production I 
note there are $640,962 spent in the Far East for printing of five maga- 
zines and some other things. Tell me about the magazines. 

Mr. SrrerBert. | am familiar with them, but I would prefer to 
have Mr. Bradford speak to that because he knows it well. 

Mr. Braprorp. The principal magazine printed in the regional 
production center in Manila is called the Free World. That is printed 
in about 10 far eastern languages on order from the public-affairs 
officers running our USIS missions in the various posts in the Far 
fast. Most of those magazines go to southeast Asia. 

In most cases they are the magazines in the country of largest 
circulation. They carry very heavy pro-Democratic and anti-Com- 
munist messages. 

Then there are individual magazines published for individual coun- 
tries. One of these is the American Miscellany which is published by 
us in Indonesia. It has a circulation of 35,000. 

The next largest magazine in Indonesia has a circulation of 12,000. 
That will give you some idea of the magnitude of this enterprise in 
relation to the publishing business in some of those countries, 


MAGAZINE DISTRIBUTION 


Senator Smirx of Maine. How are the magazines distributed? 

Mr. Braprorp. They are distributed to a selected list of sub- 
scribers, in most cases the people who are the leaders in those countries 
and makers of opinion. 

Some of our magazines are sold commercially and they are quite 
successful commercial enterprises. Some of our magazines are de- 
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signed for overseas Chinese in an effort to deny influence of Com- 
munist China in those areas. 

IT should say that a third of the circulation of the magazines in 
question is commercial and two-thirds are sent free to selected lists. 

Senator Smirx of Maine. How long have we been printing these 
magazines? 

Mr. Braprorp. As long as 3 or 4 years in most cases, I believe. 

Senator Smirxa of Maine. We are not in a competitive business, 
publishing the magazines for sale? 

Mr. Braprorp. Not at all; as a matter of fact, we also provide all 
of the material for commercial magazines that those commercial 
magazines ask us for in those areas. 


JUSTIFICATION FOR ADDITIONAL FUNDS FOR PUBLICATIONS 


Senator Smiru of Maine. Are you asking for any increase for these 
publications, Mr. Streibert? 

Mr. Srrerpert. Yes, the general publications, they would share in 
the general publication increase for the Far East of $236,621. There 
is an increase for the Far East of $236,621 which is to be used primarily 
for pamphlet production in Indochina, Thailand, Korea, and Japan. 
No, there is not an increase for the regular publications. 

Senator Smrin of Maine. What do they sell for? 

Mr. Srrersert. World Today sells for 3 cents a copy; Free World, 
a monthly, 15 cents a copy. 

The other Indochina monthly, without subscription cost, by mail, 
20,000 monthly, and American Miscellany in Indonesia is free with a 
circulation of about 35,000 monthly. 

Senator Smira of Maine. How do the receipts compare with the 
expenditures? 

Mr. Srreisert. They are far less than the expenditure. 

Senator Smirx of Maine. Can you furnish a percentage for the 
record? 

Mr. Srrefsert. Yes, for the World Today and Free World. 

(The matter referred to follows:) 

For fiscal year 1954 it is estimated that receipts from the sale of the biweekly 
magazine World Today will be approximately 20 percent of the total cost of 
publication. For the monthly magazine Free World for the same period, receipts 
are estimated at less than 1 percent of the total cost of publication. Total receipts 
from the sale of all United States Information Agency publications, both period- 
icals and pamphlets, are estimated at $51,650. 

Senator Smirx of Maine. How are those receipts handled? 

Mr. Srreipert. That goes right to the Treasury; directly to the 
Treasury. 

Senator Smiru of Maine. So you do not get credit for the amount? 

Mr. Srrerpert. No. 

Senator Smirx of Maine. Do you have that figure so that it can be 
used in that hearing? 

Mr. Streisert. It will have to be estimated, but we can estimate it. 

Senator Smirx of Maine. I think that would be very well. It would 
give you the benefit. 

Mr. Strerpert. We would like the benefit of the money, too. 

— Situ of Maine. Did you have something else you wanted 
to add? 
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COSTS FOR ADDITIONAL EQUIPMENT 


Mr. Srrerpert. Yes, I had detailed about a million dollars of this 
$1,675,484. In addition the largest item for the field is for $291,180 
to replace obsolete or worn out Morse equipment, used in our wireless 
bulletin with the latest kind of teletype receivers; also for press pro- 
duction equipment and for photo equipment. 

The entire balance of approximately $370,000 is the part that will 
be used to serve the field from Washington. Part of it is to increase 
the wordage in our daily wireless file, for a greater frequency in these 
aforementioned cartoon strips and for an increase in our plastic plate 
service. The plastic plate seems to be a very effective service because 
it can be used so readily by these rather poorly printed papers around 
the world where they don’t need a high quality plate. 

It blends in with the quality of printing very well. So they just 
shape them in. We find a very high use for these plastic plates. 


Mort1on-PicturRE SERVICE 


Senator SmirH of Maine. The justification for the Motion-Picture 
Service will be inserted into the record at this point. 
(The justification referred to follows:) 


Morion-PictuRE SERVICE 
GENERAL STATEMENT 


The motion picture is one of the principal media used by the United States 
Information Agency in the struggle against communism abroad. Home folks in 
Thailand, the Philippines, Greece, Turkey, Ethiopia, and other countries that 
fought for the United Nations in Korea have seen their troops in action and 
cheered the purpose for which they fought. Armies marching against Communist 
guerrillas and bandits have cited USIS films as a significant factor in enlisting the 
cooperation of civilian populations. Field officers have used this medium to 
establish and sustain a base of strategic contacts with important groups and 
organizations for carrying out this and other phases of the information program 

Among the films produced or planned for placement in the program during the 
first half of fiscal 1954 were six politically pointed films. One was the compelling 
truth of Communist aggression, treachery, and brutality that emerged as the war 
in Korea drew to a close, The Korea Story. A second was a vivid demonstration 
of free nations living and working together symbolized in the joint participation 
of the Presidents of the United States and Mexico dedicating Falcon Dam, which 
will serve the peoples of both countries. The third picture is a short biography 
of our President showing his achievements and the principles by which he lives 
and works. The fourth was a visualization of President Eisenhower’s electrifying 
proposal for international cooperation in developing atomic energy for peaceful 
purposes. The fifth was a photographic record of Dr. Milton Eisenhower's visit 
to Latin America. A sixth is planned on Vice President Nixon’s visit to the 
critical areas of Asia and the Far East. 

These pictures are being distributed through established nontheatrical channels, 
ine luding USIS information centers and mobile units as well as local governments 
and private groups. These nontheatrical channels are augmented by theatrical 
distribution. The first four of the above pictures have been taken by the Amer- 
ican motion-picture industry for distribution through theaters abroad. Theatrical 
distribution for the picture on Dr. Eisenhower’s trip is being arranged by USIS 
offices locally in Latin America. 

In addition to the above, all projects in work in the United States at the begin- 
ning of the fiscal year have been reviewed and 34 of the highest priority subjects 
carried forward for completion and release to the program. Projects of marginal 
value were canceled. 

Similar action was taken on all overseas production projects and support 
continued for priority projects in the most critical areas. 
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Field offices have been directed to review their existing film inventories with a 
view to concentrating on the use of the most significant films currently available, 
removing any that have become obsolete, amending and up-dating others where 
possible and transferring any which could be more profitably used in other 
countries 

The budget estimate for 1955 proposes a film program directly related to particu- 
lar country needs. Approximately 70 percent of the new production proposed 
will be carried out overseas in the areas where the films will be used. Experience 
has demonstrated that our message is carried with far greater impact by films 
that picture local characters, situations, and physical surroundings familiar to the 
audiences seeing them. 

Distribution will be continued through established nontheatrical channels but 
will be narrowed to focus on groups whose opinions have the greatest immediate 
significance in shaping the course of political events abroad. In addition, there 
will be a greatly intensified effort to expand theatrical exhibition of information 
program film materials. 

The detail of the 1955 budget set forth in the following pages shows an overall 
request for $6,963,600. The increase of $3,995,808 over the 1954 program 
reflects a realistic estimate of the level of operation required to provide effective 
film support for the objectives and program activities planned by the program 
staff and field officers. The Motion Picture Service has been streamlined to 
effect economies in every way possible. ‘The staff has been cut by almost 50 per- 
cent. A new organization has been developed and operating procedures revised 
to obtain greater efficiency and flexibility in meeting field needs. With these 
changes now in effect, the program for 1955 can be carried forward with certainty 
or with assurance that the Service will be able to provide and the field will be able 
to use effectively all the material planned. 


Summary of requirements by activity 











1953 actual 1954 estimate 1955 estimate Increase or 
decrease (—) 
Posi- Posi- Posi- | | Posi- 
tons Amount Hons Amount tions Amount | tions Amount 
1. New program material 79 |$3, 349, 163 24 $742,884 | 30 |$2, 844, 594 6 | $2, 101, 710 
2. Materials and equipment fur- | | | 
nished missions 137 | 3, 935, 735 83 | 2,012, 502 91 | 3,903, 971 | 8 | 1,891, 469 
3. Program administration and | | 
central services 51 272, 684 36 212, 406 39 | 215, 035 | 3 | 2, 629 
Subtotal 267 | 7,557,582 | 143 | 2,967,792 | 160 6, 963,600 | 17 | 3,995,808 
4. Program liquidation costs Re 113 422, 325 | |--= j—113 | —422, 325 
Grand total ; 267 | 7,557,582 | 256 | 3,390,117] 160 6, 963, 600 | —96 | 3,573, 483 
! 
1. NEW PROGRAM MATERIAL ACTIVITY 
Summary of requirements 
: . ; Increase or 
artis Bt dations . an 
1953 actual 1954 estimate 1955 estimate decrease (—) 
Product or service - — - . , | me) tae fae |——— “Tm ee rice. 
Posi- | Posi- Posi- Posi- 
| ‘tom Amount tien Amount tion Amount tion | Amount 
; ie MEOW Slat Dae 
(A) Personal services_.. . | 79 | $460,415 24 $144,979 | 30 $209, 227 6 | $64, 248 
(B) Travel | 46,153 14, 663 | 22,623 | .-....| 7, 960 
(C) Acquisitions and adapta- | | | | | 
tions | 158, 420 | | 20, 000 | | 61, 000 | 41, 000 
(D) Topical coverage 543, 181 292, 492 | 392, 984 |... 100, 492 
(E) Special request prints.....__| | 106, 627 | 10, 000 | 50, 895 |_... 40, 895 
(F) Documentaries..._....... | 2, 034, 367 | | 260, 750 2, 107, 865 | 1, 847,115 
fa. J eta acetanilide apenas Soe 
Petal i. ascwiosi....-.« 79 | 3,349, 168 | | 742, 884 30 2, 844, 504 | 6 | 2,101, 710 
I i 
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Explanation of major items 

(A) Personal services ($209,227).—New program materials are developed 
through the Production Division of the Motion Picture Service. This Division 
is primarily responsible for determining the content of new film material, and 
for supervision of its production for the agency through contract arrangements 
with private motion-picture companies. In addition, the Division surveys films 
produced by other Government agencies and private sources for use in the infor- 
mation program, and supervises the adaptation of films selected from these 
sources. The estimates provide for 30 positions for these purposes. An increase 
of six positions is requested to meet the proposed increases in the total film- 
production program. Composition of the staff is as follows: 


1953 1964 ) 


Production Division 

Office of the Division Chief 3 

Project Service staff. 12 4 f 
Acquisitions Branch y 5 
Program Branch 4 
Foreign Production Branch 6 
Domestic Production Branch 22 
Tactical Coverage Branch 20 12 12 


Total, Production Division 76 24 x0 


(B) Travel ($22,623).—The estimate provides for domestic travel to cover 
significant special events of timely interest, consultation with producers in the 
planning and development of domestically produced documentary films, and for 
three overseas trips to develop and guide overseas production operations. Funds 
are also provided for home leave in the United States, for a motion picture produc- 
tion specialist stationed in Manila. The increase of $7,960 is the net result of 
2 additional overseas trips, a reduction of 18 domestic trips and variations in 
length of trips and itineraries. 

(C) Acquisitions and adaptations ($61,000)—A great deel of general back- 
ground material on the United States is obtained by acquiring distribution rights 
to films produced by private and public agencies in the United States. Editorial 
adaptations are made, when necessary and possible, to make them more meaning 
ful to forcign audiences. Some of these films are acquired without cost to the 
Government, but in many cases rights to a particular film must be purchased. 
Because of the limited budget during fiscal year 1954, funds were provided pri- 
marily for the adaptation of material already in the progrem. 

The estimate for fiscal year 1955 will provide 50 reels with an increase of $41,000 
over 1954 to provide for approximately 33 additional reels. 

(D) Topical coverage ($392,984).—This is material dealing with important 
activities and events photographed newsreel style as they occur. The films are 
made up from footage photographed by newsreel companies, as well as such 
existing footage as they may have in their libraries. This is done under contract 
since this agency has no camera crews. Films are assembled dealing with im- 
portant events, such as the Secretary of State’s trip to the Near East; Dr. Eisen- 
hower’s visit to South America; visits to the United States of prominent foreign 
dignitaries; important international conferences, ete 

The estimate represents 92 reels of such materials for fiscal year 1955. The 
increase of $100,492 will provide 28 additional reels. 

(E) Special request prints ($50,895).—The field missions frequently require a 
print of a particular film, not in the program, for a special purpose. The estimate 
provides 775 special request prints for reasonably adequate service in 1955. The 
increase of $40,895 will provide approximately 620 additional reels 

(F) Documentaries ($2,107,865).—The documentary film is one which presents 
a given situation or problem in dramatic form, with particular emphasis on human 
relationships, rather than on practical skills or general information. Very few 
of the films produced by the industry meet the specific requirements of the infor- 
mation program. Generally, documentaries designed to fit program objectives 
abroad must be produced especially for that purpose. 

This new production is the material that has the greatest effect on target 
audiences. Desired policy objectives in most instances can best be achieved by 
production of the films in the country or area where they will: be used. The 
estimate for 1955 contains $1,400,000 for production of documentaries in the 
field—to cover specific needs of individual countries. The estimate also provides 
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$707,865 for domestic productions for use of both worldwide and in specific 
country programs. This will permit a balanced program which dramatizes to 
foreign audiences not only the local story in familiar surroundings, but also the 
story of American democracy in action. 

Both foreign and domestically produced films will include hardhitting anti- 
Communist material designed to expose and combat the Communist menace. 
In addition, domestic productions will portray those aspects of American 
democracy which will bring about increased confidence in American leadership 
and purposes. Total production is estimated at 164 reels. Approximately 70 
pereent will be produced overseas and 30 percent domestically. 

The increase of $1,847,115 in 1955 will provide approximately 144 additional 
reels, All of this work is done on contract by private motion-picture-producing 
companies. 


2. MATERIALS AND EQUIPMENT FURNISHED MISSIONS ACTIVITY 


This activity covers the cost of furnishing prints of motion-picture materials in 
appropriate foreign languages to overseas missions, and the cost of supplying and 
maintaining the equipment necessary for their utilization. 


Summary of requirements 











. - . Increase or 
1953 actual 1954 estimate 1955 estimate 
| decrease (—) 
Product or service . pean — conan | ee - 
Posi- Posi- Posi- Posi- 
tens Amount | tions | Amount tions Amount tions Amount 
‘i ; dacatsbiabon tit Ségenstien alah doshas Rasalebtenien 
(A) Personal services | 187 $586, 845 | 83] $413,717 bv 91 | $442, 437 s $28, 720 
(B) Travel , 497 | 6, 352 6, 478 | 126 
(C) Foreign language versions __. 1, 149. 710 659, 733 | 1, 062, 084 402, 351 
(D) Printing and shipping re- | | | I 
lease prints . 1, 173, 793 681,915 | | 1,038, 638 356, 72 
(E) Utilization materials | 79, 042 | A a 
(F). Purchase and maintenance | 
of exhibition equipment 933, 840 249, 412 | | 1,352, 334 1, 102, 922 
(G) FICA payments 5, 008 | 1,373 at 2, 000 | 627 
Total 137 | 3, 935, 735 83 | 2,012,502 | 91 | 3,903, 971 8 1, 891, 469 
| | 


Explanation of major items 

(A) Personal services ($442,437).—A wide variety of staff functions are per- 
formed under this activity through the medium of the Overseas Operations 
Division of the Motion Picture Service. Numerically, the largest number of 
positions are involved in the translating and recording of foreign languages, and 
the supervision of contract laboratory facilities which process film materials. 
Although most of the foreign language talent is retained on a contract basis, 
careful attention must be given to the selection of translators and narrators, and 
to the checking of the language translation and the monitoring of the narration. 
The scheduling of laboratory processes and the movement of film materials to 
and from the storage vaults also involve a number of clerical processes. There 
is a high degree of specialization in these operations. The estimates provide for 
91 positions for these purposes, an increase of 8 positions over the 1954 staff to 
carry out the additional program proposed for this activity. The composition 
of the staff is as follows: 


1953 1954 | = 1955 


et aati ihlleathid ime eit dhicilaenhnaainsasigenetete 
Overseas Operations Division 
Office of the Division Chief... | 2 2 2 
Mission Services Branch. ‘ wea ep ; , er pod 33 21 24 
Facilities Branch an . = ; eeenalll - 15 10 13 
Laboratory Services Branch (New York): 
Office of the Chief ; bas dhsbbctend~vdlaneretins 2 2 


is 5 
eR TIE seve mnnhtinintintowyent+o=reduorhare oukeicogin 4 | 
Foreign Versions and “Adaptations. ; nt 24 10 11 
Facilities Section. ad Wewkiall 57 
Subtotal, Laboratory Serviees__...............-.--..- 90 


Total, Overseas Operations Division ---_. -.--- -ostuss J RO 140 83 91 
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(B) Travel ($6,478).—The estimate provides for 14 domestic trips for consulta- 
tion with manufacturers of audiovisual and electronic equipment, and for the 
development of new types of equipment to meet field requirements. Three over- 
seas trips are planned to work with overseas films officers on program develop- 
ment and utilization, and for technical advice and special servicing of equipment 
and facilities in the field 

(C) Foreign language versions ($1,062,084).—The estimate provided for foreign 
language versions will make it possible for the United States Information Agency 
to translate film materials from the original English and record them in the 
language of various selected foreign audiences. Some of this activity will be 
carried on at Overseas posts where personnel and technical motion-picture equip- 
ment are available. Costs of the entire activity, including funds allocated to 
the field for this purpose, are included in this estimate, and will provide approxi- 
mately 3,657 language reels at an average cost of $290 per reel. The increase of 
$402,351 will provide for approximately 1,389 additional language reels. 

(D) Printing and shipping release prints ($1,038,638) —The estimate provides 
for the reproduction and transportation of copies of films in the numbers required 
to reach the audiences for which they were made. In addition, copies of films 
which are worn out through constant use are reproduced. As in the case of 
language versions, some of the printing is done in the field, and this estimate in- 
cludes funds allocated for that purpose. All of the work is done on contract with 
privately owned laboratory facilities. The increase of $356,723 will permit the 
servicing of 2 additional countries in 1955 and wider distribution in the 64 coun- 
tries now being serviced. 

(F) Purchase and maintenance of exhibition equipment ($1,352,334).—The esti- 
mate provides for the purchase and shipment of 91 new mobile units and 326 
projectors to replace existing units which will become inoperable because of 
normal wear and tear. The incidence of wornout equipment will be greater than 
normal during fiscal year 1955 because funds available during the current fiscal 
year will permit only one-third of the normal maintenance and no replacement of 
equipment. The estimate also provides funds for the maintenance of the onhand 
inventory and purchases of certain auxiliary equipment such as screens, gene- 
rators, lenses, kits, etc. The increase of $1,102,922 is necessary to restore equip- 
ment to the onhand inventory as funds available in the current fiscal year will 
permit no replacement of obsolescent equipment. 


3. PROGRAM ADMINISTRATION AND CENTRAL SERVICES ACTIVITY 


Summary of requirements 


| 
| 1953 actual | 1954 estimate 1955 estimate ane = 
Product or services - 
| 1s osi- Posi Posi Posi as 
tion | Amount tion Amount tion Amount tion Amount 
a oe sain tee | 
(A) Personal services 61 | $252, 222 36 | $199, 628 39 | $206, 671 3 | $7, 043 
(B) Travel 20, 462 | 12,77 8, 364 | 1,414 
Total 51 272, 684 36 212, 406 39 | 215, 035 3 2, 629 


| 


Explanation of major items 

(A) Persenal services ($206,671).—The estimate provides for 39 positions for 
overall direction and planning for the Motion Picture Service, as well as budget, 
fiscal, and general housekeeping services. The increase of $7,043 is the net 
result of reducing intermittent employment and providing 3 additional full-time 
positions required to meet the increased workload in 1955. Details of the staff 
elements making up this total are as follows: 


1953 1954 1955 
Office of the Chief, Motion Picture Service... 7 7 7 
Attestation and review staff 3 q 4 
Planning staff 4 2 4 
Administrative staff 
Washington 19 18 19 


New York 18 5 5 


Total 51 36 39 
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PROGRAM LIQUIDATION COSTS 


Program liquidation costs (payment of terminal leave and related costs) are 
estimated at $422,325 for the Motion Picture Service in fiscal year 1954. These 
costs, as a special item, are nonrecurring in 1955. 

The motion-picture service is again the largest single item and the 
largest part of this 7.8 million restoration. 

Now we happened to get into quite a discussion on April 22 of the 
motion-picture program which is in the record. I don’t feel it is 
necessary to repeat that except to remind you that the production in 
the present fiscal year was practically stopped until we could estimate 
what we had coming along the pipeline, the value of it, what kind of 
pictures we wished to make in the future, and how we wanted to use 


pictures, which we have done and formulated policies previously 
enunciated. 


ESTIMATE FOR NEW 





PICTURE PRODUCTIONS 
So that half of this $4 million is to be used now for production of 
new pictures in fiscal 1955. Of that $2 million for production, only 
$800,000 would be used for producing pictures here and the bulk of it, 


$1,200,000 would be used for the cost of producing pictures indige- 
nously in the field. 


MOBILE UNITS 


Senator Smirx of Maine. How many mobile units do you have? 

Mr. Srrerpert. Three hundred and thirty six. The 1.2 million for 
producing pictures indigenously is to make pictures with local actors 
in local scenes where we think the pictures are most effective as we 
are about to make some in Vietnam, for example. 

We have made some very successful ones in the Philippines. These 
would be made only on request of our public affairs officer and with 
the cooperation of the field staff. It would not be decided here in 
Washington; merely approval is required here in Washington. 


JUSTIFICATION FOR 





PICTURE PRODUCTION PROGRAM 
The $800,000 would be for the production of newsreel-type pictures 
of productions where we can get special kinds of pictures made by 
Hollywood as previously stated, in most cases we expect without 
overhead, without profit, and using volunteer artists, who normally 
command high salaries, at merely minimum union scales. 

These pictures are to be used primarily for special group showing, 
not for indiscriminate public showing. On the other hand, we do 
expect that where without additional cost or without substantial 
cost, merely print cost in some cases, we will try to get these pictures 
on the entertainment screens of the countries concerned as much as 
possible so as to reach the very wide audience at no additional expense 
to us. 

Senator ELLeNpeER. In that connection, if you will permit me to 
ask you a question, I found this: that many of the local houses that 
have moving-picture shows would readily use your facility if it were 
suitable for them. 

Mr. Srrerpert. The 35-millimeter print; yes, sir. 
Senator ELLenpgErR. That is right. 
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PROBLEM OF IMPORT TAXES ON FILMS 


I have found this, also: that in many of the countries the import 
taxes are so great on the film that the countries will not permit them 
to come in free. 

Now are you doing anything toward the elimination of that tax 
particularly when it is to assist the peoples of those countries? That 
is something I could not understand. 

Here we were spending money in order to try to help the people of 
the Belgian Congo, or somewhere else, and they were putting an im- 
port tax on the use of those films in their own country. 

Mr. Strerpert. We are keeping our pictures exempt from those 
taxes and very aggressively so. 

Senator ELLenpeR. Are there any countries you know of 

Mr. Srrerpert. Mr. Smith is in charge of the motion-picture 
program. 

Mr. Smita. I do not know of any countries where there are any 
taxes put on our films. 

Senator ELLenperR. I mean the films you use in the commercial 
houses; don’t mix the films that you make available for use in ho» es. 
The tax that | am speaking of is on those films that could be used by 
commercial houses. 

It strikes me that if you would look into that you could get a lot 
of these films used by these commercial houses at no expense to us, 
and that would reach many more people than you are able to do with 
these little mobile units that vou have. 

Mr. Smirn. Senator, where the pictures are made locally in the 
area in which they ought to be shown, then there is no tax. 

Senator ELuenpeEr. I understand that, but I am speaking of the 
films of the size necessary to be used in commercial houses. 

Mr. Smirn. Then there is a tax on those films and the commercial 
company generally pays that. 

Senator ELLenper. I have heard a lot of complaining about it. 
It strikes me that every effort ought to be made to get those countries 
where the tax is imposed to relieve the users of those films from that 
tax because certainly it is done in order to assist them. 

I just think it is wrong for them to charge us for the use of those 
films that are being sent by us for the good of their people. 

Senator Smirnx of Maine. What is being done to have local or 
State interests pay for the cost of the pictures in the mobile units? 
The pictures go from place to place. Do the local governments do 
anything toward paying the cost or part of the cost of that, or is it 
all free to them? 

Mr. Braprorp. Could I answer that question for Japan. 

Senator Smirx of Maine. Yes. 

Mr. Braprorp. The Japanese prefecture governments pay all of 
the cost of all of our film distribution in Japan. It amounts to better 
than a million dollars a year in cost to them. 

We furnish the film and they distribute it at a cost to them of about 
a million dollars a year. 

Mr. Srreisert. I presented two units to the Philippine Govern- 
ment for their use and maintenance for showing films in back areas. 

Senator ELLenpER. Madam Chairman, may I suggest this: That 
Mr. Streibert, through his people here, make an effort to have the 
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countries which we are trying to assist through this film program 
eliminate the taxes on our films that are used by commercial houses. 

Now I realize that you do not have any tax on those small ones 
that are used in your mobile unit and are used in the residences of 
the elite of these various countries, but I have found that this tax 
existed on any film in practically all countries where they were used 
in privately owned commercial houses. 

Mr. Srrerperr. It varies with countries, Senator. 

I know in Germany we have been successful to a large degree in 
getting our films in tax free. There are all sorts of combinations, but 
we will do that. We will try to get our films in exempt from those 
taxes. 

Senator ELtenper. If you can do that, Mr. Streibert, you might 
be able to use the money that you would spend for the mobile units in 
getting more films made and doing a better job and reaching more 
people than through these mobile units. 

I know the operation of these mobile units is very expensive; you 
have no roads and the number of people you reach is small in contrast 
compared to the large number that could be reached through these 
commercial houses. 

Senator Smiru of Maine. Mr. Streibert, when I was abroad with 
the Armed Services Committee, I saw two of the pictures shown in 
Italy alone. One was very highly technical and it seemed to me a 
waste of time, effort, and money. The other showed American people 
in a life of luxury and fun. 

I wonder what your people are doing about getting something in the 
way of moving pictures that would show the everyday life of people. 
I am sure there are more people like some of us here than there are of 
those that have been shown. 


POLICY ON FILM PRODUCTIONS 


Mr. Srrerpertr. I am glad you mentioned that. I did refer to 
the policy on the type of pictures in the previous testimony. We 
have given up making pictures of pure Americanna, so-called, of 
showing life in this country. I said at that time it has a reverse effect 
many times. It is not well understood and it does not accomplish 
our purposes. 

So we are confining film production to anti-Communist films 
directly or to films that specifically support our objective in the 
particular country, and in addition, newsreel type and topic al things, 
such as the President's speeches or Vice President Nixon’s journeys 
or Dr. Milton Eisenhower’s trip to South America—that type of thing. 

We are showing those to selected groups rather than to the general 
public as a policy. Now there will be technical films. I walked into 
our projection room in Tokyo and saw a large, filled room of medical 
film. Obviously, it was shown to medical students, but it showed 
American methods of medicine and the only way they could get that 
type of thing was through our films. They came to our film and we 
showed these students that film. That type of thing, to selected 
audiences, we think is useful. 

Senator Smira of Maine. At that time one film impressed me a very 
great deal and it was of a small mill town showing the life of an average 
family. It seemed to me that throwiag in a technical one once in 


Pp 








STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1513 


awhile would be all right. But furnished more of that kind, the 
people in other countries would have a much better idea of what 
American life is than what they have been getting. 


1954 MOBILE UNIT EXPENSES 


Senator ELLENDER. Have you a breakdown of the amount of 
money you are asking that is used to operate these mobile units? 

Mr. Posner. We can get that for the record, sir. I don’t have it 
with me. 

(The information referred to follows:) 

To operate and maintain the 263 mobile units now in active use it will cost ap- 
proximately $1,082,050 in fiscal year 1954. This estimate includes such items as 
salaries and per diem of 393 local operators, maintenance and supplies, gas and 
oil, and spare parts and equipment. 

Senator ELtenper. How much of this money will be used to pur- 
chase projectors in order to facilitate the showing of these films in 
privately owned homes, to societies, and others that may desire to 
exhibit them? 


ESTIMATED REPLACEMENT COSTS OF PROJECTORS 


Mr. Posner. We have about 2,300 projectors on hand. Almost 
600 of those will be more than 5 years old as of next July 1. We are 
estimating to replace 326. The cost of those is $122,250. 

Senator ELLENDER. So that you do not contemplate increasing 
any? 

Mr. Posner. No; that will be a reduction. 

Senator ELLeNpDER. I| think I brought to your attention a country— 
I don’t remember the name here—where they had ordered them and 
they were not used and they were going to waste. 


PRINT COSTS 


Mr. Srrerpert. That is included in an item I was about to speak 
of. I have spoken of $2 million for production. Now, another 
item making up the $4 million is $750,000 for print cost and foreign 
language versions to accompany this additional production. Those 
are related to the additional production. 


JUSTIFICATION FOR REPLACEMENT OF MOBILE UNITS 


The largest additional item over and above the $2,750,000 I have 
accounted for is for replacement of mobile units now wearing out. 

Now, let me give you the detail on that which was previously asked. 
Of the total number of 336 mobile units on hand as of June 30, 1953, 
137 will be more than 3 years old as of this coming July 1. In 1955, 
91 replacements are requested. The cost of those is $650,000. 

Senator ELuenpeEr. I[s that the vehicle only? 

Mr. Srreisert. That is the complete vehicle with all the associated 
equipment. 

Senator ELLenpeER. Is it necessary to change the equipment also? 

Mr. Srreipert. Yes, that wears out. The projection. equipment 
and that electrical supply equipment wears out. 
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Senator ELLenpeR. Does not the truck that is used to carry them 
wear out more quickly than the machine itself? 

Mr. Srrerpert. Well, these 91, as I say, are only replacements 
out of 137 that are more than 3 years old. So it is not complete 
replacement. 

In the House report we were, I think, prevented from replacing 
any of these mobile units. That is to say the recommendation in the 
report was that no money be spent for additional mobile units. We 
would like to request that that be specifically mentioned if possible 
so that we can at least get a replacement of a number of these. It 
does not increase the total number of mobile units. 








POLICY ON FILM PROGRAMING 

Senator ELLENDER. are you changing or modifying the past method 
of selecting the films to be shown in a partic ‘ular country? As | 
recall, there was neers a lot of criticism in having these selections 
made on a Washington level without consultation in the field. 

Mr. Srrerpert. We are doing the reverse of that. We are just 
now in process of selecting out old film to be discarded and we have 
asked the field what they think should be authorized for destruction. 

Senator ELuenper. | think that is a complete change because a 
lot of films were sent there that did more harm than good, as Madam 
Chairman stated, and if you leave that to the people in the field I 
am sure they will be able to give you a better idea what is needed than 
if you were to do it on the W ashington level. 

Senator Smira of Maine. Mr. Streibert, the House in the report 
says no funds will be recommended for the purchase of additional 
mobile units. Do the mobile units and projectors go together? If 
you have one, do you have to have the other? 

Mr. Srreisert. The projectors that 1 previously mentioned are 
not involved in the mobile units. The mobile unit, the word “unit”’ 
means the projection equipment and the power supply and related 
equipment, all in one unit. 






FILM STORAGE 





PROGRAM 


Senator Smrra of Maine. I have one other question I would like to 
get in. Will any of the personnel for storage of film remain in New 
York? 

Mr. Srrerpert. Yes; the storage, the existing production per- 
sonnel for our newsreel must remain in New York because that is 
where the newsreels are produced and the material becomes available 
and where shipment is made. 

The facilities for storage are very specialized and require fireproof 
vaults. While we are reducing the amount kept in storage, the useful 
storage is in New York. 

Senator Smiru of Maine. Will you give the committee, either now 
or at your convenience, the cost of the storage and personnel on this 
particular item? 

Mr. Srreipert. Yes, | would like to give that now, we were asked 
prev iousl y. 

Mr. Anprew Situ. We have approximately 40 million feet of 
film in the vaults in New York. The number of vaults is 38. We 














a_i: a, 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1515 


have been paying for those vaults at the sum of approximately 
$38,000 a year. 

The film is an inheritance of our agency; it has come from different 
agencies and different sources. It consists of negatives and duplicate 
negatives, of sound tracks, and odds and ends. 

We have examined it carefully and have cataloged quite a bit of it. 
We are at a point now where we are about to dispose of approximately 
20 million of those 40 million feet. The 40 million feet is rather 
difficult to comprehend, so I think if I tell you that that represents 
approximately 500 different films, 500 different subjects, you will 
understand it better. 

In the case of each subject, we retain a negative so that if there is 
any need for the subject in the future we will be able to make a copy 
quickly. 

We have checked every source that we could possibly think of to 
find if there was any use for the film that we considered disposing of 
and we have found one customer. They are not a paying customer, 
but they will get service out of some of the films. That customer is 
the Signal Corps. They are taking some of that film for their use. 

Senator Smiru of Maine. What are you doing with the balance of 
it? 

Mr. Smitn. The balance of it will be disposed of under General 
Services Administration regulations. We thought about getting some 
money out of it by selling it for the chemical it contains, the nitrate 
of silver. 

When we came to study that, we learned that the cost of packaging 
that film and of shipping it to Rochester, where it must go, far ex 
ceeded the amount we would get for it. So it was not practical to sell 
it on that kind of basis. 

We will now destroy it to the extent necessary and put it in large 
cans and have it taken away. There will be no money coming back 

Senator ELLENDER, You mean for destruction? 

Mr. Smiru. Yes, junk it. 


POSSIBLE WASHINGTON VAULT STORAGE 


Senator SmirH of Maine. Have you made any study or done any 
exploring of possible vault space here in Washington for the storage? 

Mr. Suet7von. Madam Chairman, there are not sufficient film 
vaults. We have analyzed the situation here in Washington, I would 
say not completely, but our examination has not revealed any film 
vaults in Washington that could store anything like this amount of 
film. 

Senator ELLENDER. Why is it necessary to store any of it? You 
have used it. Why should you spend $38,000 to retain something 
that you have already used, that you may have no further use for? 

Mr. Smiru. There is a continuing use for films. 

Senator ELLENDER. By whom? 

Mr. Sarru. In the general use of it, there is a continual need for 
new films, new copies, new parts. In the whole operation of the 
motion-picture industry, the manufacturer will always retain his 
negative so he can make replacements. 

Senator ELLENDER. Are we to understand that all of the films that 
you have, that is, the negatives and such copies as you have, have 
already been used? 
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Mr. Smita. Yes, sir. 

Senator ELLENpER. And from those negatives you can make repeat 
orders, if requested? 

Mr. Sir. Yes. 

Senator ELLENDER. You said a while ago you would destroy about 
20 million feet of that and retain about 20. Those are the negatives 
or the copies? 

Mr. Smirx. They are sound tracks and they are copies and all 
sorts of odds and ends. But in each case we will retain the one 
master negative so that if there is any need of a copy in the future 
we will have it. 

Senator ELtenpeER. You keep all negatives then? 

Mr. Sairu. Yes, one negative of each subject. That would be 
500 negatives. 

Senator ELtenper. I was hoping we could save $38,000 a month. 

Mr. Srrerpert. We will save half of it. That is pretty good. 

Mr. Surrxu. We don’t intend to retain that half of the film in 
storage. We are going to study that too and dispose of as much 
of that as we can. 

INFORMATION CENTER SERVICE 


Senator Smiru of Maine. The justification for the Information 
Center Service will be inserted into the record at this point. 
(The justification referred to follows:) 


INFORMATION CENTER SERVICE 
GENERAL STATEMENT 


The Information Center Service supports country missions in their operation 
of information centers and binational centers, whose tools are books and related 
materials, and whose services are directed consciously and positively toward the 
leaders of the communities in which they are located. In addition, American 
books in translation and other carefully selected materials are circulated to in- 
dividuals and institutions of particular local significance. This Service also 
prepares exhibits reflecting American culture and achievements, and materials for 
a program for training local teachers of English. Through these activities are 
achieved agency objectives of increasing the understanding overseas of the United 
States and its people, their principles, institutions, culture, technical achievements 
and spiritual values, and of making clear the position of America as a leader in 
the free world against Communist conspiracy. 

The promotion of American books in local languages is an important tool in 
the exploitation of indigenous overseas channels. Translations can be made 
available through USIS centers; in much larger quantities, through normal 
retail outlets overseas; and through local school systems which frequently depend 
upon Communist-produced materials for lack of alternatives. 
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Summary of requirements by activity 


1953 actual 1954 estimat 1955 estimate Incr , 
decreas 
Activities 
Posi- Pos Posi Posi 
tions | A™Mount | tions Amount | tions | Amount tions| 4” 
1. Information and binational 
centers 79 |$2, 541, 725 8 $1, 726, 745 60 $2, 011, 207 2 $284, 462 
2. Translations and promotion 
of publications 31 1, 490, 283 27 | 1, 248, 995 33 | «2, 548, 058 ¢ 1, 2909. 063 
3. Exhibits and special pro- 
grams 17 416,714 9 209, 997 13 435, 901 } 225, 904 
4. Program administration and 
central services 63 386, 189 46 281, 403 52 339, 834 6 & 431 
Subtotal 190 | 4,834, 911 140 | 3, 467, 140 158 | 5, 335, 000 Is 1, 867, 860 
5. Program liquidation costs 40 52, 383 40) 52, 383 
nail e anes o . ~ 
Grand total 190 | 4,834, 911 180 | 3, 519, 523 158 | 5, 335, 000 22 1,815, 477 


1, INFORMATION AND BINATIONAL CENTERS ACTIVITY 


The information centers, with libraries, reach the literate groups —students, 
teachers, the clergy, journalists, government officials —those who deliberately seek 
out information about the United States and who can influence public opinion 
In serving these groups, the centers and their libraries present an objective and 
factual picture of the United States, their purpose being to create a climate of 
understanding and an appreciation of common problems. One hundred fifty- 
eight centers are supported in 1954. It is proposed that 1 new center be opened 
at Salisbury, Central African Federation, and that 10 reading rooms be estab- 
lished in India during fiscal year 1955 
pe The binational centers are local autonomous organizations jointly sponsored and 
financed by the United States Government and nationals of the host countries for 
the purpose of fostering understanding between the peoples of the two countries 
in a cooperative atmosphere. They conduct many cultural and information 
activities which facilitate the interchange of ideas among people and promote 
program objectives. Thirty binational centers in the other American Republics, 
2 in the Far East and 2 in the Near East, are now receiving support from the 
Agency in the form of grants of American personnel, materials and, in some 
cases, cash to supplement local operating income 


Summary of requirements 


Increase or 


1953 actual 1954 estimate 1955 estimate 
| decrease (—) 
Product or service ant eR Eanes —e —— = 
Posi- | Posi- | Posi- Posi- 
tions| A™Mount | tions | A™Mount | tions | Amount | tions | Amount 
(a) Personal services 79 $393,464 | 58 | $316, 587 60 $322, 266 2 $5, 729 
(6) Travel... 7,548 ji. ...} 5, 458 |_- 8, 691 q 3, 233 
(c) United States information } 
centers 1, 508, 178 |...- 807, 250 962, 750 155, £00 
(d) Binational centers 631, 435 | 596, 500 716, 500 120, 000 
(e) FICA payments 1, 100 ual 1, 000 1, 000 
Total a 79 | 2,541,725 | 58 | 1,726,745] 60 | 2,011,207 2 284, 462 


Explanation of major items 

(a) Personal services ($322,266).—The estimate will provide a staff of 60 posi- 
tions required in the United States to service 159 information centers and 34 bi- 
national centers at the level proposed for fiscal year 1955. 

An increase of $5,729 will provide 2 additional positions for bibliographic 
and clerical assistance to the domestic staff. 

(b) Travel.—The estimate of $8,691 provides for (1) 10 domestic trips to hold 
professional consultations; maintain working relationships with library and 
literary associations, etc.; and to confer with the New York service section; and 
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(2) 5 overseas trips to assist field officers in the development of the activities in 
the information and binational centers. 

The increase of $3,233 includes $148 for domestic travel and $3,085 for 2 addi- 
tional foreign trips to Europe and the Far East. 

(c) United States information centers ($962,750).—The estimate will provide 
the following basic items required for the operation and maintenance of the exist- 
ing 158 centers and for the establishment of 1 new center and 10 new reading rooms. 





Item Quantity | Average cost Estimate 





Books. : ull 186, 527 $2. 41 $449, 530 
Basic books for new installations ss -| 11, 730 3. 62 42, 463 
American periodical ae , J 34, 186 8. 40 287, 162 
Library supplies . = acs v'Siam basidiaal pnddabghh th aueeus eluadwe 58, 328 
Library equipment. a S nbdihoucabtaclebehinmnteiad 86, 517 
Union Catalog site : Sn enini Abe Dann ccadeaailies 1 25,000 
Gift and exchange program _ icin steht parties hatpsbiitel 13, 750 

Total. a ; ; ; ; Bs a a ta a 962, 750 


! Although it is estimated that $70,000 would be necessary to maintain the Union Conon ts so that it wet 
provide the same degree of detail as heret ofore, only $25,000 has been requested. This will provide simplified 
centralized records which will reflect all books purchased by the Information Center Service for use in 
United States information centers, It will also provide for a central record of holdings submitted by each 
center regardl.ss of how acquired and quarterly amendments to this record. The less costly record will 
reflect the books purchased for the centers so that determination as to whether a book has been purchased 
will be readily available. Determination as to the exact location where copies of books are still held, whether 
purchased or otherwise acquired, can be made but more time will be required. 


The increase of $155,500 proposed for fiscal year 1955 is requested in order to 
(1) establish 1 new center to be located in Salisbury, Central African Federation, 
$17,500; (2) provide 10 new reading rooms in India at $7,500 each, $75,000; and 
(3) restore to a normal operational level the program of the 22 centers in Germany, 
which was drastically reduced during 1954, $63,000. 

(d) Binational centers ($716,500).—The estimate will provide: 84 American 
grantees who will serve as administrators, directors of courses, teachers, and librar- 
ians in the other American Republics (69), the Near East (7), and the Far East 
(8), $630,665; cash payments to supplement local operating incomes of 18 centers, 
$52,135; and limited amounts of supplies, equipment, books, and other publica- 
tions, $33,700. 

The increase of $120,000 is requested to provide 16 additional American 
grantees, at $7,500 each, to strengthen the program of 13 centers in 7 priority 
countries in the other American Republics. 


2. TRANSLATIONS AND PROMOTION OF PUBLICATIONS ACTIVITY 


Three related programs, translations, special collections and informational media 
guaranties, are provided for under this activity. 

The translations program provides for the translation and publication abroad 
of selected American books and book condensations which are then disseminated 
through regular trade channels. It further provides assistance and guidance to 
foreign publishers and promotes the development of new book distribution facil- 
ities in countries where none exists. Emphasis is equally divided between direct 
USIS promotion of commercial translations in the field and support to a non- 
profit publishing corporation which produces low-cost translations of selected 
American books in countries where normal commercial operations are impractical 
or impossible. 

The special collections program provides for presentation of American books 
and related materials to individual and institutional leaders of public opinion 
in foreign countries. The program further provides for support of American 
book exhibits abroad, for the introduction of low-cost expendable libraries of 
selected American books in community meeting places throughout the world, 
and for encouragement of the distribution of American publications through 
foreign, private, and commercial channels. 

The informational media guaranty program promotes the foreign sale and dis- 
tribution of approved American books, periodicals, and films by guaranteeing 
convertibility into dollars of foreign currencies received from foreign importers 
by private American producers and distributors of these informational media. 
The program is now active in Austria, France, Germany, Israel, Norway, Philip- 
pines, Taiwan, and Yugoslavia. In addition, bilateral agreements authorizing 
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this program have been signed with the governments of Greece, Iceland, Italy, 
Luxembourg, Netherlands, Portugal, Sweden, Thailand, Trieste, Turkey, and 
the United Kingdom. Present law permits the issuance of up to $10 million in 
new guaranty contracts each fiscal year through June 30, 1957. Operating funds 
for this program are derived from the financing authority of the Economie Coop- 
eration Act of 1948. Personal services and travel are the only items of expense 
included in this estimate. 
Summary of requirements 


Increase or 


1953 actual 1954 estimate 1955 estimate oe 
decrease (— 
Product or service pa eens eminent anf 
| | | 
Posi- Posi- Posi- | Posi- 
| tions Amount tions | Amount tions | Amount tions Amount 
Lil al ah TS ie i hai ail ahead hae J 
(A) Personal services... 31 | $158,015 27 | $151,220 33 $170, 046 | 6 $18, 826 
(B) Travel.__. : ie | 41,231 | 5, 275 6, 845 |__ 1, 570 
(C) Translations : | 839, 544 | 784, 500 |_. | 1,763, 500 |. 979, 000 
(D) Special collections... ... . | 481, 493 | 308, 000 | . 607, 667 | | 299, 667 
I a | a 1, 490, 283 | 27 | 1, 248, 995 33 2, 548, 058 | 6 1, 299, 063 
| | 





Explanation of major items 

(A) Personal services ($170,046).—The estimate will provide 33 positions for 
(1) support to overseas posts in the program of translation, production, and/or 
distribution of books overseas; (2) the selection and purchase of American books 
and related publications for presentation to selected institutions and influential 
leaders of public opinion overseas; and (3) the development and direction of the 
informational media guaranty program. 

The increase of $18,826 will provide 6 additional positions. Three are required 
for the translations program, 1 for the special-collection program, and the remain- 
ing 2 will provide needed typing and accounting assistance in the informational 
media guaranty program. 

(B) Travel ($6,845).—The estimate will provide for 38 domestic trips for dis- 
cussing translation and presentation projects with publishers, authors and agents, 
and for 2 overseas trips to provide technical guidance and assistance to overseas 
officers in carrying out proposed projects for fiscal year 1955. 

The increase of $1,570 will provide 3 additional domestic trips to New York 
and 1 additional trip to Latin Dooce, 

(C) Translations ($1,763,500).—The estimate will provide (1) approximately 
560 translation projects in the near eastern and far eastern countries to be 
published by a nonprofit publishing corporation, at a cost of $800,000; (2) 300,000 
copies of Chinese language textbooks to be prepared for use in the secondary 
schools of the Chinese minorities in southeast Asia at $300,000; (3) approximately 
565 translated editions of American books in up to 40 languages ,through assistance 
to foreign publishers by USIS posts abroad, at a cost of $596,500; and (4) con- 
densations especially prepared for translation, reviews of publications considered 
for translation, and purchase of examination copies of books for the use of missions 
in discussing translation projects with local publishers, $67,000 

The increase of $979,000 proposed for the translations program will provide 
support for the following projects: (1) Approximately 40 additional translated 
editions of books in Spain, Italy, and France at a cost of $43,000; (2) approximately 
70 additional translations of books in Iran and Pakistan at a cost of $100,000 and 
approximately 350 translations of books in the languages of Indonesia, Indochina, 
and Thailand at a cost of $500,000 to be published by a nonprofit publishing cor- 
poration; (3) 300,000 copies of Chinese language textbooks at $300,000; (4) the 
translation into Korean of approximately 10 American books, including some on 
United States activities in the Korean relief and rehabilitation program, at $11,000; 
and (5) approximately 10 additional translated editions of American books in 
Brazil and 15 additional translations into Spanish, to be published in Mexico, at 
a total cost of $25,000. 

(D) Special collections ($607,667).—The estimate will provide: (1) subscrip- 
tions to the overseas editions of American newspapers and magazines, and Amer- 
ican books, periodicals, and technical journals for presentation by overseas 
public affairs personnel to foreign leaders and officials at a cost-of $243,667; 
(2) similar presentation to institutions, colleges, and universities throughout 
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the world, $114,500; (3) expendable book program costing $144,500; (4) out- 
standing American books assembled into exhibits, containing 100 books each, for 
display overseas in the information centers, libraries, and schools, $50,000; and 
(5) grant to the United States Book Exchange in the amount of $55,000 for the 
screening, storage, and shipment to foreign institutions of books and publications 
denated to the Ageney by American individuals and organizations. 

The increase of $299,667 proposed for the special collection program will provide 
the following: (1) an additional $60,667 for purchase of American books and for 
subscriptions to overseas editions of American newspapers, magazines, periodicals, 
and technical journals; (2) $94,500 for presentation of special collections of 
American books to foreign institutions in Spain ($15,000), Italy ($30,000), Central 
African Federation ($5,000), India ($16,500), Japan ($8,000), and the European 
dependencies in the Caribbean ($20,000); (3) 500 new basic expendable library 
units, 400,000 replacement books and 5,000 sets of shelving for library units 
already in the field, at a total cost of $94,500; (4) an additional $20,000 for 4,000 
outstanding American books assembled into 40 book exhibits of 100 books each; 
and (5) $30,000 for an additional grant to the United States Book Exchange. 








3. EXHIBITS AND SPECIAL PROGRAMS ACTIVITY 


The exhibits program provides a channel for the visual presentation of specific 
informational and cultural themes. Exhibits are strategically placed in informa- 
tion centers, international fairs and expositions, conventions, and other centers of 
public attention in foreign countries. The program proposed for fiscal vear 1955, 
places particular stress upon activity in Europe, where the commercial and 
agricultural fair is a well-established cultural institution and is a medium especially 
well suited for use of exhibits. 

The English-teaching program for fiscal year 1955 represents a significant change 
in emphasis. It is proposed that 3 specialists in the teaching of English as a 
foreign language be assigned to 3 geographic areas to select and train local Ameri- 
can residents to direct English-teaching activities. Special emphasis will be 
given to conducting seminars for national teachers of English. These seminars 
serve as inexpensive but effective channels through which American-English 
teaching materials will be made available to a large number of foreign students. 


Summary of requirements 


Increase or 


OR « ‘ Os ate me » 
1953 actual 1954 estimate 1955 estimate decrease (—-) 
Product or service ~ — 7 stale 
nei. nal. | Poet. | nei. 
— Amount oe Amount i Amount Neat Amount 
} | 1 wines 
(A) Personal services he AZ $90, 282 9| $45,967) 18 $63, 765 | 4 $17, 793 
(B) Travel 1, 272 | 530 3, 136 | 2, 606 
(C) Exhibits 211, 804 | 197, 500 | 215, 000 | 97, 500 
«D) English-teaching 113, 356 ‘ 46, 000 |. -| 154, 000 | 108, 006 
Total | 17] 416,714 9 | 209, 997 | 13 | 435, 901 | 4 | 225, 904 
| | 


Explanation of major items 

(A) Personal services ($63,765).—The estimate will provide a staff of 13 posi- 
tions for: (1) Domestic support to the exhibits program for the development of 
exhibits, exhibit materials and servicing of field requirements; and (2) assistance 
and guidance to the traveling Enclish-teaching specialists and overseas posts. 

The increase of $17,798 will ;-rovide four additional positions for the exhibits 
and Enrlish-teaching programs to carry out these activities in fiscal year 1955 

(B) Travel ($3,136).—The estimate will provide for 12 domestic triys to 
appraise exhibits for possible use in the program and to guide and direct the 
preparation of exhibits for overseas use, and 1 overseas trip to assist field officers 
abroad 

The increase of $2,606 will provide 2 additional domestic trips and 1 overseas 
trip to Germany. 

(C) Exhibits ($215,000)—The estimate will provide for the preparation of 
exhibits for showings overseas, transportation and rotation of exhibits in the 
field, participation in international trade fairs and conferences, and supplies and 
equipment for the preparation of exhibits by USIS posts overseas. 
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The increase of $97,500 proposed for the exhibits program will provide support 
for the following projects: (1) Participation in 5 international trade fairs, 1 each in 
Belgium, France, Spain, Italy, and Sweden at a cost of $12,500 each ($62,500 
(2) One traveling exhibit to tour throughout Spain, portraying the Western 
European defense system, showing the contributions of the United States and 
others and the role played by Spain, $15,000; and (3) a general expansion of 
exhibits in the other American Republics, with emphasis in Argentina, Guatemala, 
Venezuela, Chile, and Mexico, at a total net increase of $20,000. 

(D) English-teaching ($154,000).—The estimate will provide: (1) 16 seminars 
for national teachers of English; (2) 3 traveling English-teaching specialists; (3) 
9 local American directors of English-teaching activities; and (4) English-teaching 
textbooks, records, and other audiovisual materials. 

The increase of $108,000 will provide for the following: (1) Seven additional 
seminars for Near, Eastern and Far Eastern teachers of the English language, 
$7,000; (2) $30,750 in grants to 3 traveling English-teaching specialists to train 
local American directors, to give guidance on English-teaching activities, and to 
supervise the seminars for national teachers of English; (3) grants to 9 local 
Americans to be selected and trained by the traveling specialists to direct English- 
teaching activities at the USIS posts, at a cost of $18,000; and (4) approximately 
25,000 additional English-teaching textbooks, recordings, and other audiovisual 
materials, to cost $52,250. 


4. PROGRAM ADMINISTRATION AND CENTRAL SERVICES ACTIVITY 


This estimate provides for the Office of the Chief of the Service, his immediate 
staff, and for the New York procurement service. 


Summary of requiremenis 


Increase or 








1953 actual | 1954 estimate | 1955 estimate oot 
| decrease (—) 
Product or service ate |~ 
| | } | | 
Posi- Posi- | Posi- | Posi- 
tions | Amount tions Amount | tions | Amount tions Amount 
besirbrrcytirirrepe retort tent mep ter preter tp, RRM TP ete TT} 
(A) Personal services. . ... 63 | $264,973 46 | $212,637} 52.) $226,044 6 $14, 307 
(B) Travel 4, 168 : 3, 742 | 7, 267 | 3, 525 
(C) Domestic support to over- | | 
seas programs | 115, 951 . 64, 024 | 104, 623 40, 599 
(D) FICA payments 1, 097 1, 000 | 1,000 | 
Total | 63 386, 189 46 281, 403 52 | 339, 834 | 6 | 58, 431 
| | | 


Explanation of major items 

(A) Personal services ($226,944).—The estimate will provide a staff consisting 
of 52 positions who will be responsible for program development and direction for 
the Information Center Service; for administrative and management services; and 
for procurement, packing and shipping services, and related functions. 

The increase of $14,307 provides for 6 additional positions—4 for additional 
packing and shipping activities in New York and 2 for typing and clerical duties 
in the Washington staff. 

(B) Travel ($7,267).—The estimate will provide for 30 domestic trips required 
for consultation with representatives of the publishing industry regarding their 
extensive cooperation in this program and for meetings of the members of the 
Committee on Books Abroad of the United States Advisory Commission on In- 
formation. In addition, the estimate provides for three trips overseas to confer 
with field officers. 

The increase of $3,525 provides 1 trip to the Far East and 1 trip to Europe. No 
increase in domestic travel is estimated for fiscal year 1955. 

(C) Domestic support to overseas programs ($104,628).—The estimate will 
provide for the packing, shipping, and postage of ICS materials and purchase of 
books and publications for use of the domestic staff as working tools for biblio- 
graphic research, review, and reference 

The increase of $40,599 will provide for additional packing, shipping, and 
postage expenses and for the purchase of additional books and publications for 
use of the domestic staff. 
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5. PROGRAM LIQUIDATION COSTS 


Program liquidation costs (payment of terminal leave and related costs) are 
estimated at $52,383 for the Information Center Service in fiscal year 1954. 
These costs, as a special item, are nonrecurring in 1955. 

Mr. Srrerpert. The next medium is the Information Center Serv- 
ice where the restoration involved is $2,110,860. 

From a gross expenditure in 1954 of $3,519,523, a net of just under 
that, $3,467,140, to a submission of $5,335,000. The House allowance 
on this would be about $3,224,140. 

Now this is the part that operates the Library Service and allied 
activities which we feel is the core and forefront of our cultural rela- 
tions with these various countries. 

Of the 2,100,000 roughly, the largest single item is 1,300,000 for 
translations, for publications of translations and for books for 
presentations. 

Obviously, our library centers are much more valuable in the various 
countries if we have as high a proportion as possible of translated 
works in the local language. We work with the local book publishers 
and have for a number of years in stimulating the translation and 
publication of these books where we will underwrite a certain number 
of them if the publisher will undertake the publication and in most 
cases supply the rights and the translation itself. 


TRANSLATION PROGRAM 


In this item there is a special item mentioned specifically in the 
House report for a special translation program of $800,000. Now 
this is for achieving publication of traislated books in specially critical 
areas, particularly the Near East, Southeast Asia, and the Far East. 

This is under a method of stimulating local production which has 
been proven to be successful and economical. It is through an inter- 
mediary in which the direct support of this Government is not apparent 
whereby these books are produced for sale in the regular channels of 
trade. 

We believe it is very effective and that we have adequate proof of 
its practicability. I would prefer to refer to this in more detail, if 
requested, in executive session. 

Senator Smirx of Maine. That will be all right, Mr. Streibert. 

Mr. Srrersert. In addition to the $1,300,000, there is $284,462, as 
previously mentioned, for the 10 new reading rooms in India and for 
more books and for servicing of libraries and for servicing of our 
binational centers, largely in American republics. 

Obviously, the maximum service to the library is in the supply of 
books, and such services make them of maximum value. 


EXHIBITS AND SPECIAL PROGRAMS 


Additionally, there are $225,904 for exhibits and for special pro- 
grams. ‘This year, in reducing this total amount by almost 40 percent, 
we cut back exhibits substantially. We found that we were wrong. 
They are very useful in the field. That is where we can frequently 
show our artistic and cultural achievements and interests. For 
instance, we are preparing two exhibits of the peaceful use of atomic 
energy in that campaign. 
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Senator Surru of Maine. Do I understand that item is doubled, Mr. 
Streibert? 

Mr. Srrerpert. Yes, that is why I speak of the fact that it was 
cut back so drastically this year. We believe that exhibits are a 
very effective method of accomplishing these purposes that I have 
described. 

Senator Smirx of Maine. Are you extending any of these programs 
in Latin America? 

Mr. Criark. We are not extending in the sense of expanding 
facilities. We are in this budget request requesting expanded 
materials. In many instances, we do not have such things as exhibit 
materials to put in the centers which are binational in every sense of 
the word and largely financed by the host country. 

Senator Smrrn of Maine. In what countries do we have exhibits 
in, in the Latin American countries? 

Mr. Ciark. We have binational centers in almost all the countries. 
We have a half dozen exhibits in the embassy in Rio de Janeiro now. 
I think there are six now. 

Senator Smiru of Maine. In what countries do we not have exhibits 
in? 

Mr. Crarkx. They move from country to country. We try to get 
them into almost every country we can. Sometimes, the trans- 
portation facilities are not safe. 

Senator Smiru of Maine. Mr. Streibert. 

Mr. Srrerpert. We offer them to all countries. We offer all 
these exhibits to all countries and send them where the public affairs 
officers decide they are useful. 

Senator E.itenper. I notice in this Information Center Service 
it is the only one of the three media in which you are asking more 
money than was actually expended in 1953 according to the figures 
I have before me. 

Mr. Srreisert. I don’t think so. 

Senator ELuenper. You spent in 1953 $4,835,000 and you are 
asking in estimate of 1955, $5,335,000. 

Mr. Strrersert. I would state the principal difference there is the 
amount spent for the translations program, basically. 

Senator ELLENDER. You mean translation of books? 

Mr. SrrerBert. Yes. 

Senator ELLeNpeR. And printing them? 

Mr. Srreisert. Well, no. The translation program that we oper- 
ate under is of several kinds. We get other publishers to do the 
publishing, but we underwrite them and stimulate it. 

Senator ELtenper. As I recall, you stated to me some time ago 
that you had eliminated quite a few of these centers throughout the 
world. Are you adding more now? 

Mr. Srrersert. The one new information center in Central 
African Federation, and 10 reading rooms in India, are the only 
additions. You see, this is the program where there are many 
activities in connection with it. 


DOCTRINAL PROGRAM AGAINST COMMUNISM 


For example, we are starting a doctrinal program, so called, against 
communism. We have a bibliography of some 60 books that we are 
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supplying to most posts where suitable which deal entirely with the 
critical evaluation of communism from various angles. 

This is on a very high intellectual plane. We are trying to get 
these in places where we can get converts who may be wavering to 
our way of thinking and not fall for this Communist doctrine which 
so many people do. 

That is a very specialized program and very necessary, we feel. 
It will involve a large supply of books. 


JUSTIFICATION FOR INCREASED FUNDS FOR INFORMATION CENTERS 


Senator ELtenpErR. As I recall in the past, your most severe 
criticism was lodged against information centers when you were 
expending this $4,835,000 and you are now asking for almost a million 
and a half dollars more money. 

You say that this additional money is being spent primarily for 
more translations and printing? 

Mr. SrreirBert. More translations, more books. Exhibits would 
be restored to where they were. 

My experience is only since August 1, but the part of the program 
that has been felt to really do the most good and be the best is the 
information center part of it. 

Senator ELLENDER. But you reach so few people? 

Mr. SrrerBert. Yes. But we reach the important people. 

Senator ExLenperR. I know that. But the people you ought to 
reach in many countries are the country folks. Your center services 
a mere handful in contrast to the population. 

Mr. Srrerpert. Senator, the theory of public relations and of 
reaching public opinion is this: I get it from Bernays and David 
Lawrence and people who are oldtimers and experts in this field. 

The theory is that public opinion seeps down from the top. It 
has to start at the top. An effort at general public opinion is value- 
less if you don’t have the top started. If you do start at the top you 
don’t need to do so much with the general public, as a whole. 

Senator ELLeNpuR. It seems you are centering at the top at all 
times. And what you are doing is this: You expect the top to 
trickle this information to lower levels. 

Mr. SrrerBert. That is the way things happen. 

We are regarded very widely abroad, | think wrongly so—and you 
must have run into it in your travels—as being primarily a material- 
istic nation, interested primarily in our high cake of living, our gadgets 
and our things of mass production; that we do not subscribe to the 
finer things of life. 

That varies country by country where in southeast Asia and India 
we are felt to be completely devoid of religious aspirations and of 
artistic aspirations. In a highly sophisticated country like France 
we are thought to be somewhat barbarian according to their artistic 
standards. 

While we are not trying to boast that we exceed these countries, 
we are trying to reach the top people to show that we are interested 
and are concerned and do have achievements along the lines of the 
finer things in art, in painting, in music, and in cultural affairs because 
it is the identity of the cultural and intellectual content of our civiliza- 
tion that are the lasting ties of agreement. 


etl Sa Dale A 








STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1525 


Now that is the theory of it. 

Senator ELtenper. You hope to convince the French people that 
we are not of the kind you have just stated by educating those in the 
high echelons of society? 

Mr. Strerpert. Yes. 

I would not pick France as a good example. 

Senator ELLenpER. I did not think so either, but you selected 
France and you could have as well selected Great Britain. And, in 
my humble judgment, we should not be spending so much money 
with our own allies in doing a thing that they ought themselves do. 
That is something I cannot agree with you on. 

Mr. SrrerBert. I understand. The only trouble is they don’t. 
If you are willing to take the risk of your not doing the job when they 
also don’t do it, that is what you are saying. I think it is too big 
a risk. 

TOTAL CENTERS AND LIBRARIES WORLDWIDE 


Senator Smitu of Maine. How many information centers and 
libraries do we have in the wor ld? 

Mr. SrrerBert. One hundred and fifty-eight information centers. 
Those are located in 63 different countries. 

Senator Smirx of Maine. You say information centers. Does that 
include libraries? 

Mr. Srrersert. The library has a special meaning. A library is a 
collection of books for general purposes that promote freedom of 
thought and general education, and so forth. Now in that sense I 
prefer to call them information centers because these are very special 
purpose collections of books to serve our purposes and they are really 
not libraries in the somewhat technical sense of libraries. 


CENTERS IN GERMANY AND AUSTRIA 


Senator Smiru of Maine. Do we have them in Germany and Aus- 
tria? 

Mr. Strerpert. Yes. We have a number of so-called America 
Hauser in Germany that are highly successful and very widely used. 

They become integral parts of the community. In some cities 
we have been able to convert those over into locally managed centers; 
and I think eventually we will be able to reduce the total number to 
something like our regular posts there. 

Senator Samira of Maine, But you are asking for the restoration of 
22, are you not? 

Mr. Strerpert. No, continuance; they were cutdown from about 
35 last year. 

Senator Smirx of Maine. Why can they not be turned over to 
binational centers? 

Mr. Srrereert. Because the library system in Germany does not 
lend itself to it readily. They have what is called the closed shelf 
system where there is not ready accessibility to books. 

Now we have been able to induce them to use the open shelf system 
in turning over some of our centers. Indeed, there has been more 
in the open shelves because of the presence of our centers there. 

We will study that during the coming fiscal year to see whether 
some more cannot be turned over to binational use. As a matter 
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of fact, internationally, I personally am interested in continuing to 
explore to what extent we can turn over more and more of these to 
binational operation because if the local country supports them and 
operates them to a greater extent I feel their usefulness will be en- 
hanced. 

RESTORATION OF CENTERS 


Senator Smita of Maine. I go back to this restoration. It says: 
and restoring to a normal operating level the 22 centers in Germany. 


Mr. Srrersert. I think that the level of operations, that is to 
say, the number of libraries, the amount of help in them as rather 
drastically reduced. It is to increase the staff in the existing centers 
I believe. Is that right? 

Mr. Burperre. In 1954 in Germany the figure for information 
centers was cut from $308,000 to $77,000. 

We are asking for an increase of $63,000 in order to bring up the 
operating level to $140,000 which would still be only roughly half 
of the operation figure in 1953. 

Senator Smira of Maine. Does that go toward personnel or books 
or what? 

Mr. Burperre. For material. 

Senator Smirn of Maine. That means books, pamphlets? 

Mr. Burperre. Yes. 

Mr. Srrersert. Not for staff. 

Senator Smrru of Maine. How many do you have now in Germany? 

Mr. Burperte. Twenty-two. 


JUSTIFICATION FOR NEW CENTER IN SALISBURY, CENTRAL AFRICA 


Senator Smirxu of Maine. Do you want to tell us why you think 
you need a new center in Salisbury, Central Africa Federation? 

Mr. Tuompson. Madam Chairman, the Central Africa Federation 
is a new political experiment. The area is made up of Southern 
Rhodesia, Northern Rhodesia, and Nyassaland. 

We have felt for quite sometime, that is, our State Department 
people have felt for quite sometime, that we should have an operation 
there. It was decided that we would have a provision made for a 
library and general all around center that would provide a small 
program in that area. 

Since it was decided that we would open a program there, Mr. 
Damon, who is the area director for the Near East, visited and dis- 
cussed the situation with our consul-general there. It was decided 
one of the main activities we should conduct there would be library 
service in order that we might better reach that small portion of the 
people that we would try to reach there, that is, the people who form 
opinions and have an influence on the trend of events. 

Senator Smrrx of Maine. What is the population in the center we 
serve? 

Mr. THompson. I am sorry I don’t know. We can get that for 
the record. 

(The information referred to follows:) 


The population of the Central African Federation is 6,325,000. 
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Senator Smitrx of Maine. How did you come to determine that 
there was a need for such a center in that particular place? You say 
the State Department decided it was necessary. 

Mr. THompson. Yes. We think that if this so-called political 
experiment is successful that it will tend to help stabilize conditions in 
Africa which, as you know, are in a considerable turmoil. 

Senator Smirxn of Maine. What is the approximate cost? 

Mr. TuHompson. About $117,962. That is the total program we 
are asking for in the budget. That would include 3 Americans and | 
believe 7 locals. 

Mr. Burperre. Since we are speaking with respect to this par- 
ticular service, | should say that the amount that will be attributable 
to the library service is $17,500, exclusive of personnel. 

Mr. THompson. The $117,962 will include the whole operation. 

Senator Smiru of Maine. Perhaps after we have the population we 
can better tell what good it will be. 

Mr. Srrerpert. I have the population figure—6,325,000. 

Senator Smirx of Maine. That center will serve that number? 

Mr. Srrerert. That is the population of the Central African 
Federation. Europeans, 169,000; Asian and colored, 17,000; African, 
6,139,000. 

Senator Smirx of Maine. What area will that be, Mr. Streibert, in 
miles? 

Mr. SrreiBeERT. Square miles, I do not have 

Senator Smiru of Maine. Is it a city like Washington or is it a State 
like Maryland? 

Mr. THompson. It is made up of Southern and Northern Rhodesia 
and Nvassaland, three big areas. 

Senator ELLenpgER. It would be larger than Texas? 

Senator Smiru of Maine. T*%ere would be one center for all of that? 

Mr. THompson. I would say it would be somewhat larger than 
Texas. 

Senator ELLENpDER. And probably half of New Mexico. 

I would like again to point out to my good friend Mr. Streibert here 
something that annoys me sometimes. I would like to point this 
out—that for an area like Europe, where we have given our treasure 
in order to bring up their economy and assist them to the extent of our 
ability we are spending exclusively of the amount spent in Germany 
and Austria—almost as much as vou are spending in the Far East and 
the Near Kast area 

Mr. Srreipert. Yes. 

Senator ELLENDER. Where the population may be 5 or 6 times 
more than in Europe, where we have no expenditures as we did in 
Western Europe. 1| think it is something that ought to be looked at 
from high levels in order to rectify this. 

Why do we have to continue to spend millions of dollars in order to 
sell America to them? 

Mr. Srrerpert. Well, it is not selling America. 

Senator ELLENpDER. Yes; it is. That is all you are doing it for. 

Mr. Srrersert. It is continuing to get their defense support. 

Senator ELLENDER. My dear sir, you are not familiar with what we 
are doing in that regard. "We are noi only doing the job ourselves fully 
here, but today we are paying 80 percent of the cost of the war in 
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Indochina and we are paying for over 50 percent of the national 
obligations on our friends in Western Europe. 

I ‘thought surely when we spent all that money from the Marshall 
plan that they would at least defray their contractual obligations, 
but they don’t; they depend on us. 

Senator Smrrx of Maine. Do you want to go on to the next subject, 
Mr. Streibert? 

Mr. Srrerpert. I have one more item I want to mention. 


ENGLISH TEACHING PROGRAM 


Mr. Srrersert. On this Information Center Service, there is just 
one additional item, speaking of the sum for exhibits and special pro- 
grams. One of them that we cut back way too far in addition to the 
exhibits is English teaching where we believe that we can be very 
effective in the use of certain materials which serve our purpose with 
respect to English teaching. 

We cut that back to a very minor expenditure and while we are 
continuing to carry it on in many centers it is on a voluntary basis 
where the staff or a man’s wife will voluntarily devote some time to 
teaching classes in English. 

But this again is along range basic feature which we think is directly 
productive. So we want to really restore a worthwhile English teach- 
ing program again. 


RELATIONSHIPS OF ENGLISH TEACHING AND EXCHANGE PROGRAMS 


Senator Smita of Maine. Mr. Streibert, what is the relationship of 
this program to the exchange program under the State Department? 

Mr. SrrerBert. We carry on the exchange of persons, leaders, and 
grants and so forth, just as we did prior to the change except that we 
are under the direction, of course, of the State Department and also 
that it is on a finance ially reimbursable basis to us. But the cultural 
officers and their staffs in the field operate as an integral part of our 
information center activities and necessarily so because these leaders 
and grantees are programmed as part of our whole cultural operation 
and all our lecture systems and so forth. 

Senator Smirx of Maine. Is the programing going on now? 

Mr. Srrerserr. Yes. 

Senator Smirx of Maine. You are asking that it be increased? 

Mr. Srrersert. Well, we support heartily the request of the State 
Department for the restoration of that $6 million for the exchange of 
persons which, if not restored, would reduce our capabilities because 
we would have less support. 

Now, in some areas we could reduce the expense of operation. In 
other areas we can’t get along with only half a cultural officer. Half 
of his time is currently employed on exchange of persons and there 
would be none in the aes 


COsTtT OF ENGLISH TEACHING PROGRAM 


Senator Samira of Maine. $108,000 is earmarked for English teachers. 
Mr. Srrerpert. I believe that is correct. 
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Senator Smiru of Maine. What is the average salary you pay for 
English teachers? 

Mr. Srreipert. That is a figure Mr. Burdette will supply. 

(The material referred to appears below.) 


EXPENSES OF ENGLISH TEACHERS 


Senator Smiru of Maine. Tell us about the additional expense in 
addition to the salary. Do you pay their expenses? 

Mr. Srreirpert. Well, it is the course material, and we think we 
can do something on films, records, and tape that would be universally 
applicable. You want to know how much in addition to the $108,000? 

Senator Smirx of Maine. I would like to know how much it cost us 
to engage an English teacher to go abroad, wherever he or she may go. 
Do they get their expenses? Do they have their furniture moved 
with them? 

Mr. Srrerpert. We don’t do it that way. 

Mr. Cuark. Binational centers which are, for the most part, in 
Latin America, have in them English teachers who are United States 
citizens who are employed under a contract. They are allowed to 
take 1,000 pounds of personal belongings. They are paid less than 
$4,000 a year. 

Senator Smirx of Maine. Does the contract include any specific 
time? 

Mr. Cuiark. It is usually for 2 years. 

Senator Smiru of Maine. What happens if they do not stay 2 years? 

Mr. Ciark. They get home on their own. 

Senator Smita of Maine. You do not pay their expenses back? 

Mr. Ciark. The contract covers travel over, and 2 years and return. 

Senator Smita of Maine. If they do not stay 2 years, you do not 
pay their expenditures back? 

Mr. Burperts. The figure we pay for English teachers is $7,507, 
which breaks down into the average base pay of $3,904, allowance, 
$2,327; and travel, $1,276 per binational center grantee. 

Mr. Srreipert. That is all I have on the Information Center 
Service, except to point out that that total of seven million eight is as 
now detailed largely spent in the field and for services in the field 
and is together with the field mission almost the entire amount of 
the $13 million restoration we are requesting. 


EXCHANGE PROGRAM COSTS REIMBURSED 


Senator ELLenpER. How much of the funds you now are asking 
for in any of your budgets here are used in order to service the exchange 
program, student-exchange program, or any phase of it? 

Mr. Cook. About $1,350,000, both for 1954 and 1955. 

Senator Etuenper. That is for administration? 

Mr. Cook. That is for services of our people, reimbursement for 
them in the field. We spend nothing here. 

Senator ELttenper. As I recall, 50 percent of the funds that are 
used for this exchange service are taken out of foreign credits and the 
rest out of cash that we provide for under the Smith-Mundt Act. 
Am I correct in that? 

Mr. Coox. I believe that is correct. That is not our program, 
however. 
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UTILIZATION OF FOREIGN CREDITS 


Senator ELLeENDER. Why would it not be feasible for the adminis- 
trative share of the cost of administering this program abroad to be 
taken out of foreign credits? 

Mr. Srrerpert. The foreign credits are used. 

Senator ELLENpDER. I understand that, but not to the full extent. 
I know that the foreign credits insofar as the exchange program is 
concerned are handled jointly by our people. 

Mr. Srrernert. We use German marks in Germany, and wherever 
the Treasury has them they use the foreign counterpart funds for our 
purpose. 

Senator ELLeNpER. You mean to administer the student program, 
the exchange program in—are you certain of that? 

Mr. Srrerserr. Yes. 

Senator ELLENDER. I would like you to check now to find out the 
extent to which we are using funds out of our own Treasury in order 
to administer this program abroad. 

It strikes me that if any money at all is being used that we should 
curtail it all together and utilize these foreign credits in order to pay 
for the administration of this program abroad. 

Mr. Srrersert. The State Department uses its $1,350,969 as a 
reimbursement to us. 

Now, that $1,350,969 is used by us in these various countries. The 
Treasury Department will give that money in the form of foreign 
currencies where the foreign currencies exist. It is a matter of their 
bookkeeping. 

Senator Biedint I wanted to be certain that was being pursued. 

Mr. Srrerspert. I want to make clear, too, that the $89 million of 
our budget does not include this $1,350,969. 

Senator Smiru of Maine. I would like to ask 2 or 3 questions to 
clarify some of the items. 


AMERICAN PERIODICALS SUBSCRIPTIONS 


First, the 1955 justification estimates show $287,162, for costs of 
34,186 American periodicals subscriptions at an average cost of 
$8.40. Why is it necessary to have more than one copy of a magazine 
in a library or information center? 

Mr. Burperrtse. In many instances the magazines are used in 
branches or special reading rooms at the determination of the public 
affairs officer. 

Senator ELtuenper. Are they on loan to any? 

Mr. Burverre. Generally speaking, magazines are lent out less 
frequently than books, in accordance with usual library practice. 

Senator ELttenper. Would that account for having more than one? 

Mr. Burpverre. Not fully. In some places there are reading rooms 
which should have extra copies. In some other cases there are also 
presentation copies made at the discretion of the public affairs officer 
at the post. 

Senator Smirx of Maine. I presume there is a check made on the 
number that go out and are not returned? 

Mr. Burperte. Yes, surely. 

Senator Smita of Maine. Do you expect to make a reevaluation of 
this program? 
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Mr. Burpee. We have been doing that regularly; in fact, annu- 
ally we ask the posts to justify magazines which they are reordering. 

Senator Smirx of Maine. You depend on the evaluation from the 
field. Do you report that into Washington and Washington re- 
evaluates it? 

Mr. Burperre. We do it in that fashion and we do it also through 
the use of our evaluation program in the agency generally. 

Senator Smirx of Maine. Do you have a check as to the number of 
people coming in and actually using the room? 

Mr. Burperre. We do. Between 40 and 50 million a year in our 
total program. 

BOOK TRANSLATION PROGRAM 


Senator Smirx of Maine. You told us something about the book 
translation program. I think you told us how much you were spend- 
ing for this program and how effective it was. 

Will you tell us over again, Mr. Streibert? 

Mr. SrrerBert. The one project I spoke of was $800,000, which 
was turned down completely in the House report. That is a part of 
an increase in translations as against the current year of a total of 
$979,000, so the remaining $179,000 would be for the general transla- 
tion program, 

Senator Smiru of Maine. You are reevaluating this program all the 
time, too? 

Mr. Srrerpert. Yes; and we find that every time we do we feel 
we should do more of it. 


CHINESE LANGUAGE TEXTBOOKS 


One of the items specifically included in this is some three hundred 
thousand copies of Chinese language textbooks for use in secondary 
schools where Chinese students are attending to overcome the Chinese 
Communist penetration of these schools by their textbooks. 


CRITERIA USED TO SELECT BOOKS FOR LIBRARIES 


Senator Smitu of Maine. What is the present criteria in selecting 
the books for the overseas libraries? 

Mr. Srreisert. The policies established by my predecessor, Dr. 
Johnson, and promulgated on July 15, 1953. 


QUESTIONED EVALUATION OF NEWSPAPER SUBSCRIPTION PROGRAM 


Senator ELLenpeER. There is one question I would like to ask about 
evaluating some of these programs. I noticed in quite a few places 
where we were paying for subscriptions to many newspapers, like the 
New York Times. 

Mr. Srreisert. To be sent to various people. 

Senator ELLenpgER. Yes. Of course, I find in many instances you 
are furnishing this newspaper to people who are well able to pure hase 
them. Now, do you evaluate this program with a view of trying 
to get those who get them free to subscribe for them, pay for them, 
buy them instead of accepting them as a donation from: us? 

Mr. Srrersert. We are in this kind of process: We are now going 
over those complete lists. I just had that subject up with the ambas- 
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sadors of the north countries where there was a conference in Copen- 
hagen on April 26 and 27. They want much more of it. 

Now, whether the person can pay for it or not, they want to get 
our American newspaper into certain key Government officials. 

At the expiration of current subscriptions we doublechecked with 
our public affairs officers. Now, we have done it too widely we think, 
and too narrowly in some areas, notably France and England. 

We are going to try to spread more of those subscriptions to the 
Near East and to India and Teheran where we can get airplane 
delivery. 

This whole question is not properly settled because it has been on 
a centralized basis in the past. It was done essentially in Europe 
by ECA and MSA. 

Senator ExunenperR. And you have continued it? 

Mr. Srrerpert. And we have continued it and are through the 
next fiscal year, because the subscriptions are up now and are being 
renewed out of this fiscal year’s funds at the end of this fiscal year. 

However, beginning in 1955, these subscriptions costs will be 
borne and charged to each individual country and each individual 
public-affairs officer will be charged with the direct responsibility of 
spending his funds either that way or some other way. 

That is out of so much money, he can either buy so many sub- 
scriptions or use the money in another way. 

Senator ELtenper. He is one of your employees? 

Mr. Srrerert. Yes, but he is the fellow that can really decide 
whether he would rather have the Times going to a number of Govern- 
ment officials, who might be able to pay for it themselves, or not. 
We take a chance on it. 


NEWSPAPER SALE PROGRAM IN PARIS 


Senator Ex..tenper. Take, for instance, in Paris, you have an 
edition of the New York Times and Herald Tribune. ow, are those 
the papers you use to distribute, or are they sent from our country? 

Mr. Srreisert. No, they are the European editions of both papers. 
Because we want them as timely as possible. It is the Times, your 
European edition, and the Paris edition of the Herald Tribune. 

Senator ELLENDER. You propose to continue this sale program in 
Europe, let us say, through fiscal 1955? 

Mr. Srreipert. Yes, through fiscal 1955. 

Mr. Norpness. I would like to add one point here. We have 
discussed the distribution of these papers with the advertising and 
circulation managers of the papers. They usually follow up on the 
people to whom we have delivered the paper to see if they will renew 
the subscription on their own. 

We are doing that in practically every country in Europe. In 
addition they also put in special pages of political and economic events 
that we feel is of interest and will be of interest to those readers. 

Senator ELLtenper. How successful have you been in finding out 
the number of subscriptions that are renewed by the people who 
received them in the past? 

Mr. Norpness. They have not revealed those figures but they 
have had a general increase in a number of the countries. 
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I spoke to them on this matter in November, but have not been 
in contact with them since. 

Senator ELLenpER. Those general increases, though, are to people 
who subscribe other than those to whom you give it free? 

Mr. Norpness. Some of those to whom we gave free subscriptions 
have subscribed, but others to whom we gave them free are of educa- 
tional classes or at various levels of the Government and do not have 
funds to pay for extra papers in addition to those they buy in their 
own country. 

Senator Smitx of Maine. Do you know anything of the discontinu- 
ing of a publication if it is not being used in the library? 

Mr. Norpness. Mr. Streibert. 

Mr. Srrerpert. At the expiration of a subscription there is an 
evaluation on that and the library under the authority of the public 
affairs officer in the country has to certify that they want it renewed 
before it is renewed. If there is no such request for it, it is not renewed. 

I would like to emphasize, sir, for your peace of mind a little about 

that the Ambassador in some of these Scandinavian countries, all 
of them, want more of the subse —_ to those people so that they 
get United States news. They feel it is a very effective medium 
of acquainting the government saci they are dealing with on 
American—— 

Senator ELLENDER. I appreciate the pressure being brought to bear 
on them by people who want those papers. I am familiar with that. 
It is a good medium to spread American doctrine, but I think some 
of those people—— 


PERCENTAGE REDUCTION IN NEWSPAPER SUBSCRIPTION PROGRAM 


Mr. SrrerBert. Let me try something else. We are reducing the 
total for the next go-around by 20 percent. 

Senator ELtenprer. What you should at least do is stop the de- 
livery of papers to, let us say, a certain group that receives it for 6 
months and give it to another group and then find out if those people 
who have been using it will subscribe. I think in that way you will get 
more people to use them. 

Mr. Srrerpert. You get ill will by starting and stopping it. 

Senator Ettenper. You get ill will on any of these programs when 
you curtail or cut them. 

Senator Smirx of Maine. Is the personnel of the information cen- 
ters and libraries all American personnel? 

Mr. SrrerBert. No; it is local nationals employed in the libraries. 
We have too few American librarians in our library system. 


JUSTIFICATION OF CENTERS IN ENGLAND 


Senator Smita of Maine. How many information centers do you 
have in England? 

Mr. STREIBERT. I think it is three. London, Edinburgh, and 
Manchester. 

Senator Smiru of Maine. Do you think those are important to the 
English-speaking countries? 

Mr. Srrerspert. Well, I discussed that with the present public 
affairs officer. We do, or we would not have them there. 
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Now, you have a large information center maintained by the 
British in New York C ity as an example of the opposite. We find 
that the library which I saw there in London is used by people widely 
who want information about the United States and material that we 
have. We think it is important that that be made available. 

Senator Smrrx of Maine. What is the overall cost of operation in 
England? 

EUROPEAN INFORMATION CENTERS 


Senator ELLENDER. Madam Chairman, I wonder if we could get 
them to place in the record at this point the number of information 
centers in each of the European countries and the cost of operating 
them. 

Senator Smirx of Maine. Will you do that, Mr. Streibert, please? 

(The information referred to follows:) 


Estimated cost for information center activities in Europe for fiscal year 1954 








Number Local het daa song | Adminis. | 
of operating | ee | tm | = tration | Total 
centers expenses | * - “  |support ! 2) 

babtbeenee ‘ “ ‘ 1 ntnacetihleneelell edict é | potdcalasti 
Algiers 1 $9, 684 | | $3, 684 | $161 | $13, 529 
Austria 5 583,522 | 37,268 142, 000 6, 227 | 769, 017 
Australia 1 11, 784 7, 165 314 | } 19, 263 
Belgium 1 | 69,992} 5,660} 9,514 | 417 | 85, 583 
Denmark 1 | 30, 011 10, 051 | 9, 272 407 | 49, 741 
Finland 1 20, 313 5, 879 258 26, 450 
France 6 | 406, 489 81, 656 72, 083 | 3, 160 563, 388 
Germany 22 2, 838, 705 136,767 | 97,000 | 4, 253 3, 076, 725 
Great Britain 3 136, 998 11, 867 26, 835 | 1,177 176, 877 
Iceland 1 8, 780 465 6, 981 | 306 | 16, 532 
Ireland 1 5, 502 2, 215 4, 891 215 | 12, 823 
Italy S 176, 401 327, 148 113, 835 3,991 | 621, 375 
Netherlands 2 36,119 25, 470 11, 403 501 | 73, 493 
New Zealand 0 2, 761 |.. 2, 671 117 5, 549 
Norway 1 | 27, 729 2,094 | 6,558 287 |... 36, 668 
Portugal 1 14, 520 763 | 6,058 | 266 21, 607 
Spain 5 79, 910 | 29,719 | 1,303 | | 110, 932 
Sweden 2 24, 404 | 9, 932 | 436 | | 34, 772 
Switzerland 0 5, 626 1,000 | 43 | 6, 669 
Trieste ] 20, 631 696 7,073 | 311 |. | 28, 711 
Union of South Africa | 1 15, 036 8,113 | 355 | 23, 504 
Yugoslavia..__. 2 94, 528 5, 041 39, 002 | 1,711 | 140, 282 

TTR eke i dadins -| 66 4, 619, 445 647, 161 620, 668 | 26, 216 . | % 5,913,490 





1 Excludes rent, utilities, and building o operating costs for information centers since leases normally include 
costa for USIS office space as well as information center space and such costs are not susceptible to segre- 
gation. Except Germany which has $348,000 included under local operating costs. 

2 Not available. 
* Includes local translations, special collections of books for presentation purposes, exhibits, English- 
teaching activities and salaries of Americans and locals. 


Mr. Srreisert. For Great Britain for the current fiscal year, 
$137,000 is the library cost. 

Senator Smrrn of Maine. Does that include rent and everything, 
salaries and rent? 

Mr. Srrerpert. That would include all the salaries and directly 
applicable expenses; yes. 

Renate ELLeNDER. Those are information centers you are talking 
about? 

Mr. Srrerpert. That is right. 

Senator ELLenpER. That amount includes the administration of 
them and all the books? 

Mr. Srrersert. That is the direct cost. 

Senator Exnenper. What about the pamphlets, the books, and so 
forth, you furnish them? Is that included in that figure? 
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Senator Smirn of Maine. Mr. Streibert, if you will get for the record 
for the committee hearing, the number of centers, their location, and 
the personnel, break it down as to Americans and locals for each 
country. 

Mr. Srreipert. Yes. 

Senator Suirx of Maine. We will appreciate it very much 

Mr. Srrerpert. For the current fiscal year? 

Senator Smirx of Maine. Yes. 

Mr. Srreipert. Yes. 

(The information referred to follows:) 


List of i formation centers, by country and location including American and local 


personnel 


Position equivalent Position equivalent 
Location Location 
, sf ‘ 
aoe Locals lotal — Locals} Total 
AMERICAN REPUBLICS EUROPE—continued 
Argentina: Buenos Aires 2.0 11.0 13.0 Spain 
Brazil: Rio de Janeiro (Belo Barcelona 1.0 4.0 
Horizonte) 2.0 8.0 10.0 Bilboa 4.0 0 
Chile: Santiago 1.0 3.0 1.0 Madrid 1.9 4.9 2 2 
Mexico Seville 1.0 10 
Mexico City 2.0 15.0 17.0 Valencia 4.0 10 
Monterrey 1.0 5.0 6.0 Sweden 
Panama: Panama City 1.0 2.0 3.0 Goteborg 1.5 l 
Uruguay: Montevideo 1.0 3.0 4.0 Stockholm 1.0 5.1 6.1 
Venezuela: Maracaibo 2.0 2.0 Trieste: Trieste 0.5 15 Rf 
European dependencies Union of South Africa: Jo 
French West Indies hannesburg 1.3 1.6 2.9 
(Martinique 5 5 Yugoslavia 
Trinidad (Port-au Belgrade 10.0 0.0 
Spain) 5 5 Zagreb 8.0 8.0 
Total, American Re- | otal, Europe 29.0 | 168.7 197.7 
publics } 10.0 50. 0 60.0 
AUSTRIA 
EUROPE | Graz 1.0 0 
Innsbruck 6.0 6.0 
Algeria: Algiers 5 2.0 2.5 Linz 1.0 10.0 11.0 
Australia: Sydney 2 5. 5 5.7 Salsburg 1.0 10.0 11.0 
Belgium: Brussels 1.6 10. 0 11.6 || Vienna 10} 76.0 77 0 
Denmark: Copenhagen 1.1 5,2 6.3 
Finland: Helsinki 2 4.5 4.7 otal, Austria 3.0 | 106.0 109. 0 
France z 
Bordeaux 2 3.1 3.3 GERMANY 
Lille 2 2.2 2.4 Berlin 1.0 41.0 42.0 
Lyon 2 2.8 3.0 Bremen 1.0 31.0 32.0 
Marseille 2 3.4 3.6 Cologne 1.0 25.0 26. 0 
Paris 6.8 37.2 44.0 Darmstadt 1.0 11.0 12.0 
Strasbourg I 2.4 2.5 Dortmundt 1.0 21.0 22. 0 
Great Britain Essen 1.0) 32.0 33.0 
Edinburgh 1.0 1.0 Frankfurt 1.0 29. 0 30.0 
London 1.0 2.0 3.0 Freiburg 2.0 | 27.0 29. 0 
Manchester 1.0 1.0 Ham burg 1.0 36.0 37.0 
Iceland: Reykjavik 2 1.0 1.2 Hannover 3.0 44.0 17.0 
Ireland: Dublin 6 1.7 2.3 Heidelberg 1.0 24.0 25. 0 
Italy Kaiserlautern 1.0 11.0 12.0 
Bologna 1.0 1.0 Kassel 1.0 25.0 2.0 
Florence 1.0 1.0 2.0 Kiel 1.0 14.0 15.0 
Genoa 1.0 2.0 3.0 Koblenz 1.0 20.0 21.0 
Milan 1.0 2.0 3.0 || Mannheim 2.0 24.0 26.0 
Naples ;} 10 2.0 3.0 Marburg 1.0 18.0 19. 0 
Palermo } 1.0 2.0 3.0 Munich 1.0 41.0 42.0 
Rome 2.0 1.0 6.0 Nuern berg 2.0 33.0 35. 0 
Turin | Lo 2.0 3.0 || Passau 1.0 8.0 9.0 
Netherlands | Regensburg | 1.0 39. 0 40. 0 
Amsterdam 2.2 2.2 || Stuttgart 1.0 28. 0 29. 0 
The Hague vi 2 5.0 6.2 
Norway: Oslo... 1.3 3.9 5.2 rotal, Germany 27.0 | 582.0 609. 0 
Portugal: Lisbon _-. ' 7 3.0 3.7 2 
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List of information centers, by country and location including American and local 
personnel—Continued 






































| Position equivalent || | Position equivalent 
Location Location | | 
Ameri- " | Ameri- | 
Locals| Total Locals | Total 
Tear nO EE =_— A chterbinninn 
FAR EAST | NEAR EAST, SOUTH ASIA, 

Burma AND AFRICA 
Mandalay. . | 1.0 3.5 4.5 || 
Rangoon |} 30] 140 17.0 || Afghanistan: Kabul. ..-..-- 1.1 3.5 4.6 

Cambodia (Indochina): | | Belgian Congo: Leopold- 

Phnom Penh 5 5 1.0 a ea a 0.6 2.6 3.2 

Taiwan (Formosa) | |} Ceylon: Colombo........... 1.0 5.0 6.0 
Kaohsiung 4 1.5 | 1.9 || Egypt: 

Tainan... 2; 1.0 1.2 ee 2.0 10.0 12.0 
Taipei. 2.2; 5.0] 7.2 | REE. Cree: 0.3 5.0 5.3 

Hong Kong: | | || Ethiopia: Addis Ababa 0.2 2.9 3.1 
Kowloon ; BO) 1.0 || Gold Coast: Accra.......... 0.2 2.6 2.8 
Hong Kong 1.0 4.0 | 5.0 || Greece: 

Indonesia: | | | BEE, 5 é ddirataiei pine } 28] 123 15.1 
Djakarta 3.0; 8&0] 11.0)] 1 ee es 4.0 4.3 
Medan... 56] 3.0] 3.5 RM ii ccencomsartish Resta 0.3 4.0 4.3 
Surabaya. | 3 2.0 2.3 |) India: 

Japan: | DOMRIONG 025. casebesee 0.8 6.0 6.8 
Fukuoka. -. 5 1.5 2.0 Bombay 1.8 12.0 13.8 
Hiroshima 2 1.5 1.7 Calcutta 1.8 12.0 13.8 
Kanazawa. on 1.5 AS Hyderabad. ............ 0.7 7.0 7.7 
Kobe... 8] 20 2.8 |} ON A Bike 0.8 6.0 6.8 
Kyote._- | 2 1.5 1.7 | PEGI ncithorenspsces 1.8] 12.0 13.8 
Matsuyama. 2 1.0 1.2 | New Delhi-__............ 2.6) 16.0 18.6 
Nagasaki. _- —_ 1.5 1.7 | Trivandrum... .... akeihial 0.7 7.0 7.7 
Nagoya oT ee 2.0 || Iran: Teheran. .___....._..- 2.5] 11.7] 142 
Niigata - an 2.0 2.2 | : 

Osaka... = 2.0 2.2 | NN Soe a cmuhceun 1.4 3.3 4.7 
Sapporo... 2 2.0 2.2 | SPAR HS, 0.4 2.0 2.4 
Sendai od ee 2.0 || Israel: Tel Aviv..........-- 0.3] 6.0 6.3 
Tokyo 4.5] 18.0 22.5 || Jordan: Amman............| 0.6 2.5 3.1 
Yokohama 3; 20 2.3 || Kenya: Nairobi... ........- 1.3 2.8 4.1 

Korea: | Lebanon: Beirut... _....... ae 7.0 7.7 
Chonju ._. eldiumneennan 2); 2.0 2.2 || Libya: 

Kwangju a aaa 4] 3.0] 3.4 |} Benghazi... ; d 1.0 3.4 4.4 
Pusan < - i 3.5 12.0 | 15.5 | Tripoli. . 4 2.0 2.4 
Seoul Aecniamintediaieiae 10; 40 5.0 || Morocco: 

Taegu rat ei 2 1.5 1.7 Casablanca -. 4 3.6 4.0 

Laos (Indochina): Vien- | Rabat... 3 2.0 2.3 

tiane ae i .  e 2 4 |) Tangier......... i se 2.0 2.3 

Malaya: | | | Nepal: Katmandu__....___- a 1.0 1.3 
Kuala Lumpur : 1.0 2.0 | 3.0 || Nigeria: Lagos.............. 7 2.9 3.6 
a ; toe 1.8 || Pakistan: 

Philippines: | | a ae coe 1.6 9.0 10.6 
Cebu..--. eB Ad BH 4.3 Se chskcenaaentbidebes 1.9] 12.8 14.7 
Davao... wee Are eee Le Lehet6so2.4:...--<. 1.6] 90] 10.6 
Lloilo : asedbae 4 1.0 | 1.4 || Syria: Damascus... ‘ 1.2 6.4 7.6 
Manila ‘s ; 6.0 15.0 | 21.0 || Tunisia: Tunis_-_.------ | 3 2.0 2.3 

Singapore (Malaya): Singa- | | Turkey: | 

pore sane aaa vo! Ge | 5.5 | 7.0 DOD oss icmcowsonens 1.8 | 12.5 14.3 

Thailand: | INI isis tstiihicdasosieeinsbbin 1.8] 11.0 12.8 
Bangkok pies 4.0] 13.0] 17.0 ant acdobesaddenias — 2.0 2.2 
Chiengmai__--_- ex Bi Oke 1.3 teens title Nl lacteaty 

Vietnam (Indochina): Total, Near East... 40.8 | 246.8 287.6 
Hanoi ae 10; 3.5) 4.5 
ene eet 3.0] 13.0] 16.0 

Total, Far East.......| 44.3 | 166.0 210.3 





BOOK TRANSLATION FOR ISRAEL 


Senator Smirx of Maine. Now, I have another question. Infor- 
mation made available to me would indicate that your agency is 
engaged in a project of translating into Hebrew certain popular 
fictional books for distribution in Israel. Is my information correct 
that among such translations is a 12-volume edition of Tarzan of the 
Apes, and would you discuss in some detail this publication program 
and such other of your programs as may be in operation in other areas 
of the world. 
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Mr. Strerpert. Could I ask to have the first part of that only 
repeated, please. I didn’t get the first part. 

Senator Smitu of Maine. Information made available would in- 
dicate that your agency is engaged in a project of translating into 
Hebrew certain popular fictional books for distribution in Israel. 

Mr. SrrerBert. We are not engaged in translating those books. 
We have to administer, I am glad to say, a very valuable part of the 
program, called informational media guaranty program, which allows 
for the guaranty of as much as $10 million of foreign currencies ac- 
quired through the sale of information materials from the United 
States in various countries where we have agreements with those 
countries. 

In those countries, in Israel there were no American books prior 
to 2 years ago, to speak of, and there was a large supply of Russian 
literature. 

Under an agreement with the Israel Government whereby we guar- 
antee the convertibility of their pounds to our American dollars, a 
large supply of American information materials was sold there, or we 
supplied paper with which it could be printed locally under the media 
guaranty program 

Now, the actual books which, as you appreciate are straight com- 
mercial trade books, they are not special purpose books for our purpose 
by any means, they are normal commercially salable books because 
that is the reason the publisher here would be interested in exporting 
them in the regular channels of trade—we permitted the local public 
affairs officer as a matter of administrative expediency to examine and 
approve all titles that came within this media guaranty. 

We found that he exercised poor judgment in approving those titles. 
Since then the authority has been withheld and we approve them here. 

Now, these are not books that we purchase in any way. This is 
merely a guaranty of the convertibility of exchange on which we 
charged an overriding commission of 1 percent and it is not a tax- 
payer’s cost. 

It is a facilitation really of the sale of books abroad, normal books 
in commercial channels. We do control it and we can say yes, to this, 
and no, don’t do that. But we generally are fairly liberal in our inte r- 
pretation of just American books. 

Senator ELLENDER. You say this does not cost us anything? 

Mr. Srrersert. I meant to— 

Senator ELLENDER. Not even the administration? 

Mr. Srrersert. I meant to say that our losses to date are less than 
the income from the 1 percent commission charge. Now, the admin- 
istrative cost, I could not attempt to evaluate because it is partly 
treasury, partly in the country, and partly here. It is small; it is not 
very large. 

We handle it with a one-man department and he has a few girls. 
It is a matter of a few people. 


COST OF AUSTRIAN NEWSPAPER PUBLICATION 


Senator Smitru of Maine. Mr. Streibert, I would like to have you 
tell me for the record the cost of the publication in Austria that we 
talked about earlier in the afternoon, Wiener Kurrier. 

What is the cost of that publication? 

45481—54—pt. 226 
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Mr. Srrerpert. Roughly a million dollars a year. 

Senator Smiru of Maine. That is the net cost? 

Mr. Srreipert. No, and the income is about the equivalent of that. 
So that it is virtually a break-even proposition on actual out-of-pocket 
expenses. ‘That does not include administrative costs and indirect 
costs and so forth, but the income is about equal to the outgoing on a 
cash basis. That does not show up as income as against our appropri- 
ation. 

Senator Smiru of Maine. That is important to get that in the record. 

Would you also give us for the record all of the newspapers that 
are being published in the same way? 


WEST BERLIN NEWSPAPER 


Mr. Srrerpert. The only other newspaper is the Neue Zeitung in 
West Berlin where the income is about $425,000, and the cost is about 
$900,000. 


CRITERIA FOLLOWED IN BOOK SELECTIONS FOR LIBRARIES 


Senator Smirx of Maine. I have one more question to clarify my 
own thinking, Mr. Streibert, on the books. I asked you how the books 
were chosen. You said something about a plan of 1953. Will you 
tell me very briefly what that is? 

Mr. Srrerpert. That plan was more on what is excluded than how 
they are chosen, I regret to say. But basically it provided for the 
choice of books primarily on their content with due regard to the 
author and his background. 

Now, as a matter of operation we get out every 2 weeks an anno- 
tated list of books with descriptions of them submitted to the field 
and instead of selecting our books here we send this complete list to 
all our libraries. They are classified on this list as to books of general 
interest, special interest and children. 

Then the librarians in those centers select what books they wish 
to order. We collect those books and send them as promptly as we 
can. 

Senator Smitx of Maine. That is left entirely to them? 

Mr. Srreisert. The selection is left entirely to them from the list. 

Now, the list is made up of selections from all the books published 
currently every 2-week period, excluding fiction, but including occa- 
sional important biographies, or some literature works, I think not 
enough; other people think they should be omitted entirely. 

But in the main the *y are rather specialized books to my mind, of 
a technical nature in the field of, well, in all learned fields, but pri- 
marily in engineering, in medicine, in the law, I guess it embraces 
most of the learned fields. 

I would be glad to submit the most recent list for the record if 
you would like to see it. 

Senator Smiru of Maine. I think that would be fine. 

(The information referred to follows:) 
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Books RECOMMENDED FOR UNITED Stares INFORMATION CENTERS 
(List No. 19, May 3, 1954) 


(Please submit order within 10 days after receipt of this list) 
(Books considered to have wide reader interest are starred (*)) 


A. Or GENERAL PROGRAM UTILITY 


*1. Bingham, Jonathan Brewster. Shirt-sleeve diplomacy; point 4 in action 
John Day. 1954. $4. 303 pp. LC 54-5880 

The inspiring, and at times disheartening, story of point 4 around the 
world is told by the former Deputy and Acting Administrator of the 
Technical Cooperation Administration (1951-53). The book is partly 
a balance sheet for accomplishments, an inspired guess about potentials, 
and a plea for understanding and support which has not always been 
forthcoming from the American people and from Congress. It is filled 
with anecdotes about Americans who have been working in the program 
abroad and about the people whom they have met and helped. No 
illustrations. 

This is recommended for all information center collections and for 
individual presentation as needed. 

2. Jones, Theodore 8., ed. Your opportunitv, 1952-53. Your opportunity 
1952. $4.95. 222 pp. LC 52-12328. 

A useful catalog of grants, fellowships, scholarships, awards, prizes, 
loan funds, and competitions in the United States. All items and infor- 
mation are arranged in a single alphabet with entries under donor and 
field of study (e. g., agriculture, library work) with cross-references 
Emphasis is placed on the opportunities available to United States 
citizens but included also are opportunities offered to foreign students. 

3. Moore, Barrington. Terror and progress U. 8. 8. R.; some sources of change 
and stability in the Soviet dictatorship. Harvard University Press. 
1954. $4.50. 261 pp. LC 54-5995 

This book by a member of Harvard’s Russian research center is 
concerned with the influence which terror, exerted by the operating 
center of the Communist bureaucracy, has on various worker groups in 
the U. 8. 8. R.—the industrial personnel, the intellectuals, scientists, 
artists, engineers, and peasants. The terror, which takes the form of 
threatened liquidation, imprisonment, or exile to an unknown fate in 
Siberia, can be overdone and thus create cqunterforces which stimulate 
demands for more consumer goods, as well as slowdowns in production 
on farms and in factories. Too little terror tends to promote the growth 
of protecting groups of coworkers which in the long run would threaten 
the central bureaucracy. The need and use of terror fluctuates with the 
U. 8. S. R.’s ambitions toward or reactions to affairs outside of the 
Iron Curtain. In order to continue and increase production, however, 
the author believes the U.S. 8. R. has set in motion certain forces, 
derived from the necessity of distributing power and tangible material 
rewards, which may eventually undermine its own basis. The sources 
used, in addition to data from interviews with Soviet refugees, are 
listed in nearly 20 pages of ‘“‘notes’’ at the end of the study. 

*4. White, William 8. The Taft story. Harper. 1954. $3.50. 228 pp 
LC 54-6035. 

Robert Alphonso Taft emerges in this book in more dimensions than 
that of Mr. Republican, the one in which he was seen by most of the 
American people. In life Taft held the earned respect of friend and foe 
alike, but few knew him well enough to feel for him the warmer emotions 
of sympathy and affection which he evoked in the last days of his life 
and in his death. This book shows his background, the tradition which 
he never betrayed, the keenness of his mind, his devotion to his family, 
his enormous reserve with all but his closest associates, his disappoint- 
ment that his party never bestowed upon him the high honor of the 
Presidential nomination, his courage both in his political convictions 
and in the face of his death. There is much here to explain to foreigners 
the convictions for which the Republican Party has stood and why 
Taft at the showdown of the nominating conventions lost to more 
liberal candidates. 
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5. Woytinsky, Wladimir 8. and Woytinsky, Emma Shadkhan. World population 
and production, trends, and outlook. Twentieth Century Fund, 1953. 


$12. 1245 pp. LC 53-7171. 


The foreword states, ‘This book, together with a volume now in 
progress on world trade, transportation, and government to be published 
in 1954, represents an effort to put between the covers of two manage- 
able volumes what amounts to a statistical picture of the collective 
resources, as well as the economic performance and promise of the 
full array of the nations of the world.’’ Financed by Rockefeller 
Foundation through a grant to Johns Hopkins University; 497 tables; 
338 figures, including maps and charts. It will be valuable for library 


reference use and for presentation. 


Children’s books 


*§. Peare, Catherine Owens. Louisa May Alcott; her life. Holt. 1954. 


122 pp. LC 54-5742 


$2. 


This biography of Louisa May Alcott for fifth grade reading is written 
with warmth and a pleasant informality. The book covers the whole of 
Louisa’s life and incidentally includes an understanding picture of her 


idealistic, philosopher father, Bronson Alcott. 


This book will be read by older girls and women who know the Alcott 
stories, but do not read English easily. Glimpses of Hawthorne, Emer- 
son, and Thoreau add to the value of the book for information center 


use with people unable to read more difficult material. 


B. Or Limirep Program UTILITY 


*7, Allen, Durward Leon. Our wildlife legacy. Funk & Wagnalls. 1954. 


422 pp. LC 53-—10792 


$5. 


A writer of scientific and popular articles gives in an enjoyable style 
some very straight facts of plant, animal, and human ecology in an effort 
to enable the American citizen to understand our wildlife resources, 
which are renewable with a continuous program of wildlife management, 
intelligently directed. Persons indoctrinated to use wildlife as something 
searce and deserving protection will be amazed at this picture of abun- 
dance and balance, adaptability and resiliency, in which fish and animals, 
like many plants, thrive with generous pruning off to make way for other, 
larger, ones. The interrelations of game and predator, plant and animal, 
offers a fascinating but complex pattern, one which will interest a wide 
audience from hunter and nature-lover to conservationist and govern- 
ment official in every country. Documented by 35 pages of notes, with 


a 30-page bibliography. Indexed. 


8. Barlow, Wayne Brewster. Foundations of music. Appleton-Century- 


Crofts. 1953. $3.25. 274 pp. LC 53-8987 


In this book designed to be used primarily as a text in college music- 
appreciation classes or by music lovers with considerable curiosity as to 
the substance of music, lore, biographical information, and historical 
data are nonexistent, and the emphasis is placed upon such general 
headings as “Basic Elements of Music,” ‘‘Melody,” (its rhythmic 
organization, tonal organization, form, and vertical dimension), and the 
various musical forms. Musical examples are unusually frequent, but 
for the novice there is enough explanation of musical notation to enable 
him to make some sense of the contents. Some keyboard ability is 


essential to pick out the quoted examples. 


This book is not designed for casual reading; nevertheless, if a student 
uses it intelligently and carefully, it will prove a rewarding and informa- 


tive tool to listening. 
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a 9. Books and the mass market by Harold Kleinert Guinzburg and others, (Illi- 
nois University Phineas L. Windsor lectures in librarianship.) Uni- 
versity of Illinois Press. 1953. $2. 66 pp. LC 53-12608 

) The Windsor lectures for 1952, devoted to problems of contemporary 

l American book publishing, include three papers: Free press, free enter- 


> prise, and diversity, by Harold K,. Guinzburg, president of Viking Press; 
economic trends in trade-book publishing, by Robert W. Frase of Ameri- 
can Book Publishers Council, and expanding the book audience, by 
Theodore Waller, vice president of New American Library. Since these 
lectures were made in 1952, there are a few out-of-date statements, 
which do no serious damage, however. As a whole the book contributes 
to an understanding of the status of books and reading in the United 
States, and will be of some interest to foreign librarians, publishers, and 
others interested in the book trade. 
10. Bretz, Rudy. Techniques of television production. MeGraw-Gill. 1953. 
$10. 474 pp. LC 53-6038 
A discussion of the technical aspects of television production ranging 
from the staff involved to descriptions of the various types of equipment 
needed for telecasts. Many Seta are included, and the field 
seems to be well covered. The style is not particularly brilliant, but 
the material is competently handled, as far as can be ascertained by a 
layman in the field. 
11. Brightbill, Charles Kestner and Meyer, Harold D. Recreation; text and 
readings. (Prentice-Hall physical education series). Prentice-Hall. 
1953. $6.35. 541 pp. LC 53-9523 
The two editors have made substantial contributions to this book of 
readings in the form of introductory essays for each section which 
provide adequate context for the readings they have selected. Their 
selections have for the most part come from the professional literature. 
In addition to covering the scope and meaning of recreation, they relate 
it to other fields and discuss leadership, planning, physical resources, and 
problems. The authors regard the increase in leisure in the world as 
having produced certain social problems and believe that recreation in 
a@ constructive sense contributes to their solution. 
12. Citizenship Education Study, Detroit. Schools and the development of 
good citizens, by Stanley E. Dimond and others. Wayne University 
Press. 1953. $3.50. 215 pp. LC 53-11332 
The final report of the Detroit citizenship education study which was 
conducted from 1945 to 1950 at eight participating schools to evaluate 
specific citizenship education procedures and to seek ways of developing 
better citizenship through school programs. Faculty members, chil- 
dren, parents, and community leaders, as well as school administrators, 
participated. The principal conflict area was found in human relations, 
with emotional adjustment the most important factor in the quality 
of citizenship. Need was found for background knowledge and under- 
standing of democracy at all levels of human relations, and for develop- 
ment of problem-solving as the basic skill of democracy. It is a book 
for thoughtful study, not quick absorption, but is a strong statement 
for the development of democracy in America or elsewhere. 
3. Clark, Charles Erwin. An introduction to statistics. (Wiley publication 
in statistics.) Wiley. 1953. $4.25. 266 pp. LC 53-5203 
Requiring little more than a working knowledge of high-school 
algebra, this primer is designed especially for people who need an un- 
derstanding of statistical principles without requiring the full treat- 
ment, Emphasis on analysis rather than description. 
14. Cronbach, Lee Joseph. Educational Psychology. Harcourt, Brace. 1954. 
$7.50. 628 pp. LC 54-6384 
Outstanding for its clarity of presentation as well as sound theories 
and applications, this is a book which can be read with profit by parents 
as well as professional and intraining teachers and administrators. An 
added value for use overseas is its interpretations of the broad objectives 
of American life and its sensible applications to everyday situations. 
Footnotes supply documentation but no interruption of the text. Aids 
to study include photographs, line drawings, charts, thought questions, 
reading lists, and summary statements. Index by author and subject. 


1: 
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*15. Fabbro, Mario dal. Furniture for modern interiors. (A progressive 


architecture book). Reinhold. 1954. $7.50. 207 pp. LC 53-12490 

The author, who has written three previous books on this general 
subject, is here concerned with the idea of supplying homeowners, 
designers, architects, decorators, manufacturers, and amateur furniture 
builders with a general, but inclusive view of what is noteworthy among 
the furniture produced not only in the United States, but around the 
world. The exhibits are selected for originality of design, innovation in 
technical solutions, apt application of new materials, adaptability of the 
design to manufacture, and significance in the evolution and direction 
of design in the country of origin. Photographs are supplemented with 
line drawings and diagrams. Other countries represented include 
Finland, Italy, Sweden, Brazil, Argentina, England, Holland, Germany, 
France, Japan. Oversize (8% by 10% inches.) 


16. Feininger, Andreas. Successful photography. Prentice-Hall. 1954. $3.95. 


249 pp. LC 53-5731. 

A book designed to teach the essentials of photography to the beginner 
and the refinements to those more advanced. Part I deals with general 
principles, part 2 with tools and materials, part 3 with taking of picture, 
and part 4 with the development of prints. Color is discussed in terms 
of translation into black and white. 


17. Giedion, Sigfried. Space, time, and architecture; the growth of a new 


18. Girl 


tradition. Third edition Harvard University Press. 1954. $12.50. 
778 pp. LC 54-6326. 

Giedion’s monumental work first appeared in 1941. The book is an 
attempt to establish both by argument and by excellent illustration that, 
in spite of the seeming confusion in the present state of our culture with 
its contradictory tendencies in architecture and city planning, ‘there 
is a true, somewhat hidden unity or synthesis in our civilization.’’ 
Giedion is concerned with the growth of the new tradition in architecture 
and shows its conscious relationship with other human ideas, methods 
and activities in the fields of construction, painting, city planning, and 
science, 

Scouts of the United States of America. Girl Scout handbook; inter- 
mediate program. 10th edition. Girl Scouts of the U. 8. A. 1953. 
$1. 510 pp. LC 53-12970 

This latest edition departs very little from the older ones. The first 
part is devoted to discussions of the various ranks to be attained and 
the qualifications for each and includes a considerable amount of history 
of the movement. Part IT, Adventuring in the Arts, discusses such 
activities as handicrafts, dramatics, music, dancing. Part III, Citizens 
Here and Abroad, has one section on community life in the United States 
and a second on the Scout’s ideal of international friendship. Part IV 
is Fun and Exploration in the Out-of-Doors. Part V, You and Your 
Home, stresses the girl’s responsibility to contribute to the physical 
and spiritual activities related to home life, with considerable stress on 
health and homemaking. The final part, Proficiency Badges, describes 
the activities necessary to earn each of the authorized badge awards 
and includes a drawing of the badge. 


19. Goodspeed, Edgar Johnson. As I remember. Harper. 1953. $3.50. 315 


pp. LC 53-8370 

This informal autobiozranhy by a distinguished University of Chicago 
scholar covers a variety of subjects but gives its main focus to events 
centering on his search for panyri and manuscripts and to the con- 
troversial reception of his trans!ation of the New Testament into the 
language of modern American speech. Sidelights on the story of the 
founding and amazing growth of the university are well reflected by 
a series of well told incidents and anecdotes. Stories evaluating news- 
paper reporting and meetings with famous Americans and foreigners 
are told with gentle and sometimes sardonic humor. It would be a 
useful book for foreigners who wish to know how academic America ticks. 
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Greene, Harry Andrew and others. Measurement and evaluation in the 


elementary school. 2d ed. Longmans. 1953. $5. 617 pp. LC 
53-11142 

With its predecessors, this has been in use for over 20 years by students 
of elementary education and elementary schoolteachers. New material 
has been added, especially on the measurement of personality, per- 
formance tests, evaluative tools and techniques and graphical repre- 
sentation. Emphasis is given teacher-made tests and examinations and 
the principles and techniques on which they must be based. Separate 
chapters are devoted to types and techniques of testing and to measure- 
ment of accomplishment in the various skills and experiences of the, 
elementary school. Helpful tables and figures accompany the text 
with bibliography at the close of each chapter, a glossary and index at 
the end of the book. The text assumes complementary work with a 
laboratory manual and actual tests and forms. 


Groves, Ernest P., Skinner, Edna L., and Swenson, Sadie J. The family and 


its relationships, 3ded. Lippincott. 1953. $3. 566 pp. LC 53-1076 

Designed for junior college or senior high school use, this textbook for 
a@ course in marriage and family relations is rather more elementary in 
its approach than many. It has numerous illustrations, for the most 
part photographic. Although Groves, still listed as senior editor despite 
his death in 1946, could not possibly have contributed to this revision, 
the magic of his name as a pioneer in introducing marriage courses into 
college curricula lends prestige to this volume. The material is divided 
into five parts: Personal Background, Background of American Family 
Life, Present Setting of Family Life, Family Life Today, and Cultural 
Aspects of Home Life. The last fifth of the book is given over to read- 
ings selected to illustrate or contribute to discussion of the textural 
material. Selected references. Index. 


Leiper, Maria and Simon, Henry W., eds. A treasury of hymns; the best- 


loved hymns, carols, anthems, children’s hymns, and gospel songs; 
historical notes by Wallace Brockway; decorations by Frank Lieberman 
Simon and Shuster. 1953. $6.00. 375 pp. LC M53-553. 

An attractively arranged collection of several hundred hymns cate- 
gorized under such headings as Faster, Christmas, Children’s Missionary, 
Gospel, etc. There are brief historical notes included with each hymn 
giving pertinent details of authorship and composer. Several well-known 
anthems (Bach’s Jesu Joy of Man’s Desiring and Mozart’s Ave Verum, 
for example) are included as well. The printing is excellent with all 
verses of text lined up with the music. This volume constitutes an 
excellent compilation of material which though well-known would not 
usually be found in any single volume. 


Leites, Nathan C. Astudy of bolshevism. Free Press. 1953. $6.50. 639 pp. 


This is the larger study of which a synoptic version was published as 
The Operational Code of the Politburo (McGraw-Hill, 1951, $3, 100 pp., 
LC 51-2482). The material presented here informs the student of 
Soviet politics of the data upon which the conclusions of this and the 
former publication were based. They are in the main the gospels of the 
Bolshevik leaders and such other Communist literature as the author 
consulted in the preparation of the study, which is a part of the research 
program undertaken by the Band Corp. for the United States Air Force 
The Prologue: The Politburo and the West is, in effect, a summary of 
findings and could be used separately for its descriptions of Soviet 
strategic tactics under such headings as Politics is a war; Push to the 
limit; It pays to be rude; The controlled neighbor policy; There are no 
neutrals; Do not yield to provocation; Know when to stop, and War by 
negotiation. While this larger study is important to the program, 
particularly for libraries and special presentation, the shorter Opera- 
tional Code is probably more widely useful. 


New York (City) Metropolitan Museum of Art. American water colors, 
drawings, and prints, 1952; a national competitive exhibition, December 5, 
1952—January 25, 1953. Harvard University Press. 1952. $2. 88 pp. 
LC 53-448. 


This is the catalog of the selection of some 550 works, made by dual 
juries representing 4 regions and composed of working artists, from 
7,109 entries submitted by 4,068 artists. There are 55 black and white 
plates. Prices are included in the catalog listing. Paperbound. 











1544 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


25. Nichols, Herbert L., Jr. How to operate excavation equipment. North 
Castle Books (Greenwich, Conn.). 1954. $2.50. 150 pp. LC 53-13225. 


This is a careful, simply written instruction book on the operation of 
such machines as revolving shovels, conveyors, tractors, dozers, tractor 
loaders, dump trucks, graders and rollers, and other earth-breaking and 
moving equipment. The author explains what each machine is designed 
for and what it can and cannot do and how it should be handled to do 
the job most efficiently and safely. Numerous black and white draw- 
ings illustrate the text. Small attention is given to maintenance, 
lubrication, and other aspects of care, but the coverage is thorough so 
far as it goes. The preface promises that ‘Details of mechanical design 
and of specific jobs will be discussed in later books.”’ This manual will 
be useful wherever such equipment is used, particularly where it is being 
introduced to persons not previously familiar with excavation equipment. 


. Orlov, Alexander. The secret history of Stalin’s crimes. Random House. 


1953. $4.75. 366 pp. LC 53-10362. 

A rather complete and very plausible series of explanations of the 
‘volunteered confessions’’ of the old Bolsheviks are given by Alexander 
Orlov, former Soviet Ambassador to Spain, in this study of the Moscow 
trials of 1936-38. Stalin’s motivations and the methods followed in the 
pretrail secret hearings are carefully investigated from firsthand reports 
given by trusted former associates to Orlov after he arrived in Spain 
in 1936. Since he had enjoyed, as a former counterintelligence chief, 
the utmost confidence of some of the defendants as well as some of the 
prosecutors, Orlov’s analysis adds considerably to the testimony concern- 
ing the trials. The reader, however, must remain aware that the evi- 
dence is secondhand and that the author went along with the revolution 
for an extended period of time. Orlov’s break with Stalin came suddenly 
in 1938 when he fled from Spain with his family and came to the United 
States via Canada. Here he has remained in hiding until he negotiated 
with the editors of Life about the publication of this story in 1953. 


7. Rostow, Walt Whitman, and others. The dynamics of Soviet society. 
Norton. 1953. $3.95. 282 pp. 


This book is the result of an intensive study made by a group of 
scholars working in the Center for International Studies at M. I. T 
The findings, which have been integrated and summarized by Mr. 
Rostow, attempt to establish a basis of understanding of Soviet society. 
It traces the evolution of Soviet rule from pre-1917 foundations through 
westward expansion, to the establishment of European satellites, and 
then analyzes the forces tending to hold Soviet society together and those 
tending to create instability and tension. Finally, it takes stock of the 
situation within the Soviet Union as of May 1953, and assesses the 
forces at work shaping the Soviet future. The authors develop the 
theme that, in the evolution of Soviet society, what is left of Marxism 
in Russia is what has been found useful—witb or without modification— 
to support the maintenance and enlargement of power by the regime at 
home and abroad. The transformation of Soviet ideology took place 
step by step, reflecting decisions made in response to particular cir- 
cumstances and problems. 

This is a scholarly work which is hardly easy reading. It is a sober 
book, devoid of emotional appeal yet carrying a message of warning to 
the thoughful reader who seeks to understand the big international 
problem of today in its proper perspective. 


28. Simon, Charlie May (Hogue). Johnswood. Dutton. 1953. $3.50. 249 


pp. LC 53-6090. 

This is a sensitively written book about the life the author, a teacher 
of creative writing shared with her husband, John Gould Fletcher, a 
distinguished American poet, in rural Arkansas. The simple enjoyment 
of the natural surroundings and the neighborly people is reflected repeat- 
edly in Fletcher’s poetry which is woven skillfully into the fabric of the 
book. Shared journeys away from Johnswood, the home which they 
built together and plans for additional journeys introduce a wider range 
of their mutual interests and touch upon the mental illness of the poet 
and his fight to retain his normal outlook. Although this fight is, in the 
end, lost, the wealth of experience which the two had shared led to a 
rediscovery of values which the author has found to be both enjoyable 
and enduring. 
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*29. Thurber, James. Thurber country; a new collection of pieces about males 


and females, mainly of our own species. Simon & Schuster. 1953. 
$3.75. 276 pp. LC 53-9700. 

An assortment of 25 essays, vignettes, and satires most of which origin- 
ally appeared in the New Yorker, these are typical of the work of one 
of America’s most famous humorists. 


30. Torpey, William George. Public personnel management. (Van Nostrand 


political science series.) Van Nostrand. 1953. $5. 481 pp. LC 
53-5462. 

This college text is designed to prepare students theoretically and 
practically for careers in public personnel work. It contains a great 
deal of information about the concept of a nonpolitical civil service at 
local, State, and Federal levels which will be of interest to officials in 
other countries looking toward the establishment of such services in 
their own countries. In certain respects, as in the administration of 
the security programs, the book is already a little dated, but not so much 
so as to recommend against its use. In such matters the treatment is 
factual and without editorial comment. A useful appendix reproduces 
a number of forms, such as form 57, which are currently in use at various 
levels of government for various purposes. 


31. Wallace, Donald H. Economic controls and defense, with a chapter on 


basic problems and policies by J. M. Clark. Twentieth Century Fund. 
1953. $2. 260 pp. LC 53-7962. 

This study, part of a series of four undertaken by the fund in 1950, 
considers the efficiency and effects of production, materials, manpower, 
stabilization, price and wage controls, and rationing. It stresses their 
interrelation with indirect controls on the assumption that in our 
economy indirect controls are preferable and direct controls should be 
used only to supplement them in times of emergency. Other studies 
in this series are Financing Defense, by Albert G. Hart and E. Cary 
Brown (1951, $2), Defense Without Inflation, by Hart (1951, $2), and 
Defense and the Dollar, by Hart (1953, $2). 


*32. Walter, Eugene. The untidy pilgrim, a novel. Lippincott. 1954. $3.50. 


253 pp. LC 53-5417. 

The locale is Mobile, Ala., and a plantation on Bayou Clair not far 
away. The people, the scenery, the conversation, and the cooking are 
genuinely southern. The narrator is the untidy pilgrim of the title, who 
at the opening has just come to the city from a small town 5 miles north 
and whose progress is from adolescence to maturity. The people who 
contribute to his growth are Fiffy, an elderly, pixylated grand dame, 
Philine, her predatory niece, Perrin, the hero’s cousin, and his Uncle 
Acis whose widow, Ada, the hero finally marries. Awarded a first prize 
of $2,500 in the Lippincott fiction prize contest for young novelists. 


*33. West, Jessamyn. Cress Delahanty. Harcourt, Brace. 1953. $3.75. 311 


pp. LC 53-5654. 

A perceptive story of the growing-up of an adolescent girl on a Cali- 
fornia ranch. This is an appealing and entertaining book, written with 
the delicacy and humor that have been evident in the author’s earlier 
work. Some episodes have been previously published in national and 
regional periodicals. 

Children’s books 


34. Peare, Catherine Owens. John Woolman: child of light; the story of John 


Woolman and the Friends. Vanguard. 1954. $3.00. 254 pp. LC 
54-6990 

Woolman, the Quaker leader, emerges in this biography as a great 
spiritual figure of 18th century America. His interests lay not only 
within the Society of Friends, but were closely involved in the question 
of slavery and the colonial wars. As the story of Woolman’s life de- 
velops, the burning political issues of the time are shown from an unusual 
angle. It is interesting to see how, even before the formation of the 
United States certain men were working against human slavery and for 
peaceful settlement of world problems. 

The book is recommended as an interesting study of the Society of 
Friends in their early period, and as a biography of a stirring personality 
in the spiritual life of the United States for high school level. 
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35. Zim, Herbert Spencer. Things around the house. Morrow. 1954. $1.75. 

32 pp. LC 54-5519 

With clear, well-marked diagrams and direct descriptive text, the book 
explains how some household equipment works. A pictured cross- 
section of the house shows gas pipes, water pipes, heating ducts, etc. 
Explanations are given for the doorbell, light bulb, gas stove, refrigerator, 
furnace, toilet, and faucet. Two degrees of reading level in two sizes 
of type are used so that the book ranges from grades 3 to 6. 

This is the kind of technical information for which there are always 
demands from both young people and adults. 

Mr. Srrerpert. Then the additional recommendations of the field 
are used for additional orders for their purpose. 

In Italy I talked with the librarian where they are having a dis- 
cussion whether it should be a humanitarian type of library embracing 
a somewhat wide range of literature that would be somewhat similar 
to a small library in the United States, or whether it should continue 
to have technical books. I raised the question: Why should it be 
either, or why it should not be both; why not take advantage of the 
space? I looked over the books taken out of the Rome library the 
day I was there. I must say all that were taken out were literary 
type of books. Very few technical books. 


BOOK PURCHASE PROGRAM SINCE 1952 


Senator Smirx of Maine. Is the program of purchasing books in- 
creasing or decreasing in comparison with the last year, or the year 
before? 

Mr. Srrersert. Dr. Burdette, would you have a judgment on 
that? 

Mr. Burperre. We will submit it for the record, please. 

(The information referred to follows:) 

The program of purchasing books shows a 12-percent decrease when compared 
between the fiseal years 1952 and 1953. The comparison with subsequent fiscal 


years indicates that the program has continued operating at approximately the 
same level as in fiseal year 1953. 


PLAN TO RESTRICT BOOK VOLUME 


Senator Smiru of Maine. I shall appreciate very much, Mr. Strei- 
bert, if you will give us something for the record on the books, the last 
list submitted, and perhaps the plan for the record which restricts the 
volume of books. 

Mr. Srrersert. You mean the plan I referred to in July 1953? 

Senator Smirx of Maine. Yes. 

Mr. Srrerpert. Yes, that has already been made public in the 
Hickenlooper report. We will be glad to furnish it. 

(The plan referred to follows:) 


INTERNATIONAL INFORMATION ADMINISTRATION, DEPARTMENT OF STATE, INSTRUC- 
TIONS FOR SELECTION AND RETENTION OF MATERIAL IN BOOK AND LIBRARY 
PROGRAM 

I. PURPOSE 


The Administrator’s policy statement on the book and library program dated 
July 8, 1953, as amplified by his statement of July 9, defines the basic principles 
under which this program is to be operated. The following instructions give 
effect to and are to be construed in the light of that statement. 

The Information Center Service operations covered by this instruction include 
(1) the selection and maintenance of publications in the overseas library collec- 
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tions, (2) the selection of publications for presentation to individuals, groups, 
and institutions, and (3) the selection of publications for translation, serializa- 
tion, and condensation with the assistance of the program. 

The information media guaranty program, for conversion into dollars of earn- 
ings from sales of American publications through commercial channels abroad, 
will continue to operate under the criteria already approved in the light of its 
specialized character. 

Il, BASIC TEST 


The basic test, as indicated in the policy statement, is the usefulness of material 
in meeting the particularized needs of the program in the area in question. The 
selection of material will be based on its usefulness in achieving the ends defined 
in the policy statement. As indicated in the policy statement, appraisal of use- 
fulness must begin with and must be based primarily on contents but cannot 
disregard the reputation or standing of the author. 


III, SPECIFIC CRITERIA FOR SBELECTION 


A. Material shall be selected in accordance with the general principles of the 
policy statement and with specific reference to the following primary purposes: 

1. Providing useful information about the United States, its people, culture, 
institutions, policies, problems, achievements, and diverse views on national and 
international issues, including materials suitable to counteract hostile propaganda 
campaigns directed against the United States; 

2. Demonstrating the interest of the United States in other nations, including 
provision of needed scientific and techrécal information; or 

3. Furnishing evidence of the American intellectual, artistic, and spiritual 
heritage, and combatting the charge that our people are lacking in cultural 
background and tradition. 

B. No materials shall be selected which, as judged by their content, advocate 
destruction of free institutions, promote or reinforce Communist propaganda, or 
are of inferior literary quality, as evidenced by salacious, pornographic, sensational, 
cheap or shoddy treatment, or matter inherently offensive. 

C. Works of avowed Communists, persons convicted of crimes involving a 
threat to the security of the United States, or persons who publicly refuse to 
answer questions of congressional committees regarding their connections with 
the Communist movement, shall not be used, even if their content is unobjection- 
able, unless it is determined that a particular item is clearly useful for the special 
purposes of the program. Application of this rule to authors who refuse to 
testify does not mean that they are presumed to be Communists or Communist 
sympathizers, but simply reflects the fact that such action by an author normally 
gives him a public reputation which raises serious questions as to the usefulness 
of his books in the program. This paragraph does not apply to anthologies, other 
compilations, and periodicals which only incidentally include material written by 
persons described above, if the writers included in the entire publication are 
predominantly non-Communist. 


IV. SELECTION OF PERIODICALS 


Subscriptions will be placed for responsible and representative periodicals 
selected on the basis of their overall usefulness in terms of the criteria indicated 
above for books. 

Vv. NO OFFICIAL ENDORSEMENT 


Since the objectives of the program may be promoted by showing American 
democracy in operation through the free discussion of different points of view, 
the inclusion of a book or periodical in the book and library program does not 
imply any official endorsement of the contents or of the author. 


VI. REMOVALS 


Librarians are expected to continue the normal routine of weeding out books 
and periodicals which are outdated, worn out, or deemed to be no longer useful 


VII, ALLOCATION OF RESPONSIBILITY BETWEEN WASHINGTON AND FIELD 


A. Pending the proposed establishment of advisory committees referred to 
in the policy statement, initial selections for United States libraries abroad will, 
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as far as possible, be made in Washington pursuant to field requests from lists 
of available titles 

B. Where selections are made in the field for any program use, field officers 
will be held responsible for complying with the criteria indicated above. All 
doubtful cases shall be refrred to Washington. 

C. Future removals must be referred to Washington for advance approval 
if the responsible field officer believes that the removal is questionable. All 
removals not required to be cleared with Washington in advance must be regularly 
reported with a brief indication of the reason. 

D. As regards periodicals, all subscriptions for American publications are to 
be placed through or cleared with Washington, where a review based on general 
content will be maintained. 

VIII. DISPOSAL 


Items removed from libararies will be disposed of in accordance with applicable 
statutes and regulations, including those regarding disposal of surplus property. 
Book burning will not be tolerated. 


IX. RESCISSION OF PREVIOUS INSTRUCTIONS 


This instruction supersedes all instructions on selection or retention policy 
relative to the book and library program, issued to the field before July 8, 1953, 
except that instructions requiring the removal of specific items by title or author 
remain in effect unless otherwise directed in the course of the reexamination which 
is now being undertaken. 

X. CLASSIFICATION 


This instruction is unclassified and may be shown to any interested person. 


Senator Smirx of Maine. This seems to be a very good place to 
adjourn until tomorrow at 10 o’clock. 
e have just finished the media services. You did not have any- 
thing more? 
Mr. Srrersert. No, we can go on with the others in the morning. 
(Thereupon, at 4:45 p. m., Thursday, May 6, 1954, the subcommittee 
recessed, to reconvene at 10 a. m., Friday, May 7, 1954.) 
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DEPARTMENTS OF STATE, JUSTICE, COMMERCE, AND THE 
UNITED STATES INFORMATION AGENCY APPROPRIA- 
TION, 1955 


FRIDAY, MAY 7, 1954 


Unitep States Senate, 
SUBCOMMITTEE OF THE 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, Hon. Styles 
Bridges (chairman) presiding. 
Present: Chairman Bridges, Senators Ellender, Hickenlooper, and 


Green. 
DEPARTMENT OF STATE 
Unitep States INFORMATION AGENCY 


STATEMENT OF THEODORE C. STREIBERT, DIRECTOR; RAYMOND 
R. DICKEY, GENERAL COUNSEL; AND RICHARD F. COOK, ASSIST- 
ANT DIRECTOR FOR ADMINISTRATION; BEN POSNER, BUDGET 
OFFICER, U. S. INFORMATION AGENCY 


COMPARATIVE SUMMARY OF POSITIONS AND FUNDS 


Chairman Brinces. We will continue the hearings this morning, 
Mr. Streibert. Will you proceed with your summary. The justifica- 
tions will be made part of the record. 

Mr. Streisert. First, let me file a statement and a table to go with 
it which we believe will clear up some of the confusion which was 
caused yesterday with reference to the number of positions and the 
cost for this year against the projected amounts. 

Chairman Brupaes. We will make that a part of the record. 

(The information referred to follows:) 


The comparative summary of permanent positions and appropriations shows a 
total amount of $83,417,000 for 1954. This amount includes nonrecurring items 
of $8,173,058 which should be deducted from the $83,417,000 in order to obtain 
the 1954 net amount of $75,243,942 as a basis for comparison with Fiscal Year 1955 
estimates. (This comparison, however, excludes an additional appropriation 
transfer of $800,000 which occurred on March 9, 1954, subsequent to preparation 
of the President’s budget and subsequent to House action.) The largest of these 
nonrecurring items is $5 million for program liquidation costs, which represents 
payments for terminal leave and related costs based upon provisions of the 1954 
appropriation act (Public Law 207, approved August 7, 1953). 

Similarly, the 1954 column shows 12,815 positions, representing the total 
positions at the beginning of the current year on July 1, 1953. A reduction of 
3,364 positions will have been made by June 30, 1954, reducing the positions for 
comparative purposes to 9,451. This would provide an increase of 524 positions 
over those on June 30, 1954, bringing the total to 9,975 for fiscal year 1955. The 
attached schedule shows a reconcilement of the gross and net figures, both for 
positions and dollars. 
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BACKGROUND OF J. R. POPPELE 


Mr. SrreiBert. Also I would like to state briefly that beginning 
next Monday a new director of the Voice of America will replace Mr. 
Erikson, who resigned to resume his former business connection, his 
commitment being for not more than a year, Mr. J. R. Poppele, of 
New Jersey, is one of the radio pioneers. He started in the business 
in 1922. He has been a chief engineer and a member of the board of 
directors of WOR. He has been a member of the board of directors 
of the Mutual Broadcasting System practically since its inception. 

He was president of the first association of television broadcasters, 
of which the principal network and television broadcasting companies 
were members for the first 3 years of its existence when it later merged 
with the Radio Broadcasting Association. 

He is a highly qualified and fully experienced broadcaster who will, 
I believe, be able to bring his experience to bear on our problems and 
to stay with it, the latter being equally important. 

Now, yesterday we finished with the media services. I would like 
to direct the remarks today to the remaining items. 


ProGRAM DIRECTION AND. APPRAISAL 


Chairman Bripces. Before we continue with the remaining items, 
I will insert at this point in the record the justifications for the activi- 
ties under “Program direction and appraisal.” 

(The justifications referred to follow:) 


OFFICE OF THE DIRECTOR 
GENERAL STATEMENT 


The Director of the United States Information Agency and his Deputy are 
responsible for the planning and execution of the information programs authorized 
by Reorganization Plan No. 8 of 1953, and for the exercise of authorities made 
available to the Director by Executive Orders Nos. 10476 and 10477, issued 
August 1, 1953, pursuant to the reorganization plan, 


Summary of requirements 


- : } : | Increase or 
‘ ac ¢ Q5 » p } 5 eo ‘ 
1953 actual 1954 estimate | 1955 estimate decrease (—) 
Item of expense 


Posi- | t | Posi- | 























Posi- | Posi 
tions | Amount tions | Amoun Hons Amount tions | Amount 
(A) Personal services 12} $148,045 13 | $127,417 13 | $134,159 |...._. $6, 742 
(B) Travel (administrative } 32, 596 |....- 11, ML j.-.-.. 11, 470 j...--- —291 
(C) Travel (attendance at meet- | 
ings) i ae | 6,000 |... . Oe ee 
(D) FICA payments 547 |_. | 195 bat BOD Bidbce dl ddaktcbabnee 
: — _ I i fore —— | 
Subtotal 12 181, 459 13 145, 373 13 161,64 6.5... 6, 451 
(E) Program liquidation costs 7 | 2 Ens SN ee f —2 —2, 410 
Total 12 181,459} 15 | 147, 783 | 13 151, 824 —2 4,041 
i 





Explanation of major items 


(A) Personal services ($134,159).—In addition to the salaries of the Director 
and Deputy Director, this estimate includes funds for 4 professional and 7 secre- 
tarial-clerical positions, and $40,000, compared to $58,500 expended in fiscal year 
1953, for the intermittent employment of consultants in specialized fields. 

No increase in the number of positions is planned for fiscal year 1955. An 
increase of $6,742 in salary costs is anticipated as this Office, operating in this 
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first year of the new agency at a 10 percent lapse rate in personal services expenses, 
should be at full strength with only normal turnover in fiscal year 1955 

(B) Travel (administrative) ($11,470).—The estimate will provide (a) $2 
for 28 trips within the United States for the Director, the Deputy Director, 3 staff 
members and consultants, to confer with private and public officials on matters 
of interest to the Agency’s programs, and (b) $9,134 for 4 overseas trips to review 
and appraise overseas operations of the Agency, to attend public affairs con- 
ferences, and to confer with Agency and embassy officers on top-level policy and 
operational problems. 

The decrease of $291 results from a reduction of 6 in the number of trips within 
the United States estimated for fiscal year 1955. 

(C) Travel (attendance at meetings) ($6,000).—The estimate of expenses incident 
to attendance at meetings within the United States is the same as the limitation 
amount set for this purpose by the Congress in the current appropriation act 
In recognition of the desire of the Congress for careful control of such expendi- 
tures, authority for this type of travel requires special prior approval under the 
following criteria: (a) The organization holding the conference or meeting 
must be a significant one with a legitimate interest in the United States Infor- 
mation Agency programs; (6) there must be assurance that the meeting will be 
concerned with problems of immediate interest to the Agency; and (c) there must 
be assurance that Agency representation at the meeting will be of value to the 
organization and the Agency. 

(E) Program liquidation costs ($2,410).—This amount is estimated for payment 
of terminal leave and related costs in fiscal year 1954. These costs, as a special 
item, are nonrecurring in 1955. 
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ASSISTANT DrrREcTORS FOR GEOGRAPHIC AREAS 
GENERAL STATEMENT 


When the new information organization was established, the Director of the 
Agency selected four Assistant Directors for Areas, to function as his personal 
representative in assigned geographic areas of the world in directing, coordinating, 
and supervising USLs field operations. Each Assistant Director spends a major 
portion of his time overseas in the conduct of continuing inspections and surveys 
of operations abroad and in providing on-site guidance and assistance to public- 
affairs officers under his direction. Each Assistant Director, with the authority 
of the Director, directs media servicing of coutry programs in his assigned area 
and, with a small staff of 2 professional and 2 secretarial employees, each Assis 
tant Director for Area provides necessary coordination of activities carried out 
in the various headquarters elements of the Agency in support of overseas opera- 


tions. 
Summary of requirements 
OR « . Or ti ORK a Increase 
1953 actual 1954 estimate 1955 estimate dinia 
Item of expense 
Posi Pos . Posi Posi 
tions Amount tions A mount tans Amount Senn Amount 
(A) Personal services ; 20 $164, 147 20 $172, 999 $8. 852 
(B) Travel 58, 836 55. R08 2 94] 
(C) FICA payments 300 300 
Subtotal 20 223, 283 20 229, 194 5, 911 
(D) Program liquidation costs 
rotal. -. 20 223, 283 20 229, 194 5, 911 


Explanation of major items 

(A) Personal services ($172,999).—No increase in the number of positions is 
planned for fiscal year 1955. Due to the fact that this part of the organization 
was not initiated nor personnel selected until after the start of the current fiscal 
year, the amount required for salary expenses is $8,854 less in fiscal year 1954 than 
the estimate for full-strength employment in fiscal year 1955. 

(B) Travel ($55,895).—The estimate will provide for travel expenses of assistant 
directors for areas in fiscal year 1955 as follows: 
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Within the United States Overseas 
rips ‘mount Trips A mount 
A 
A KR Ar f $11,000 
Eu Area I 8 12, 540 
Fa : r Area 7 5As 3 11, 910 
N Eastern Area 13 SY6 f 17, 406 
Total tr l, fiseal year 1955 50 039 23 52, 856 


29 


\ decrease of 32 trips at a cost of $2,941 is planned for travel within the United 
States in fiscal year 1955 in anticipation of elimination of need for assistant 
directors’ consultation travel to New York after the Broadcasting Service is 
moved to Washington 


Orrice oF PoLicy aND PROGRAMS 


GENERAL STATEMENT 


The Office of Policy and Programs develops, coordinates, and issues information 
policy and program guidance essential to achieving the objectives of the Agency. 


This Office (a) obtains national and foreign policy from the Department of 








State, the National Security Council, and other Government departments and 
agencies onducts the policy relationships between the Agency and other 
Government departments; (c) receives and processes requests from Government 


agencies for information program support of those agencies; and (d) maintains 
close working relationships with the Operations Coordinating Board of the 
National Security Council 

Utilizing policy information and the Office’s knowledge of foreign attitudes, 
media capacities, and the capabilities of information as an instrument, the Office 
of Policy and Programs determines information policy for the Agency. The 
Office develops and issues policy and program instructions which control the 
content and emphasis for information material produced by the press, motion 
picture, and information center services, radio broadcasting, and by overseas 
posts. 

rhis Office approves country plans prepared by the country missions and pro- 
vides for reappraisal as necessary during the year. It is responsible for program 
planning to provide the necessary sense of direction and proportion to the opera- 
tions of the Agency as a whole; to provide for the selection of ideas and events 
for special emphasis and interpretation to overseas audiences; to effect the proper 
distribution of Ager cy resources to cover the most essential needs; and to establish 
the appropriate levels of country programs and of media support 

The Office represents the Director in advising the Assistant Secretary of State 
for Public Affairs of international information considerations which should enter 
into foreign policy decisions 

The Assistant Director for Policy and Programs also serves as the Director’s 
alternate in attending meetings of the Operations Coordinating Board of the 
National Security Council. Policy and Program officers serve as representatives 
of the United States Information Agency on working groups and panels of the 
Operations Coordinating Board which are established to coordinate the execution 
of national policies 

Summary of requirements 


Increase or 


1953 actual 1954 estimat 1955 estimate decrease (- 
Iter f exper ~ - 
Pos n¢ | POSi- Posi- . Posi- 
tions Amount tions Amount tions Amount tions Amount 
A) Personal services 150 $898, 813 91 $634, 640 91 $668, 277 $33, 637 
B) Travel 51, 520 22, 000 20, 000 —2, 000 
(« FICA payments 1, 669 1, 365 1, 365 be 
Subtotal 150 952, 002 91 658, 005 91 689, 642 31, 637 
D) Program liquidation costs 59 94, 575 4 —59 —94, 575 
Total 150 952, 002 150 752, 580 91 689,642 —59 —62, 938 
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Explanation of major items 

A) Personal services ($668,277).—In the establishment of the new Agency, the 
Office of Policy and Programs was created out of a combination of 2 units of the 
former International Information Agency: the Office of Policy Planning (68 
positions) and the major part of the Office of Field Programs (82 positions The 
combination of functions, with the elimination of duplicating and unessential 
activities, resulted in a reduction of 59 positions in fiscal year 1954. The current 
authorized strength of 91 plus $10,000 for the intermittent employment of 
consultants is planned for continuation in fiscal year 1955 at an added salary cost 
of $33,637 to maintain this level of employment for the full year. The 91 positions 
are distributed among the following functions of the Office: i4 in supervision and 
direction; 9 in plans and review activities; 12 in functional policy and programs 
7 in news policy operations; 40 in geographic area policy planning and programing 
activities; 5 in Soviet orbit matters; and 4 in radio frequency work. 

B) Travel ($20,000).—The estimate will provide (a) $2,300 for travel within 
the United States for such purposes as consultation with United Nations officials 
on matters pertaining to United States Information Agency programs, provision 
of Agency coverage of international conferences held in the United States, and 
travel of consultants; and (6) $17, 700 for nine overseas trips to review implementa- 
tion of policy and program objectives, to discuss methods of improving policy 
guidance to meet USIS mission needs, anc! to attend conferences scheduled during 
the fiscal year. A decrease of $2,000 is planned in connection wit’ travel within 
the United States in anticipation that consultation travel to New York will not 
be required after the Broadcasting Service is moved to Washington 

D) Program liquidation costs ($94,574 This amount is estimated for “pay- 
ment of terminal leave and related costs”’ in fiscal year 1954. These costs, as a 
specific item, are nonrecurring in 1955 


OrriceE OF INTELLIGENCE RESEARCH 
GENERAL STATEMENT 


Specialized intelligence data and research on psychological factors and propa 
ganda problems must be available for use in the development of information 
policies and programs designed to combat communism. Implementation of such 
policies and programs depends upon the preparation of specialized materials 
based upon psychological intelligence research, which are adapted in media and 
field output to expose the purposes of communism. 

This element will devote its time to the development and preparation of 
a) studies measuring the effectiveness of Communist propaganda and of current 
Communist propaganda campaigns; (6) continuing studies of the magnitude of 
the Communist propaganda effort, including reports on the size and facilities of 
foreign propaganda organizations and of the world Communist movement and 
organizations; (c) special estimates of developing propaganda situations and the 
preparation of regular public reaction reports; (d) analyses of foreign public 
opinion polls of current status of foreign public opinion on critical issues; (e) special 
reports required for the purpose of exposing the identity and characteristics of 
Communist leaders; (f) collections of Communist and other propaganda posters, 
pamphlets, leaflets, books, films, and press materials; (g) current psychological 
intelligence in support of fast-moving media such as radio broadcasting and press 
servicing. 

Summary of requirements 


1953 actual 1954 estimate 1955 estimate it 7 ; 
Item of expense 
Posi- Posi Posi- Po 
tions Amount tions Amount tions Amount tions Amount 
) Personal services... 33 $172, 461 33 $196, 392 33 $207, 001 $10, 609 
(B) Travel 1,005 2,059 1, 686 373 
(C) FICA payments 552 400 4100 
— pone 
Subtotal : 33 | 174,018 33 198, 851 33 209, 087 10, 236 
Total 83 | 174,018 33 | 198, 851 33 | 209, 087 | 10, 236 


| | 
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Explanation of major items 


(A) Personal services ($207,001).—No increase in the number of positions for 
intelligence research activities is planned for fiscal year 1955. Internal rearrange- 
ment of staffing has been effected in 1954 creating an increase of $10,609 to support 
this arrangement for a full year in 1955. These internal changes have (a) reduced 
supervision and direction from 9 positions in fiscal year 1953 to 8 in fiscal years 
1954 and 1955; (b) increased geographic area research and intelligence activities 
from 17 to 22; (c) decreased biographic information work from 3 to 1; and (d) 
decreased intelligence acquisition and distribution activities from 4 positions in 
1953 to 2 in 1954 and 1955 fiscal years. These staffing rearrangements should 
result in increasingly effective support from this Offiee to the development of 
policies and programs without requiring any overall increase in staff for intelli- 
gence research activities. 

B) Travel ($1,686).—The estimate, a decrease of $373 from fiscal year 1954, 
will provide funds for overseas travel to improve procedures and standards from 
field procurement of sociological intelligence needed by the Agency. 


Orrice or EVALUATION 
GENERAL STATEMENT 


The Office of Evaluation serves as principal adviser to the Director on evalua- 
tion research and analysis, and is responsible for the development of an evaluation 
program to aid in the planning and implementation of the information programs 
and to determine the extent to which these programs, as planned and imple- 
mented, are succeeding. The Office carries on necessary studies of opinion, 
communications, and media output, assessing results and making appropriate 
recommendations to the Director and top officials of the agency. The Office 
maintains liaison units with the various media services to serve as staff advisors 
to the heads of the services on matters of evaluation research and analysis. The 
Office also provides advice and guidance in the selection of field evaluation officers 
and is responsible for the standards of work to be performed by such officers in 
the field 

FUNCTIONS 


The Office of Evaluation performs the following functions: (a) Provides direction 
of evaluation operations, centralized funds control for contractual agreements, 
and overall supervision for all contractual relationships pertaining to evaluation 
surveys for use in the agency’s operations at headquarters and abroad; (b) main- 
tains liaison with media services and with field evaluation staffs, and analyzes 
field evaluation reports; (c) plans, coordinates and supervises substantive analyses 
of field program reports, including content analyses of media output; (d) maintains 
current knowledge of and relationships with organizations developing new re- 
search advances and techniques, particularly those in the academic field; and (e) 
develops reports in executive form for the use of top officials of the agency, 
including analyses of statistical data, and special studies and reports prepared 
under the direction of the Office of Evaluation. 


Summary of requirements 


Increase or 





1953 actual 1954estimate | 1955 estimate decrease (—-) 
Item of expense - * ; . * . ~ 
Posi- Posi-| 41, Posi-| , Posi- 
tions Amount tions Amount tions Amount tions Amount 
(A) Personal services | 70 | $374, 761 36 | $225, 427 36 | $237,629 $12, 202 
(B) Travel s a Ria. | 9, 091 | 5, 285 5, 052 i — 233 
(C) Evaluation contracts___- | ‘ 534, 435 350,000 |_.....| 550,000 200, 000 
(D) FICA payments_........-.-} .| i, 741 | 705 a } 540 |... —165 
Subtotal - ..| 70} 920,028 36| 581,417| 36} 793,221 | | 211, 804 
(E) Program liquidation costs_._| --- |-- . il | 18, 145 | —11 | 18,145 
| 
—_—_|— fasnmmapelparinemnandipiiih o sil ithe nd a 
Deets oceu. cen agen = | 70 | 920, 028 | 47 


599, 562 36 793, 221 | —11 193, 659 
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, ‘ 
Explanation of major items 


(A) Personal services ($237,629) No increase in staff for evaluation activities 
is planned for fiscal year 1955. It is believed that, with the consolidation into one 
element of all evaluation functions (which, in fiscal year 1953, were scattered 
through the media services), the authorized strength should continue at the re- 
duced level of 36 from the 70 positions required in fiscal year 1953. The staff 
for this office is distributed on the basis of 3 positions in direction and super- 
vision, 4 in field evaluation, 17 in media evaluation and media liaison activities, 
5 in evaluation standards and techniques, 2 in evaluation training and 5 in evalua 
tion utilization The increase of $12,202 is for placing the staff on a full-strength 
basis in fiscal year 1955 

(B) Travel ($5,052) The estimate for travel expenses will provide (a) $3,600 
for travel within the United States for consultation with contractors and private 
evaluation experts with respect to evaluation projects, and (b) $1,452 for overseas 
travel to assist in evaluation projects in the field 

(C) Evaluation contracts ($550,000) In 1954 funds for evaluation contract 
were reduced to $350,000, or $184,345 less than expenditures for this purpose in 
fiscal year 1953. The estimate contains an increase of $200,000 to permit restora- 
tion to the 1953 level in 1955 

The amount of $550,000 requested will be utilized for the following types of 
evaluation contracts as compared to prior years 














lype of evaluation contract Fiscal Fi | 
O35 | yea 4 , 
I. General 
A. Continuing analyses of field reports, quarterly statistical 
reports and semiannual evaluation reports $25, 500 $28, 500 $ 000 
B. Continuing analyses of background communications statist 
distribution of radio sets, literacy rates, distribution and 
circulation of newspapers 26, 500 29, 250 15, 00 
C. Analyzing and developing trends and strengths and weak- 
nesses in the information program 11, 000 14, 2h un 
>. Analyzing raw data from fi 1 studi 21, 5 24, 5K 25, 000 
E. Overall country studies to determine opinions and attitudes, 
communications habits and exposure to USIS materials 38, 000 10, 300 120, 000 
F. Co 1ing appeals studies to determine which appeals would 
be most effective in reaching target groups 25, 000 
G, Continuing audience-size studi to determine extent of ex 
posure to U. 8, Information A ey (VOA 81,410 19, OOO 
H, Continuing analysis and synthesis of commercial research 25, 000 25. 000 
I. Interviews of refugees 48, 950 9, 000 » 000 
J. Evaluation training materials 45, 000 6. 000 
K. Propaganda library 1, 500 1, 50K 1, 000 
L. Effectiveness study 20, 000 
M. Review of research and evaluation in the media services 20, 000 
N. Study of criteria to be used in selection of target groups 15, 000 
Subtotal, general evaluation contracts 839, 360 157, 300 105. 000 
II. Postaudit 
A. Content analysis of Communist—Soviet and satellite—press 
und radio (reactions to VOA 36, 200 36, 000 $6, 000 
B. Content analysis of VOA, to determine if the content of the 
VOA follows the policy objectives of the Agency 29, 000 29, 000 29, 000 
C. Content analysis of USIS (lecal) output 20, 000 
Subtotal, postaudit evaluation contracts 65, 200 65, 000 85. 000 
Ill, Media research 
A. Testing of media products including readability, et 20, 000 34, 700 25, 000 
B. Program testing for VOA—including monitoring and panels 30, 000 10, 000 10, 000 
Subtotal, media research evaluation contracts 50, 000 44, 700 35, 000 
IV. Field research and evaluation 
A. Research and evaluation projects contracted for locally under 
supervision and direction of field research and evaluation 
oflicers 79, 875 &3, 000 125, 000 
Grand total, evaluation contracts 534, 435 350, 000 550, 000 
(F) Program liquidation costs ($18,145).—This amount is estimated for payment 


of terminal leave and related costs in fiscal year 1954. These costs, as a special 
item, are nonrecurring in 1955. 
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Orrice or Private CooPpERATION 
GENERAL STATEMENT 


In recognition of the importance of private initiative and voluntary participa- 
tion in creating world understanding of United States concepts and purposes, 
the Office of Private Cooperation is assigned responsibility to work actively 
with private agencies, such as business, industrial, fraternal, and nonprofit 
groups, having interests and capabilities in creating understanding abroad of 
United States aims. Representatives of the Office are located in Washington, 
New York, Chicago, and San Francisco to develop projects and arrangements 
with such groups 

Private organizations, totaling 811 to date, have cooperated with the Agency 
in 1,390 arrangements resulting in projects for overseas audiences. Among 
these have been letter-writing campaigns; community participation affiliations 
with towns and villages overseas; magazine-collection programs; distribution of 
printed inserts in commercial mail sent overseas and of technical know-how 
pamphlets; institutional advertising; tourist good-will ambassadors orientation ; 
and musical salutes by leading symphony orchestras, nationality groups, and 
college bands and glee clubs for broadcasting over loeal stations in foreign cities. 


Summary of re quirements 


Increase or 


1953 actual 1954 estimate 1955 estimate dowrense (i) 
] xpens 
Posi 7 Posi- Posi- Posi- 
tions Amount tira Amount tions Amount tions Amount 
(A) Personal service 14 $86, 678 29 $143, 939 29 $199, 276 $55, 337 
(B) Travel 6, 466 15, 000 20, 000 5, 000 
C) Special contracts 6, 125 20, 000 30, 000 10, 000 
(D) FICA pay nt 458 435 435 
Subtot 14 99, 727 29 179, 374 29 249, 711 70, 337 
(E) Pro liquidation costs l 3, 600 1 3, 600 
Total 14 OY, 727 30 182, 974 29 249, 711 1 66, 737 
Explanation of major items 
(A) Personal services ($199,276) —The estimate includes funds for 17 profes- 


sional and 12 secretarial-clerical positions, and $4,800 for intermittent employ- 
ment of consultants in specialized fields. Two of the positions are for the chief 
of private cooperation activities and his secretary; 2 are assigned to the super- 
vision and direction of project development and contact promotion operations; 
7 are for the development of special projects and coordination with the media 
services; 6 are for project planning of promotional activities; and 12 are to be 
utilized in the contact promotion work in branch offices located in Washington, 
New York, Chicago, and San Francisco. 

The Ageney intends to give as much emphasis as possible to the enlisting of 
private cooperation in carrying out its programs. However, the staff of this 
Office will be increased from the fiscal year 1953 level of 14 positions to the staff 
strength of 29 planned for fiseal years 1954 and 1955 only as personnel exception- 
ally qualified to undertake this specialized liaison and contact promotion work 
can be located. Therefore, the Office is not expected to be at full strength until 
late in fiscal year 1954. For this reason, a lapse rate of 46 percent is anticipated 
for fiscal year 1954 when man-year employment will be low. But, in anticipa- 
tion of full-strength operations throughout fiscal year 1955, only a normal turn- 
over lapse of 3 percent has been applied and an increase of $55,337 in requirements 
for salary funds has been projected for the coming year 

(B) Travel ($20,000).—The estimate will provide (a) $15,300 for 153 field trips 
within the United States in fiscal year 1955—an increase of $5,000 and 50 trips 
over fiscal year 1954 commensurate with full-scale operations in the coming year— 
for purposes of carrying out necessary promotional contacts with private enter- 
prise and public and private nonprofit groups, for planning and coordinating 
programs among the 4 branch offices, and for travel of consultants; and (6) $4,700 
for 2 overseas trips for purposes of observing the overseas effectiveness of private 
cooperation programs, and for assisting USIS officers in enlisting participation in 
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their areas by American businessmen and professional and cultural groups to 
initiate private cooperation programs. 

(C) Special contracts ($30,000).—The amount requested will be used for such 
nurposes as (a) preparation and production of promotional and presentation ma- 
terials to stimulate voluntary private participation; (b) to provide limited financial 
assistance to nonprofit organizations to assist in publication of booklets on tourist 
orientation, and to enable continuance of letter-writing campaigns; (c) to provide 
limited financial assistance to spark private development of costly private projects; 
and (d) to obtain data from trade journals, magazines and reference works neces 
sary for research of potentials of cooperating companies or organizations 

(E) Program liquidation costs ($3,600 This amount is estimated for ‘‘payment 
of terminal leave and related costs’’ in fiscal year 1954. These costs, as a special 
item, are nonrecurring in 1955 


RESTORATION REQUESTED 


Mr. Srrerrert. Under “Program direction and appraisal,” is a 
total of $611,000 for restoration. The two largest items are at the 
bottom. Restoration for the “Office of private cooperation’ of 
$150,000 is primarily for staff to elicit the help of private business in 
carrying on public relations activities in the foreign field. 

We feel that it is a oreat potential In getting business and private 
organizations to carry a much larger part of the load, of making the 


United States understood in these foreign countries. 


PREPARED STATEMENT OF SENATOR MUNDT 


Chairman Bripcts. I want to make Senator Mundt’s statement 
a part of the record here at this point. 
The statement referred to follows:) 


STATEMENT BY SENATOR KARL E. MuNptT ON THE UNITED STATES INFORMATION 
AGENCY 


ing itself soon with the several 





Mr. Chairman, the Senate will be concer 
appropriation bills coming to us from our Appropriations Committee which are 
designed to carry out the President’s budget proposals. The President and his 
Bureau of the Budget have done a remarkable job in reducing requests for funds 
previously submitted by the departments and agencies in order that our Nation 
can operate on a sound financial basis 

In one instance that I am aware of, the President has seen fit to provide a slight 


increase in the operating funds of one of our most important agencies, the United 
States Information Agency Last year the President reorganized the entire 
overseas information program and combined these activities into one Agency 
with a director responsible to the National Security Council. Many of the 


recommendations made by our Special Subcommittee on Oversea Information 
Programs of the Senate Foreign Relations Committee were incorporated in the 
President’s reorganization plan or have subsequently been effected by the Director 
of the United States Information Agency 

One thing our subcommittee thought most important in the operation of the 
overseas information program was that adequate appropriations must be provided 


to carry out the mission assigned to it by the President. If this Agency is to 
become effective in reducing tensions and strengthening our free coalition of 
friendly nations, it must have adequate funds \n effective, dynamic information 


program can be one of our strongest weapons in the struggle for freedom and peace 
The new Agency needs and deserves full support, both moral and financial. The 
money it seeks is but a modicum of the billions we are spending for the Defense 
Establishment and military and economic aid. Yet its potential for creating 
mutual understanding is enormous 

Our information program overseas must be reeognized and accepted as an 
instrument of national policy for safety and defense in just the same way that we 
have been forced to provide for substantial armaments and for foreign economic 
aid and military assistance to our allies. 
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The new Director, Mr. Theodore Streibert, has impressed me as being a 
dedicated person, dedicated to the purpose of telling the story of America to 
audiences overseas in such a way that mutual respect and understanding will be 
increased. Mr. Streibert has a capable staff to assist him in the direction of this 
organization which operates in 77 countries besides broadcasting to the peoples 
behind the Iron and Bamboo Curtains. 

This Nation must associate itself with the legitimate aspirations of other nations 
for peace, freedom and progress which coincide with our own. If we can convince 
other peoples that we have similar objectives, and that our actions support their 
goals as well as ours, it means that we can extend this free coalition of friendly 
nations more widely and thus keep free nations the more closely associated with us. 

I believe that the United States Information Agency has already demonstrated 
that it is carrying on an effective information program, making our policies under- 
stood and interpreting our motives and objectives to the free world. If we can 
achieve this, while maintaining a position of strength, then I believe our policies 
and actions will serve to reduce tension in the world and thereby encourage the 
maintenance of peace. 

The forees of communism are on the loose. We must aggressively combat 
vicious, lying Communist propaganda. The Communists are spending vast 
sums, estimated to be upward of $1 billion, in propaganda activities abroad. 
We don’t need to attempt to match their vast expenditure of funds for we are 
making significant gains in winning the support of millions of people in the free 
world by providing factual, truthful news about our Nation. The very frenzied 
attempt by the Communists to diseredit the activities of the United States 
Information Agency is proof of the effectiveness of our international information 
program 

These critical times require that we should fully support the President’s request 
of an appropriation of $89 million to carry out the overseas information program 
for the next fiscal year. We cannot risk, we cannot gamble on any letup in the 
cold war. With rapidly changing situations through the world such as in the 
Far East, the President must have some flexibility within an adequate appropria- 
tion to shift our information forces, to exploit a particularly good issue, and to 
maintain the hopes for liberation of those foreed under communism. 


OFFICE OF PRIVATE COOPERATION 


Mr. Srrerpertr. In other words, this kind of expenditure, the 
Office of Private Cooperation, would result in much benefit if it can 
be used effectively. 

We are particularly anxious to organize private business in the field 
where it is to their stockholders’ interest to improve the climate of 
conducting United States business in these areas. 

We have been successful so far in many ways in eliciting private 
cooperation. 

We want now to direct it much more concentratedly country by 
country where there are American businesses operating. 


OFFICE OF EVALUATION 


The only other substantial item is almost $400,000 for the Office of 
Evaluation and Research. That is primarily for research studies to be 
farmed out to individual organizations along the general lines recom- 
mended by a recent report on our research and evaluation operations 
by an independent committee, headed by Dr. Wilbur Schramm of 
the University of Illinois. 

We have, in accordance with those recommendations, now central- 
ized all our evaluation in Washington. Instead of having evaluation 
attached to each of the media, and thereby responsible to the media 
which was being evaluated, evaluation is now responsible to a director 
in Washington, who in turn is responsible to me. 
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Now, this is a responsible field. The question whether to evaluate 
quantitatively the work of this information agency is not resolved. 
We don’t know to what extent we really can judge the work and 
effectiveness of our information work country-by-country or media- 
by-media. 

We think we should continue to try to find out. We believe we are 
better organized than previously to make use of such material 

Secondly, this includes research in the field of how best to conduct 
our operations so as to produce the maximum impact on public opinion 
in a country. 

Therefore, it operates to direct our expenditures in the most efficient 
manner. 

The other items are minor and miscellaneous in character. In my 
explanation I have accounted for about $550,000 of the $611,000 
under this heading. 


ESTIMATE FOR EVALUATION PROGRAM 


Senator HickENLoopER. May I ask you on this evaluation matter 
what you are asking? 

Mr. Srreipert. We are asking for $793,000, total for fiscal year 
1955. 

Senator HickeNLoopmEr. That is a $400,000 increase? 

Mr. Srrerpert. No; that is over the House side. It is an increase 
of $200,000 over the existing fiscal year 1954 level. 

Senator HickENLoorER. The House allowed $400.000; is that right? 

Mr. SrrerBert. Yes, sir; as against $600,000, roughly, that is now 
being spent. 

HOUSE ACTION 


Senator HickenLoorrer. The House cut you almost $200,000 under 
this year’s allowance? 

Mr. Strerpert. Yes. That compares with $920,000 spent in 1953 

Senator HickENLOoPPR. Your estimate for 1955 is $793,221; is that 
right? 

Mr. Srreispert. That is correct. 

Senator HickenLoorerR. And the House allowed $400,000? 

Mr. StreIBeRT. Yes, sir. 


JUSTIFICATION OF INCREASE REQUESTED FOR EVALUATIONS 


Senator HickenLoorer. What do you propose to do with the extra 
$393,221 if approved by this committee? 

Mr. Srrerpert. A series of types of evaluation contracts; overall 
country studies to determine opinions and attitudes, community 
habits, and exposure to USIS materials; continuing of field studies to 
determine which appeals will be most effective in reaching target 
groups; continuing audience-size studies to determine extent of expo- 
sure to Voice of America; listing raw data from field-initiated studies; 
continuing analyses of bac ‘kground communication statistics, such as 
the distribution of radio sets, literacy rates, distribution and circula- 
tion of newspapers; and then analyses of filed reports, quarterly 
statistical reports, and semiannual evaluation reports. 

On post audit, the types of studies would be on the content and 
analysis of Communist, Soviet, satellite press and radio, including 
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reactions to Voice of America; content analyses of Voice of America 
programs, content analysis of USIS local output. 

There is a rather large increase for research and evaluation projects 
contracted for locally in the filed under the supervision and direction 
of our field officers. 


INCREASE FOR OUTSIDE RESEARCH CONTRACTS 


Now, I would like to point out, too, that this increase does not 
provide for any increase in personnel staff. It is entirely for research 
studies. 

The staff planned for 1955 shows an actual decrease to 36 from the 
maximum in 1954 of 47, and I think the going rate is about 36, or will 
be by the end of this year. 

Senator HickENLooPER. How are you going to use that much more 
money without increasing the staff? 

Mr. Srrerpert. We contract it out, sir. 

Senator HickeNLoopgerR. You mean the staff employed by your 
agency will not be increased, but there will be additional people put 
to work? 

Mr. Srrerpertr. We contract with universities and private research 
organizations around the world. 

Senator HickenLooper. Do you have a central clearing house for 
that? 

Mr. Srrerpert. Yes; I said that we have centralized all of this in 
Washington now. Formerly it was spread through the different 
media. 

Senator HickenLooper. In other words, you do not have a group 
of people on a project of their own without collating their information. 

Mr. Srrersert. That is correct. 


COMMENTS ON EVALUATION PROGRAM 


Senator HickeNnLooper. I have been greatly interested for a couple 
of years or longer in this evaluation program. I am not so certain 
that it has worked too well, but I think it should. I would rather 
strengthen it than weaken it, because I think it can give the answers 
if it is artfully and professionally done. 

Mr. Srretpert. We are trying to make a complete survey of all 
results of this type of research done by us and by universities in this 
community field to determine whether we are making full use of the 
results that are already known. 

Senator HickENLOoPER. Have you gone more extensively into 
analyses on the ground, such as we have here in this country, by people 
who know what the background of the people they are evaluating 
might be? 

To make that clear, I might say that I doubt very much that any 
American university can analyze from this distance what the impact 
may be in Yucatan. You have to have people that know what the 
Yucatan people think and what their reactions are. 
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FUNDS ALLOCATED FOR LOCAL CONTRACTS 

Mr. Srruispert. That is why | said that $125,000 is for field research 

and evaluation, which is contracted for locally. It is supervised and 
directed completely locally, to serve and evaluate the local interest. 


ADMINISTRATION AND STAFF SUPPORT 


Chairman Bringrs. At this point in the record we will show the 
justifications submitted for the activities under “Administration and 
staff support.” 

(The justifications referred to follows:) 


OFFICE OF THE GENERAL COUNSEL 
GENERAL STATEMENT 


The Office of the General Counsel was established with the inception of the 
new Agency When the information programs were a part of the Department of 
State, legal advice was obtained through administrative support arrangements 
with the Office of the Legal Adviser in the Department. The summary of re 
quirements shown below reflects the cost of these administrative support services 
in the fiscal year 1953 column so that proper comparison may be made for the 
3-year period. 

In the new organization, the Office of the General Counsel is directly respons- 
ible to the Director for the legal affairs of the Agency. This Office advises the 
Director and key officials on the meaning and intent of all laws, regulations, and 
executive orders which authorize the Agency’s programs or relate to their admin- 
istration. This Office counsels Ageney officials on authorities available to them 
and the limitations thereon, and on legal implications of proposed courses of 
action. The Office of the General Counsel also assists in the drafting of proposed 
legislation, executive order proposals, regulations, contracts, leases, and similar 
materials having legal significance. 


Summary of requirements 


1953 actual 1954 estimate 1955 estimate _ 
Item of expense 
Posi- Posi- | Posi Posi es 
tions Amount tions Amount tions Amount tion Amount 
(a) Personal services 5 $32, 241 9 $68, 352 9 $73, 622 $5, 270 
(b) Travel 4, 000 5, 000 1, 000 
(c) FICA payments 135 135 
Subtotal. ... 5 32, 241 9 72, 487 9 78, 757 6, 270 
(d) Program liquidation costs 
Total > 32, 241 9 72, 487 9 78, 757 6, 270 


Note.—Subsequent to the printing of the President's budget to the Congress, the function of congressional 
liaison, totaling 5 positions, has been transferred from the Congressional and Public Information Staff to 
the Office of the General Counsel. However, to ccnform with the President’s budget, these 5 positions are 
not shown under this Office but are still included in the section for the Congressional and Public Information 
Staff. 


Explanation of major items 

(a) Personal services ($73,622 The fiscal year 1953 support reimbursement 
covered 5 positions to render day-to-day legal services and did not include pay- 
ment for legal direction and supervision or for administrative-legal advice. When 
the Agency was established, support arrangements for legal services were dis- 
continued; the 5 support positions were converted to direct Agency operation; 
the positions of General Counsel and a secretary were added; and 2 attorney 
positions and 1 secretarial position were added to provide a total staff of 9 posi- 
tions for the Office of the General Counsel. This staffing pattern is also proposed 
for fiscal year 1955, and an increase of $5,270 will be needed for full-strength 
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employment in the budget year. The staff of 9 includes a General Counsel, 
5 attorney positions, and 3 secretarial-clerical positions. 

(b) Travel ($5,000).—The estimate will provide (a) $1,900 for travel within 
the United States for legal consultations on contracts and related matters, and 
(6) $3,100 for 3 overseas trips on legal matters relating to contract negotiation 
or modification and to permit the General Counsel to be conversant with the 
types of legal problems encountered overseas. 


EXECUTIVE SECRETARIAT 
GENERAL STATEMENT 


The Executive Secretariat, acting in a staff capacity, controls the flow of com- 
munications and documents to and from the Director and Deputy Director, and 
receives, controls, and distributes all incoming communications for the nonmedia 
elements of the Agency. The Secretariat checks material for the signature or 
approval of the Director and Deputy Director, assuring that proper clearances 
have been obtained, that content conforms with policy and program objectives, 
and that continuity with past actions is maintained. The Secretariat assigns 
action responsibility on material sent to the Director, and maintains necessary 
controls for followup on action assignments; prepares briefs and digests of infor- 
mational material for the Director and other Arcency officials; and reviews all 
outgoing Agency communications assuring that there has been proper coordina- 
tion and clearances and conformance with Agency standards and instructions. 


Summary of requirements 


l ; | 
953 actus O54 esti y 4 “scttweos, |  icrease, or 
| 1953 actual 1954 estimate 1955‘estimate decrease (—-) 
} 


Item of expense ‘ae 


| Posi- rami. Non >osi- 
} Posi | Amount Posi Posi Posi 


| 
i | 5 

| tions | tions Amount | tions Amount tions Amount 
nese a |__| caine 
(a) Personal services. } 15 $67, 283 | 18 | $79,957 18 $84, 230 aol $4, 273 

(6) FICA payments 325 270 | 270 | Lae 
Subtotal_. 4 15 67, 608 18 80, 227 18 84, 500 4, 273 
(c) Program liquidation costs .... 1 983 ‘ —1 —983 
Total i 15 67, 608 | 19 81, 210 18 84, 500 —1/ 3, 290 


Explanation of major items 


(a) Personal services ($84,230).—When the Agency was established, scattered 
secretariat-type functions totaling 15 positions in the old organization were con- 
solidated into an Agency-level Secretariat, and three clerical positions were added 
to process outgoing communications, replacing a service formerly provided by 
the Department of State. The new Executive Secretariat of 18 positions consists 
of (a) a Staff Unit of 2 professional and 4 clerical positions; (b) a Correspondence 
Review Unit of 3 professional and 1 clerical position; and (c) a Staff Message 
Center of 1 professional and 7 clerical positions. This pattern is proposed without 
change for fiscal year 1955, with an increase of $4,273 to cover additional salary 
costs when employment will be at authorized strength on a full-year basis. 

(c) Program liquidation costs ($983).—This amount is estimated for ‘payment 
of terminal leave and related costs” in fiscal year 1954. These costs, as a special 
item, are nonrecurring in 1955. 


CONGRESSIONAL AND PuBLic INFORMATION STAFF 
GENERAL STATEMENT 


The Congressional and Publie Information Staff is the focal point in the Ageney 
for those activities which provide Congress and the United States public with 
required information on United States Information Agency programs. This staff 
is attached to the Office of the Director where it may best serve the information 
needs of the Congress, the general public, press, radio, television, publishing 
agencies, and private organizations. In addition, this staff supplements the per- 
sonal relations of the Director with the Congress and serves as adviser to the 
Director on public relations matters, supervising arrangements for speeches; pre- 
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paring informative articles; answering congressional, press and other inquiries; 
and furnishing press, radio, television, and other materials as required. 

In the old organization, this staff had an authorized strength of 14 positions, 
supplemented by 6 administrative support positions in the publie affairs area of 
the Department of State where responsibility for the Department’s total domestic 
public liaison function was located and where a major part of the writing and 
editorial work was performed. With the inception of the new organization, and 
under the authority of section 3 (f) of Executive Order No. 10477, August 1, 1953 
Agency responsibilities for domestic public liaison were added to the functions of 
this staff, together with the writing and editorial work formerly obtained under 
administrative support reimbursement. As a result, the full range of activity 
described in the paragraph above is directly responsive to the Director of the 
Agency, and administrative support arrangements with the Department of State 
have been discontinued. The summary of requirements below and the object 
class tables which follow reflect a consolidation of the cost of direct and support 
services in the fiscal year 1953 column so that proper comparison may be made for 
the 3-year period 

Nore.—Subsequent to the printing of the President’s Budget to the Congress, 
the title of this office has been changed to ‘‘Public Information Staff’? and the 
function of congressional liaison, totaling five positions, has been transferred to 
the Owfice of the General Counsel. However, to conform with the President’s 
budget, these 5 positions are included in this staff and are not included in the see- 
tion for the Office of the General Counsel 


Summary of requirements 


1953 actual 1954 estimats 1955 estimate Increase, or 


decrease 
Item of expense 
Posi- Posi- Posi- Posi 
tions Amount tions Amount Rona Amount tions | “mount 
(a) Personal services 20 $98, 138 15 $95, 574 15 $08, 414 $2, 840 
(b) Travel 863 6, 000 6, 000 
(c) Printing and reproduction 10, 000 30, 000 20, 000 
(d) Speci al contracts 40, 000 70, 000 30, OOO 
(e) FICA payments 434 225 225 
Subtotal 20 99, 435 15 151, 799 15 204, 639 52, 840 
(/) Program liquidation vosts 3 4,177 3 4.17 
Total 20 99, 435 Is 155, 976 5 204, 639 3 48. 663 


Explanation of major items 

(a) Personal services ($98,414). —Consolidation of direct and support services 
in connection with congressional and public information functions permitted a 
decrease in staff from 20 in fiscal year 1953 to 15 in fiscal year 1954. These 15 
positions are proposed for fiscal year 1955 with an increase of $2,840 to cover 
estimated salary costs when the full employment strength should prevail. The 
staff of 15 includes 2 professional and 2 secretarial-clarical positions for direction 
and supervision; 2 professional and 2 secretarial-clerical positions for congressional 
liaison; 3 professional positions and 1 secretarial position for press, radio, and 
television liaison; and 2 professional positions and | secretarial position for writing 
and editorial services 

(b) Travel ($6,000) —The estimate will provide for overseas travel incident to 
the provision of official escorts 

(c) and (d) Printing and reproduction ($30,000) and special contracts ($70,000). 
The total of $100,000 estimated for fiscal year 1955 will provide special materials 
and services needed in furnishing the American public with reports and informa- 
tion on the activities and policies of the United States Information Agency. 
These will include printing and distribution of pamphlets on the program; prepara- 
tion and reproduction of film briefings; reproduction of certain reports to the 
Congress; contractual arrangements for newspaper clipping service; develop- 
ment of exhibits illustrating various aspects of the information program; estallish- 
ment and mainvenance of mailing lists of press, private organizations, and indi- 
viduals requesting information from the Agency; and related materials designed to 
improve the performance of the Agency’s responsibility for reporting to the 
American public. The $50,000 provided for fiscal year 1954 was not made avail- 
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able until the last half of the current year; the proposed increase of $50,000 for 
fiscal year 1955 will permit the continuation of the same level for a full fiscal year 
period. 

(f) Program liquidation costs ($4,177).—This amount is estimated for “payment 
of terminal leave and related costs” in fiscal year 1954. These costs, as a special 
item, are nonrecurring in 1955. 


Unrrep Srarges Apvisory CoMMISSION ON INFORMATION 
GENERAL STATEMENT 


The United States Advisory Commission on Information was created by section 
601 of Public Law 402, 80th Congress. Section 602 (1) of the law authorizes 
provision of necessary assistance for the Commission, and a Secretariat has been 
established within the Agency for this purpose. This Secretariat informs Com- 
mission members on program matters so that the Commission may appraise the 
effectiveness of the operation and make recommendations to the Director and 
the Congress. The Secretariat also assists in the preparation of the quarterly 
reports of the Commission to the Director of the Agency, and the semiannual 
reports to the Congress, which are required by Public Law 402; and maintains 
liaison between the Agency and the Commission and between the Commission 
and private groups with which it works. The Secretariat provides services 
for meetings of the Commission, and its advisory committees, which are held 
approximately every 2 months. 

Section 801 (b) of Public Law 402 authorizes the creation of “such advisory 
committees as the Director may decide to be of assistance in formulating his 
policies for carrying out the purposes of this act.’’ Two advisory committees 
have been established—the Broadcasting Advisory Committee, and the Com- 
mittee on Books Abroad. Commission members serve as chairman of these 
advisory committees. 

Summary of requirements 


Increase or 





1953 actual 1954 estimate 1955 estimate 
decrease (—) 
Item of expense - - - — peveecnnsnp 
Posi- Posi- Posi- Posi- 
tions Amount tions Amount tions A mount tions Amount 
(a) Personal] services y $42, 113 6 $33, 301 | 6 $33, 301 
(6) Travel 3, 165 2, 000 2, 000 
(c) FICA payments ‘ 86 90 90 
Subtotal 9 45, 364 6 35, 391 6 35, 391 : 
(d) Program liquidation costs , 3 | 3, 778 } —$3, 778 
Total 9 45, 364 9| 39,169 6 35, 391 3,778 
! ' ' 
Explanation of major items 

(a) Personal services ($33,301).—The 1954 reduced staff is proposed for continua- 
tion in 1955. 

(6) Travel ($2,000).—The estimate will provide for travel within the United 
States by Commission and committee members to attend meetings and to work 
with the staff of the Secretariat. No overseas travel by Commission members is 
planned for fiscal year 1955. 

(d) Program liquidation costs ($3,778).—This amount is estimated for “pay- 
ment of terminal leave and related costs’’ in fiscal year 1954. These costs, as a 


special item, are nonrecurring in 1955. 
OFFICE OF SECURITY 


GENERAL STATEMENT 


The new Office of Security was established with the inception of the United 
States Information Agency. When the information program was a part of the 
Department of State, security services were obtained through administrative 
support arrangements with the Office of Security in the Department. The 
“Summary of requirements’ below reflects the cost of these administrative 
support services in the fiscal year 1953 column so that proper comparison may be 
made for the 3-year period. 
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In the new organization, the Office of Security is directly responsible to the 
Director for the direction and execution of all security operations of the Agency, 
and the former administrative support arrangements with the Department of 
State have been discontinued. Numerous classified documents are handled in 
the operations of the information programs and materials are used and consulta- 
tions held on international policies which, if divulged to unauthorized persons, 
could in many instances imperil the safety of the country. The Agency’s Office 
of Security has therefore been established (a) to develop and maintain standard 
for and to supervise all phases of physical and documentary security; (6) utilizing 
reports of field investigations conducted by the Civil Service Commission and the 
Federal Bureau of Investigation, to evaluate and make determination on the 
security of applicants for employment in the Agency; (c) to make investigation 
and recommendations on cases where employee security has been questioned; 
d) to represent the Director in relationships with other Government agencies on 
security and investigative matters; and (e) to conduct investigations and render 
advisory opinions on any matters of security which the Director or other authorized 
officials may specify. 

Summary of requirements 





1953 actual 1954 estimate 1955 estimate Incr ’ 
Item of expense 
Posi Posi Posi- P 
mo nount nount 
tions Amount tion A mou tio A mou ti \ 
1) Personal services 61 | $277, 727 71 | $366, 977 71 | $389, 706 $22, 729 
h) Travel 14, 318 23, 000 23. 000 
Security investigations 439, OR7 321. 310 460, 000 138. 690 
i) FICA payments 915 1. O65 1. 065 
Subtotal 61 732, 047 71 712, 352 71 873, 771 161, 419 
(e) Program liquidation costs 
rotal 61 732, 047 71 712, 352 7 873, 771 161,419 
Explanation of major items 
(a) Personal services ($389,706 In setting up the Agency’s Office of Security, 


61 of the 71 positions required to staff the operation were converted from 
vious administrative suppcert arrangements with the Department of State, and 
10 additional positions were included to provide for supervision and records con 
control. The 1954 authorized strength, proposed without change for fiscal year 
1955, provides (a) 5 positions fcr supervision and direction; (b) 5 fcr records 
control, 22 for the essential physical security of broadcasting and media services 
13 for Agencywide planning and execution of physical security operations, 12 for 
personnel security matters, and 14 for internal investigation work. 

An increase of $22,729 is anticipated to cover additional salary costs in the 
budget year when full-strength employment should prevail 

(b) Travel ($23,000) —This estimate will provide (a) $6,200 fer investigati 
travel and for inspection of security performance at transmitter sites in thi 
country; and $16,800 for 8 overseas trips on security matters cf concern to the 
\gency. 

e) Security investigations ($460,000 Under the provisions of Public Law 
102, a full field investigation and review is obtained for all Americans selected 
for employment in the domestic and overseas establishments of the Ager 
These field investigations are conducted by the Civil Service Commission a 





reimbursement r of $230 per case | ‘perience factor developed wv e the 








program was in the Department of State, indicate an average of 3 invest 
indertaken per position to be filled. On this basis the estimate provides for 
2,000 field investications, based on antici ed acencywide turnover in em} 

d new positions in the budget vear 


ment and necessary recruitment for propose 





Orrick OF ADMINISTRATION 
GENERAL STATEMENT 


rhe Office of Administration provides central management, personnel, budget 
fiscal, and administrative services for the Agen and is responsible ) 
Director for insuring effective management and administration of the United 
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States Information Agency to meet the requirements of progr#m planning and 
execution. The Assistant Director for Administration is the principal adviser 
to the Director on policy matters from the standpoint of administrative feasibility 
and available resources. 

During the period that the information program was an agency within the 
Department of State, administrative functions were coordinated within the 
Information Administration’s Office of Management, but final administrative 
decision and performance of most administrative functions was accomplished by 
the appropriate office of the Department of State through reimbursement. The 
Administrator, while responsible for the execution of the information program, 
did not have commensurate authority for final administrative decision and did 
not supervise performance of administrative functions in support of the program. 
In the United States Information Agency, the Director is assured, through the 
Office of Administration, the executive control necessary for the conduct of 
management and administration in accordance with his directives and in a manner 
than can best serve the needs of the information program. 

The organization of the new Office of Administration has made possible a 
decrease from 1953 to 1954 of 116 positions and a savings of $495,292 in the 
requirements for the Agency-level headquarters activities in the field of adminis- 
tration, as shown in the following table: 


. : 
1954 after | 1954 increase or 


| 
1953 before | 
| reorganization reorganization decrease ( 
Type of headquarters administration operation —| | _ - 
Posi- Posi- | Posi- 

tions} Amount | tions} A™Mount | tions | Amount 
Direct operations 112 $705, 553 204 |$1, 972, 676 182 | $1, 267,123 
Reimbursable support operations. 400 | 2, 583, 784 162 821, 369 298 |—1, 762,415 
Total headquarters administrative operation 572 | 3, 289, 337 456 | 2,704,045 |—-116 —495, 292 


The administrative support section of the budget document provides details 
regarding the specific administrative support arrangements which the Agency 
will continue for reasons of administrative feasibility or economy of operations. 
In general, the Information Agency has taken over all central administration, 
but is continuing reimbursable arrangements with the Department of State for 
such headauarters services as worldwide telegraph operations, dispatch-agencyv 
assistance in the overseas shipment of official materials and household goods and 
effects, reproduction and graphics services, translating and interpreting work, 
and backstopping of administrative support rendered to overseas operations of 
the Agency 

Tne 1953 column of the “Summary of requirements’ table which follows 
includes both: (a) Direct administrative costs, and (b) the amounts representing 
the conversion of administrative support functions performed in the Department 
to direct operations in the Agency, in order that proper comparison may be made 
for the 3-year period. 

Summary of requirements 


. “ . ¥ Increase or 
ORS > . ¢ if » ¢ > O55 »< g » . 
1953 actual 1954 estimate 1955 estimate decrease (—) 


Item of expense —_—— - —— ; a . 


Posi- Posi- Posi- Posi- 
tion Amount tion Amount tion | Amount | tion | Amount 
Personal services 342 |$1, 545, 069 294 $1,457,066 | 294 ($1, 561, 064 | $103, 998 
Travel 63, 476 40, 000 75, 000 | 35, 000 
Other administrative expenses 439, 830 471, 200 | 491, 200 | 20, 000 
FICA payments 4, 319 } 4, 410 | 4, 410 mer 
Subtotal 342 | 2, 052, 694 204 1,972,676 | 204 | 2,131, 674 158, 998 
Program liquidation costs... > 5 13, 670 | af —5 —13, 670 
Total, Office of Adminis- | | 
tration... 342 | 2,052, 694 299 | 1, 986, 346 204 | 2,131, 674 —5 145, 328 
! | | | | 
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Explanation of major items 

(1) Personal services ($1,561,064) The same level of staffing authorized for 
1954 is proposed for 1955. Delays in filling positions in the new office created a 
lapse of $103,998 in 1954 salary costs which will be required in 1955 when only 
normal turnover in full employment strength is anticipated. The following 
table provides a 3-year comparison of positions by function in the Office of Ad- 
ministration : 


Administrative function 1953 Change wes I 

Overall supervision and direction 10 2 S 
Management services 23 6 17 
Budget operations 38 6 3 
Fiscal operations wn +18 @R 
Personnel operations 92 14 78 
Central administrative services 

Supervision and direction 1! 6 

Allotment control 5 

Procurement and property management 38 6 32 

Travel and transportation ) ) 

Space management 12 2 10 

Communications and records 4 24 30 

Total, administrative functions 342 48 204 
(2) Travel ($75,000).—The estimate will provide (a) $5,000 for travel within 


the United States primarily for fiscal audit, contract procurement, and personne! 
recruitment; and (6) $70,000 for overseas travel to work with public affairs officers 
and embassy administrative officers on problems cf administrative support of 
USIS programs, manpower utilization, country program budgeting, financial 
reports, procedures, fiscal inspections, and other administrative activities. An 
increase of $45,000 is requested to cover (1) travel costs incident to progressive 
development of the new internal audit program cverseas, including installation 


and testing phases and an increased tempo of overseas audits; (2) 1 additional 
trip for personnel utilization work; and (3) 1 additional trip for administrative 
support survey work overseas. ‘The total increase for the Office is reduced to a 


net of $35,000 by elimination of $10,000 in demestic travel in anticipation that 
administrative consultation travel to New York will no longer be required when 
the Radio Broadcasting Service is moved to Washington 

(3) Other administracive expenses ($491,20C)—The estimate will provide for all 
headquarters needs in connection with miscellaneous administrative supplies, 
materials, and other contractual services at relatively the same level as 1953 
An increase from 1953 to 1954 of approximately $50,000 for communications 
services bas been necessary to meet mandatory payments for penalty mail, 
(Public Law 286, 83d Cong.) which is required of all Government agencies for the 
last 3 quarters of the current fiscal year and for all subsequent years. The 
$20,000 increase in 1955 permits provision for this same item on an annual basis 
Listed below are the expenses under this item for the 3-year period 


' 1953 1954 19 mnere 
Other administrative expenses lec ‘ 
actual estima te estin 

Transportation of things $2, 716 $2, 600 $2, 600 
Communications services 118, 087 186, 000 206, 000 $20, 000 
Rents and utilities 3, 145 3, 600 3, 600 
Printing and reproduction 40, O84 40, 000 40, 000 
Other contractual services 116, 378 100, 000 100, 000 
Supplies and materials 95, 885 79, 000 79, 000 
Equipment... 62, 685 60, 000 60, 000 

Total, other administrative expenses 439, 830 471, 200 491, 200 20, 000 


(4) Program liquidation costs ($13,670) This amount is estimated for the 
payment of terminal leave and related costs in fiscal year 1954. It is nonrecurring 
8S a special item, in fiscal year 1955. 


45431—54— pt. 2 28 
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ADMINISTRATIVE SUPPORT 
GENERAL STATEMENT 


As explained in the preceding section of the budget document, the Information 
Agency has established its own organization for central administration. How- 
ever, the Agency is continuing reimbursable arrangements with the Department 
of State for (1) administrative support of the Agency’s operations overseas, and 
(2) services in the United States which backstop the rendering of overseas support. 
These two categories are explained separately below. 


Overseas administrative support 


\dministrative sections of Department of State overseas establishments pro- 
vide administrative services to information staffs and program operations at 
individual posts; to the overseas radio relay bases and programing centers; to 
the European service center; and to the regional press production centers in the 
Near and Far East 

Services provided include overseas personnel operations; local personnel and 
physical security services; rental, alteration, repair and maintenance of shared 
building space and provision of Government-owned or leased quarters; payrolling 
of local employees of the Agency; maintenance of overseas fiscal records and 
accounts; submission of budget and fiscal reports; local procurement and property 
management; communications services; maintenance and operation of motor 
pools; garage services for USIS mobile equipment; warehousing and provision of 
administrative supplies and equipment; warehousing of program materials and 
equipment; cleaning and custodial services; and similar servicing facilities required 
in support of the information program overseas. 

The estimate for overseas administrative support is in two categories: (1) 
reimbursements to the Department of State for shared services, including the 
Agency’s part of the costs of shared facilities; and (2) direct allotments to public 
affairs officers to cover expenses of a fixed nature, such as rental and repair of 
buildings utilized entirely in the information programs. The two categories do 
not duplicate each other and are shown separately under overseas administrative 
support in the “Summary of requirements” table which follows. 


Support services in the United States 


Prior to the establishment of the United States Information Agency, the appro- 
priate offices of the Department of State performed most of the central administra- 
tive functions for headquarters operations of the information program, and also 
provided administrative backstopping in connection with support of the informa- 
tion program overseas. Reimbursement was made to the Department of State 
appropriations for both types of services performed. 

The Information Agency is continuing reimbursable arrangements with the 
Department of State only for the provision of the backstopping services in the 
United States, and certain specialized services which can be more economically 
obtained by reimbursement. These arrangements provide for worldwide tele- 
graph and cryptographic operations; foreign buildings operations relating to 
overseas office, residential and warehousing space; budget operations in connec- 
tion with administrative support funds; headquarters direction of overseas fiscal 
support operations; translating and interpreting services; graphics; printing and 
reproduction in the Department’s reproduction plant; diplomatic pouch and 
courier services, including delivery of mail to the Ageney’s offices in Washington ; 
dispatch agency assistance in the overseas shipment of official materials, house- 
hold goods and effects; procurement within the United States of administrative 
materials and equipment to be used overseas; telephone switchboard services; 
training facilities of the Foreign Service Institute; medical services and immuni- 
zations; and postmanagement services in connection with administrative support 
overseas. 

The 1953 column of the summary of requirements table which follows reflects 
only the 1953 costs of those services which have been abolished altogether or 
which will continue as outlined above. The costs of functions which the Depart- 
ment of State is no longer performing, but which are now assigned to the public 
information, legal, security, and administrative offices in the United States Infor- 
mation Agency, have been converted to the 1953 columns for these offices as ex- 
plained in the appropriate sections of the budget document, in order that proper 
comparisons may be made for the 3-year period. 
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Summary of requirements 











1954 Increase 
I53 lv 
Gr Reductic Not 
leduc 
Support services provided overseas 
Reimbursements (shared support 
l'o Department of Stat« 
Salaries and expenses appro 
priatior $7, 320, 444) $5, 728, 572) —$1, 194, 848 $44 f 
GOA appropriation 351, 604 3, 88 45 79. 990 m4 
JAS, Athens 334, 945 260, 660 16. 748 7 
Subtotal, reimbursement 
t Department of Stat 13. 007. 0453 9, 874, 777 1. 791 SF 8, O83, 191 8. 597. See 14 
To Foreign Operations Adminis 
tration | 870, 000 0], 240 35, 000 6, 240 6. 240 
Subtotal, reimbursements 
(shared support 13, 877.053) 9, 966, 017 1, 826, SRE 6 9. 431 8 5O7. 586) 458 
Allctments to PAO’s (direct support 1,411,972) 1, 299,832 1, 299, 832 $34, 768 1, OBE 
Subtotal, overseas administr 
tive support, shared, and 
direct 15, 289,025) 11, 265, 849 1, 826, Sse ), 439, 263) 9, 932,354) 493, ( 
Support services provided from 
United States: Reimbursement to 
Department of State 1, 236, 64 1, OSF, 367 284 REZ 800. 50 800. 505 
Grand total, shared and direct 
adi istrative support, over 
seas and from United States 16, 525, 668) 12, 351, 216 2,111, 448) 10, 239, 768) 10, 732,859 493, 091 
Nore.—The above table excludes indirect obligations for overseas administrative support of the exchange- 
of-persons program, ‘These amounts for the 3-year period are: 
Actual, 1953 $317, 787 
Estimate, 1954 300, 000 
Estimate, 1955__. ; 325, 000 


EXPLANATION OF MAJOR ITEMS 


1) Overseas administrative support ($9,932,354) 


(a) Reimbursable support ($8,597 ,586).—The total level of overseas reimbursable 
administrative support costs is based on the level of the overseas program popula 
tion to be serviced in each country, and reimbursement amounts are negotiated 
by the Department of State with sharing agencies on a weighted populatior 
percentage and range of services formula. Cost factors for specific services art 
determined by the Department of State on the basis of workload experience: 


The increase of $458,155 in 1955 for reimbursable support is attributable to the 
Py 
proposed increase in program levels to be supported. 


(6) Direct support ($1,334,768 As explained in the general statement, direct 
allotments are made to public affairs officers overseas to cover administrative co 
which are allocable in their entirety to the information program. These requir 





ments are almost entirely fixed costs (rents, utilities, ete An increase of $24,936 


is requested to bring certain rental and utilities costs for the program in Ita 
under this account in 1955, and an increase of $10,000 is estimated for fixed c 
expenditures in support of the new Central African Federation program proposed 
for 1955. 


(3) Support services in the United States ($800,505 


This estimate is for continuation of the 1954 level of such services in 1955 
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Mr. Srrerpertr. The next is “Administration and staff support.” 
The Office of Administration, for $183,000 restoration, is the largest 
single item. That again does not provide for any increase in the 
staff over the present level. It is primarily to provide for full-year 
administrative operations in fiscal year 1955. This Agency got 
started, you will recall, August 1, of the current fiscal year, and 
really was not organized fully in administrative activities until 
several months later in the fall. But this is the going rate. 


OFFICE OF SECURITY 


The Office of Security is the next largest item, $170,000 for restora- 
tion. It is primarily for staff to handle the security requirements 
in connection with replacement of personnel, particularly in recruiting 
new personnel. 

We now find that we will have a larger recruitment program for 
the next fiscal year, ‘n contrast to this fiscal year where we made a 
25 to 30 percent reduction in personnel. Those replacements have 
to be security screened. 

In addition, there will be more than the normal turnover in con- 
nection with the move of the Voice to Washington; and this also 
provides for the normal turnover screening under the new Presidential 
directive. 

This is a matter that is discretionary. We can spend less money 
on it, and it will slow up our recruiting and our personnel placement. 

We can spend more fruitfully and do it much more quickly. It is 
wholly a matter of judgment. We will not be wasteful, in attempting 
to have too large a staff, and will have the normal length of time 
elapse in screening. 


COOPERATION WITH OTHER AGENCIES 


Chairman Bripces. Mr. Streibert, to go back to evaluation, 
information comes to us which raises the question as to whether or 
not the CIA collects much of the same information and why it is 
necessary for you to pay out, for instance, $36,000 to secure an 
analysis of Communist radio broadcast and press output when it is 
done by the CIA and could be exchanged without duplication. 

Mr. Srreinert. We keep in touch with the CIA and, where they 
collect raw material primarily, we process it. We would use their 
raw material in many of these research operations. 

We have requested the Director of CIA and he has consented to 
conduct a study of intelligence resources for our benefit, so that we 
will make sure that we are getting from existing sources all the intelli- 
gence information that is available and that would meet our purposes. 

We are not at all sure of that now. 

Conversely, we possess certain intelligence information from our 
posts. We don’t know whether it can be useful in other departments, 
or not. The study you mentioned will include that so as to get a 
much better coordination in this “intelligence community,’’ so-called. 


. 
| 
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CONTRACT WITH RUTGERS UNIVERSITY 


Chairman Bripces. What particularly qualifies Rutgers Univer- 
sity to perform the type of work you are asking them to perform? 

Mr. StrreiBert. The analysis of Soviet and satellite press and radio 
activities, and so forth? 

Chairman Bripeges. Yes. Why did you select Rutgers rather than 
some other college or university? 

Mr. SrreiBert. It is done under contract. I cannot answer that 
of my own knowledge, sir, and our chief evaluation officer is in Italy 
on a special project for the moment. I would like to supply that for 
the record, if I may. 

Chairman Bripges. All right. 

Senator HickeNLooperR. You mean what qualifies Rutgers Uni- 
versity? Do they have special qualifications? 

Chairman Brinaess. Yes. 

Mr. Strerpert. They undoubtedly had some people especially 
interested in that who had been qualified and were already doing 
something of that nature. Iam not informed. I will have to submit 
their qualifications in the record. 

(The information referred to follows:) 

THE QUALIFICATIONS OF RuTGcEeRs UNrversiTty For Tuis Type or Work 

(a) Experience and competence of the sociology department of Rutgers in 
applied social science research, especially in the field of communications 

(b) High standing of Prof. John W. Riley, Jr., chairman of the department, 
in social science research. He is an officer of both the American Sociological 
Association and the American Association for Public Opinion Research. 

(c) Special experience and competence of Professor Riley in the field of Com- 
munist propaganda, based partly on his work for the Government on Communist 
propaganda in Korea. He is coauthor with Wilbur Schramm, of The Reds Take 
a City, Rutgers University Press, 1951. 

(d) Recommendations by other specialists, including Prof. Alex Inkeles (author 
of Public Opinion in Soviet Russia, Harvard University Press, 1950), and Prof. 
Philip Mosely, director of the Russian Institute of Columbia University. During 
its first 2 years (1949-51) the study was conducted at Harvard by Professor 
Inkeles. Due to other commitments he was unable to continue, and the project 
was then transferred to Rutgers after consultation with him. 

Chairman BrinGes. The CIA, the Department of Defense, the 
Department of State, and National Security Council, and perhaps 
others, are constantly studying Communists’ actions, using such 
knowledge to predict future Soviet moves. Do you think there is 
sufficient coordination between your organization and others? 

Mr. Srreipert. We have stepped that up considerably. We get 
Intelligence reports. We are in direct contact with Defense through 
the OCB. We are tuned in on what is going on. 

I think that there is still room to get more information that already 
exists, which would be useful to our purpose. But we have made 
great progress, I think, in that so far. 


CONTRACT WITH NEW YORK UNIVERSITY 


Chairman Bripges. How do you particularly use New York 
University? 

Mr. Srreipert. Our research director is not here; and I do not 
know. 
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Chairman Bripges. Could you furnish that? 
Mr. Streispert. I would like to. 
(The information referred to follows: ) 


Wuat New York Unrversiry Was Usep For 


The content-analysis carried out by New York University was a systematic 
language-by-language description of what the Voice of America says. Its purpose 
was to give policymakers an objective picture of present output, including especi- 
ally the relative frequency of major themes. 

New York University was chosen for this contract for three reasons: 

(a) The staff of the Human Relations Research Center is known for the sound- 
ness of its research techniques. See, for example, their two-volume work, Re- 
search Methods in Social Relations. 

(b) New York University had facilities for and experience in the analysis of 
communications. 

(ec) In addition, New York University, located in New York City, had access 
to the largest pool of competent translators in the United States, which was im- 
portant because of the enormous amount of translation that the study involved; 
and its location also made for easy communication between the contractor, the 
research officers of the VOA, and the operating and policy chiefs of VOA. 


Chairman BripGgs. It is questioned why you have selected certain 
universities and awarded them large contract work and apparently 
ignored other universities. 

Mr. Srrerpert. They would have surveyed the available resources 
and picked what they thought were a I judge, but I would like 
to supply the particular reasons for i 


SELECTION OF UNIVERSITIES 


Chairman Brinces. For instance, representatives of other colleges 
and universities come to us and they state that: “Some of this work 
is going to other universities and we are not being considered.” 

We want to know the basis for selection. 

Mr. Srrersert. Yes, sir. I will submit that for the record. 

(The information requested follows:) 


Basis oF SELECTION OF UNIVERSITIES 


(a) Experience and demonstrated competence in applied social-science research, 
and especially in coremmeenrant research. 

(b) Knowieies of foreign areas, languages, international relations, and inter- 
national propaganda. 

(ec) An interdisciplinary approach to communications and related problems, 
including political science and international relations as well as psychology, 
socia! psychology, and sociology. 

(d) In some cases, proximity to Washington or New York. This factor is 
important in the case of certain contracts, since experience has shown that ade- 
quate consultation with a eontractor is both difficult and expensive when he is 
too far away. 


Chairman BripeGes. On your evaluation contracts you stepped it 
up for nest year about $200,000 over this year; have you not? 

Mr. Srrerpert. Basically that is right. 

Chairman Brinces. Why? 

Mr. Srremerr. For the reason I have given for the specific 
projects. I took them up project by project. 

Chairman Bripees. You have covered it? 

Senator HickeNLooper, I asked that same question a moment ago. 

Chairman Bringes. You go right ahead, Mr. Streibert. 

Mr. Srretpert. The Office of Security I have just addressed my- 
self to. 
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CONGRESSIONAL AND PUBLIC INFORMATION 


The other substantial item in heading ‘‘Administration and staff 
support” is “Congressional and Public Information,’ $105,000 for 
restoration. There the request is for $204,000 for 1955 as against 
$156,000 in the current year. 

Chairman Brivces. What do you mean by “Congressional infor- 
mation’’? 

Mr. Srreipert. That is to supply information requested of us by 
Members of Congress and Senators; and for public information where 
inquiries come in and where we are asked to prepare special material 
for writers. 

Chairman BripGes. Do you have a department for that? 

Mr. Srrerpert. Yes; we have an information department. 

Chairman Bripexrs. For instance, if we wanted to use those facili- 
ties, whom would we contact? 

Mr. Strerpert. Mr. Raymond Dickey. 

Senator HickKENLOOPER. Can you give us an estimate about how 
many letters of inquiry you receive from the Members of Congress? 

Mr. Dickey. We receive between 80 and 110 a month from Mem 
bers of Congress, some of a general nature and some of a specific 
nature requiring a considerable amount of time to prepare a reply 
We also get numerous telephone calls from congressional and senatorial 
offices. 

Senator HickenLoorer. Suppose you get 100 letters a month on 
the average, do you have any figures to show how many man-hours 
a month it takes to answer those? 

Mr. Dickry. We have one drafting officer, Senator, who spends 
all of his time on that material and circulates throughout the Agency 
the letter of inquiry where it is unusual and requires other work. We 
do not have a specific breakdown on the entire Agency time spent 
on that. 

Senator HickenLoorer. How many people do you have employed 
in that department presently? 

Mr. Dickey. Four people, sir. 

Chairman Brinces. Those four represent a small part of the appro- 
priation Mr. Streibert mentioned for congressional information. 

Mr. Srreipert. Yes, it is more public information. 

Senator HickgenLoorer. In public information you mean letters 
that come in from the general public? 

Mr. Strreipert. Yes, servicing the press, servicing special writers, 
and servicing people who want information about the Agency. 

Mr. Dicxry. The Congressional Office currently, Senator, handles 
the letters from the general public which are sent to us by Members 
of Congress, as distinguished from letters from newspapers and 
magazines and periodicals, and directly from the public generally 


PERSONNEL ON CONGRESSIONAL INFORMATION 


Senator HickmnLtoorger. How many people do you have altogether 
in this Department of Congressional Information? 

Mr. Srrerpert. Four. 

Senator HickeNLooper. | am trying to get your justification for 
$204,000 for 15 people. 
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Mr. Srrerpertr. Mr. Fine is head of the Public Information Depart- 
ment. He could speak to some of the work he is doing and the projects 
involved for that amount of money. 


STATEMENT OF SIDNEY H. FINE, CHIEF, PUBLIC INFORMATION 
STAFF 


PUBLIC INFORMATION 


Mr. Fine. Senator, we receive many requests for information from 
the press, radio, television people, magazine writers, and various public 
organizations. 

We also receive requests for information about our activities abroad 
from numerous organizations of private citizens, and also universities. 

We supply that in the way of press releases, pamphlets, and reports. 
We also put out a semiannual report to Congress, arranging for its 
publication and distribution, 

We also have exhibits, a briefing film, so that people can see on film 
what we are doing overseas. 

Our staff directly engaged in public information totals 11 as of 
March 31. 

Senator HickeNLOoPER. Does that include stenographers? 

Mr. Fine. Yes, sir. 

Senator HickgeNnLooper. Take an arbitrary figure, the average 
salary of those 15 people, $7,000 a year—lI do not know what it is— 
but that is about $100,000. The rest of it then goes for the cost of 
materials and things of that kind? 

Mr. Fine. That is right. 

Senator HickENLoopER. I was trying to get what you spend it for. 


ORIENTATION PROGRAM 


Chairman Bripers. Mr. Streibert, will you discuss the orientation 
program amounting to $83,452, and the 35 key positions? 

Mr. Srreirpert. The bulk of that item is for training of local na- 
tionals, who have been with us for some time in various countries 
but who have not been exposed to headquarters in Washington, or 
to the United States. That program, because of economy and the cut 
this year, W as ¢ ompletely eliminated for fiscal year 1954. 

We find that in most posts mue h of the work is done by a few leading 
local national employees. Those people never have had the oppor- 
tunity to be briefed in the United States in order to get fully up on our 
methods here and to get charged with the enthusiasm that we have 
here. 

I happened to run into one such person in Copenhagen recently who 
had been here some time ago. He inquired whether the program was 
going to be revived because it meant so much to this local officer, who 
was a cultural officer incidentally and handled the exchange of persons 
working in Copenhagen. 

It meant a great deal to him a few years ago to spend a few months 
in orientation and training here. We sent him through regular 
courses. 

That has been pressed for by the field because of its absence this 
year. This was useful previously and this is to restore what previ- 
ously worked well. 
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COMPARISON OF ADMINISTRATIVE SUPPORT AND PROGRAM OPERATION 
REQUESTS 


On the large item here of $621,000 of restoration for Administrative 
Support, our request is completely proportionate to the program 
operations for which restoration is requested. The program restora- 
tion requested would be about $12,500,000. The $621,000 requested 
is an accompanying figure for a.ministrative support. 


COMMENTS ON HOUSE REPORT FUND LIMITATIONS 


There are a few items that were mentioned in the House report on 
which there were arbitrary ceilings. In line with the previous tes- 
timony we had asked to have these commented on in either the report 
or bill of the Senate committee. 

I refer specifically to the Office of General Counsel where the House 
report set a ceiling of $40,000 to correspond with 1953 when we 
reimbursed only for advice from the Office of the Legal Adviser of 
the State Department which was not geared in with our operations. 

We are trying to make legal advice required for all our contracts 
and obligations, so that there is a legal review of our business opera- 
tions which did not always apply previously. 


OFFICE OF GENERAL COUNSEI 


Senator HicKENLooPER. Let me just ask you to put in the record 
here a little clearer statement of the functions of the Office of General 
Counsel. 

Mr. SrremBert. Could I ask Mr. Dickey to do that? 

Mr. Dickey. I can give it to you, Senator. We are engaged in 
the negotiation, drafting, review, and clearance and interpretation of 
contracts generally and the determination of such contracts and other 
obligational instruments such as grants. 

We also handle the interpretation of basic legislation under which 
the Agency operates, such as the Smith-Mundt Act, the current ap- 
propriation act, and the reorganization plan which established this 
agency. 

CONTRACT FUNCTIONS 


In connection with the field of contracts, from August 1, 1953, 
until April 15, 1954, this Agency domestically—this does not include 
overseas transactions—had some 8,900 contracts of various natures 
cost type, grants and transfers, purchase orders, and personal service 
agreements. 

Senator HickeNLoorer. Do those have to be drawn or considered 
individually, or do you have in many of those cases a form of contract? 

Mr. Diexey. In most of those cases a form, sir. 1 would say there 
are about 600 of those, however, that are reviewed individually because 
of the particular type of contract and to make sure that there is a 
proper obligational authority for that type of contract or grant. 

The total funds obligated under contracts by this agency from July 
1, 1953, to April 15, 1954, both domestic and overseas, is in the 
neighborhood of $37 million. 

We do a great deal of contracting. 
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In addition to that, of course, we have this problem of legal review 
of transfers of funds from one agency to the other, such as rermbursing 
agreements. 


FUNDS SITUATION FOR OFFICE OF GENERAL COUNSEL 


Senator HickenLoorer. Now, you have for this current year 
$72,487 for that purpose; is that correct? 

Mr. Dicknry. Yes. 

Senator HickeENLooprrR. You ask for $78,757, which is an increase 
of approximately $6,000. The House gave you about half of that. 

Mr. Dickey. Yes, sir. 

Senator HickenLooprer. What will be the effect on your legal 
requirements there? Will you have to cut your staff? 

Mr. Dickey. I would think we would, sir. And I think it would 
be a bad idea because we are just trying to get the staff together. 

Senator Hickentooper. What is the state of occupation as far as 
a time of the present staff you would have under, for instance, the 

73,487 that you have today? Are they fully occupied? 

Mr. Dickey. Yes, sir; completely fully occupied. 

As a matter of fact, each attorney keeps case record time sheets as 
you would operate a private law office in order to be able to charge 
your client. We find that the average time spent is about 48 hours 
by each attorney in the office per week on legal work for the Agency. 

Senator HickeNLoopeErR. So that if you got half the money, roughly 
you would only do half the work? 

Mr. Diexry. I think that is correct, sir. 

Senator HicKENLOoPER. I can see where it is essential to have you 
pass on the validity and propriety of multiple agreements you must 
make. 

Mr. Dickry. We have a number of problems that some other 
agencies wouldn't have, such as the international copyright clearance 
on material that we use. 

Senator HickenLooprr. | am in the middle of that now, if you 
can give me any aid and comfort on that. 

Mr. Dickey. I would not attempt it, sir. But you recognize the 
problem, the uniqueness of it as far as American copyright is concerned. 

Mr. Srrerpert. I think the next questions to which we wish to 
address ourselves are the proposed changes in language. For that 
purpose I would like to ask Mr. Cook, our Assistant Director for 
Administration, to go through the requested language changes. 


LANGUAGE CHANGES REQUESTED 


Mr. Coox. The first suggested language change appears on page 
46, line 13, of the House committee print. This provides for 
change in the wording from “caps”’ to “uniforms”’ 

The requested authority is the same as contained in the appro- 
priation language for the Department of State and is available to 
the Agency “this year. It is the practice to purchase uniforms for 
operators of mobile units in some countries; for guards at remote 
installations, and at other places when it is customary for the Gov- 
ernment, or other employers, to furnish uniforms. Authority to 
purchase caps alone is not sufficient. 
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We are simply following the local custom and practice. 

We request authority to change the words “‘caps’’ to “uniforms.” 

Senator HickenLoorrerR. May I just ask you: What is the expla- 
nation as to why the House used the word ‘‘caps’’? 

Mr. Cook. | don’t have any explanation for that. 

Senator HickenLoopEr. It would be nice if a fellow had a nice, 
fancy cap and could not afford shoes and went around barefooted. 

Mr. SrreiBerr. Or no pants. 

Mr. Cook. They might have had in mind chauffeurs only, but | 
have no information as to their purpose in changing it. 

Senator HickEnLooper. The language for the House is “Caps for 
personnel employed abroad.’ Oi course, that means that all of the 
employees abroad could have new caps. 

Would it be out of the way, or handicap you unduly, if you had a 
little clearer definition as to just who would get uniforms if they were 
supplied? 

Mr. Cook. I think that could be furnished in the report. We 
would certainly be willing to have a clear definition. 

Senator HickenLooprerR. Could you give us a_ circumscribed 
definition for use in the report? 

Mr. Cook. We will be glad to do that. 

(The information referred to follows: ) 

The authority to purchase uniforms is requested for the purpose of providing 
certain local employees with uniforms or clothing required by local custom for the 
tasks they are performing. It is the practice in many countries throughout the 
world for local businessmen, American businessmen, and of nationals of other 
countries to supply work clothes to all low-salaried employees engaged in work 
that will cause excessive wear or deterioration to their own clothes; i. e., laboratory 
technicians, mimeograph operators, packing clerks, etc. When possible, a mission 
may contract with a local laundry to supply and maintain such clothing; however, 
in many areas there are no such facilities available. Experience has shown too 


that often the lowest salaried employees are unable to provide themselves with 
suitable clothing. 


Therefore, it is believed that if the United States Information Agency is to share 
in the expense of uniforms for guards, chauffeurs, and char people, with the Depart- 
ment of State and to purchase clothing in the form of unfforms for employees 
described above, special authorization should be provided in the appropriation 
language. 

Senator HickENLoopreR. Do you have any idea how much increase 
in cost this would be? 

Mr. Cook. It is a very minor cost. It is practically negligible be- 
cause we provide very little of it. It is the same type of thing that 
the State Department provides for their local employees in foreign 
countries. 

We want to be in a position to reimburse States where they provide 
uniforms for us. 

Senator HickenLooper. Are you providing uniforms now for your 
personnel? 

Mr. Cook. Yes, we are. 

Senator HickenLoorrer. So you are not asking for anything new 
here? 

Mr. Coox. Nothing new, and it is for a very limited number of 
local employees. 

Senator HickENLOoPER. You may go ahead. 
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RENTAL OR LEASE PERIODS 


Mr. Coox. The second change is on page 47, line 11, and we are 
suggesting that we strike out “five” and make it “ten.” That would 
provide for rental or lease for periods not exceeding 10 years of office 
buildings, grounds, and living quarters, and so forth. 

Present authority to permit rental or lease of office at overseas loca- 
tions provides for 10 years, and we are asking that that be continued. 

Basic authority for the execution of leases for periods up to 10 years 
is contained in the Foreign Buildings Act of 1926, as amended. 

Under Reorganization Plan No. 8, this authority may now be exer- 
cised by USIA, but the Foreign Buildings Operation of the State 
Department continues to act as this agency’s overseas rental agency. 

In some instances it is impossible to negotiate a lease requiring the 
building owner to assume cost of necessary alterations when the period 
of the lease is as short as 5 years. 

Thus. the result of this limitation could be to increase cost of ac- 
quiring space for Government use. Leasing for 10 years instead of 
5 would not affect potential liability of the Government in case all or 
part of the program were curtailed, since all leases contain cancella- 
tion clauses which can be exercised in the event such space becomes 
excess to United States Goverment needs. 

This again is to continue authority which we have had before for a 
10-year lease. 

On page 47, line 16, we are suggesting striking out the $75,814,000 
ficure and inserting $89 million. That is the change asking for the 
increase to restore the cut that the House has made in the appropria- 
tion which Mr. Streibert has described. 


AMENDMENT ON PURCHASE OF FOREIGN CURRENCIES OR CREDITS 


In the fourth amendment, on line 17 of page 47, we are asking that 
you insert “if possible” after the word “shall”, making it read: 
of which not less than eight million dollars shall, if possible, be used to purchase 
foreign currencies or credits owed to or owned by the Treasury of the United 
States 

The United States Information Agency has no control over the 
sources of local currencies used in overseas payment chargeable 
against its appropriation. 

At present all such payments are handled through the disbursing 
officers of the Department of State. ‘The Department of State in 
turn must arrange for local currencies through the Treasury Depart- 
ment, and under existing Treasury regulations the sources of local 
currencies must be foreign credits owned by the Treasury of the United 
States if such credits are available. 

Because the Department of State serves as the United States 
Information Agency’s fiscal agent in this matter, the Agency requests 
that the language inserted by the House be amended to conform to 
that contained in the appropriation, ‘Salaries and expenses, Depart- 
ment of State.” 

Failure to make this change would impair effectiveness of the 
United States Information Agency program if it should happen that 
foreign credits are not available from the Treasury Department and 
those countries where the program requires funds to be spent. 
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Senator HickeNnLooper. Could you first give us any reasons which 
you might have as to why the House changed that language, or failed 
to put in this language which you first recommended? 

Mr. Cook. I don’t know whether there was any specific reason ex- 
cept that they were very anxious to use all possible foreign credits 
which might be available. This change would not change that be- 
cause if the Treasury has the foreign credits, it uses them and will use 
them to pay bills chargeable against our appropriation. 

Mr. Diexry. This language was inserted by the House on the use 
of foreign currencies. It was not a language change we suggested 

We are simply suggesting an amendment to the language which 
was inserted by the House. 

Senator HickenLooper. As to the last sentence of your statement 
in which you said the activities of the department might be curtailed 
or interfered with somewhat, could you give us a little more amplifica- 
tion of that? 

Mr. Cook. The Department of State in particular countries must 
use foreign currencies where the Treasury Department does not own 
foreign credits or have foreign credits owed to it. These foreign 
credits are available in only a limited number of countries and it is 
my understanding that it is not possible to predict accurately where 
and in what amounts they will be availble. In cooperation with the 
Department of State we had estimated, at the request of the House 
Appropriations Committee, that our programs in 14 countries where 
such credits were likely to be available might utilize slightly over $8 
million of these credits. This estimate was based on our 1955 budget 
request of $89 million. If it develops, however, either that credits in 
amounts we need are not available in these countries, or that our 
programs in these countries are not as large as we projected, it night 
be impossible for the State Department, acting as our fiscal agent, to 
utilize the full $8 million for purchase of foreign credits. Our request 
is that the directive with respect to this appropriation be the same as 
that contained in the State Department ‘Salaries and expenses’’ 
appropriation: namely, that the specified amount shall, if possible, be 
used to purchase foreign currencies or credits owed to or owned by the 
Treasury of the United States. In any event, any amount specified 
would not be a maximum figure, since under existing Treasury regula- 
tions the sources of local currencies are foreign credits owned by the 
Treasury of the United States where they are available. 

It would make a very difficult situation. This is the use of credits 
by the United States Treasury Department. 


JUSTIFICATION FOR INCREASE OF REPRESENTATION ALLOWANCE 


Mr. Coox. That is the next change. That is page 47, line 20, 
suggesting the change in amount for representation from $30,000 to 
$60,000. 

Mr. Streibert has already given a complete and full explanation of 
that. 

Senator GREEN. You have given i 

Mr. Srrerpert. Yes, sir; it is in the record. 

Senator GreEN. Then you are satisfied. 

Senator HickeNLooper. If you are asking me to testify I would 
say it ought to be increased. 


t? 
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For the record, can you tell us what the representation allowance 
has been for the last year, what you have this year, and what you had 
the year before? 

Mr. Coox. The amount this year is $58,750. That is the 1954 fiscal 
year. 

Senator HickKENLOoPER. Do you have any record for 1953? 

Mr. Cook. $87,339 in fiscal vear 1953. 

Senator HickmNLoopeErR. I know 1 or 2 cases where people in your 
Department who have considerable responsibility for contacts with 
local authorities get about $3.25 a quarter for representation. It 
seems to me that is a little bit small. 

Mr. Srrerpert. | testified that this is merely an attempt to take 
less out of the pockets of our employees than currently. It in no 
way pays the expenses that these men actually do have to spend in 
their personal contacts. 

An example came to my attention recently where in Tehran we 
had many important people coming in to see some pictures. I would 
like to be able to describe how important they are, but let me say 
it was quite an achievement to get them to come to our place to look 
at this. 

As is normal in a place like Tehran, they had to serve coffee and 
cakes afterward. There is no representation allowance for that. 
These people have to pay for things like that out of their own pocket. 
They have to do it or it is impolite to their guests. 

Senator HickENLOOoPER. How is it going to help you to restore it 
to $60,000? You are getting $58,000 now and you can’t do it. 

Senator Green. You cannot give them half a cup of coffee. 


FROZEN FUNDS 


Mr. Srretperr. About $11,000 of the $58,000 is now currently 
frozen in Germany and Austria, and we will spend less in those coun- 
tries and spread it around to the other areas in fiscal 1955. 

So it will really increase a little in other areas. 

Senator Green. What do you mean by frozen? 

Mr. Srrerperr. It was originally appropriated under a separate 
appropriation “Government in occupied areas,’’ which was fixed and 
we could not transfer it to other areas. It is different in 1955. It is 
all one in 1955. 

Senator Green. You would not be up against the same difficulty? 

Mr. Dickey. Senator to compound this situation, the internal 
revenue has a ruling that, where a man spends money out of his pocket 
in this type of thing. he has to get a certification by the Secretary of 
State, or in this case by the Director, that it was spent for official 
purposes in order to be able to deduct it from his income tax as an 
ordinary and necessary expense of doing business, so he gets hurt 
both ways. 

Senator Green. Is there much trouble to get that? 

Mr. Srrerpert. Yes, from 77 countries for a cup of coffee. 

Senator GREEN. Seventy-seven countries? 

Mr. Srreipert. That is where we operate. 

Senator Green. If a man wants to make that deduction, if it comes 
out of his own pocket, should he not get a certificate? Do you object 
to that? 
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Mr. Dicxsy. It is difficult for the Director to know if it is actually 
spent in that fashion. He is the person who must certify it has been. 

Senator GREEN. Who put that into effect? 

Mr. Srrereert. The Internal Revenue Bureau. 

Senator Hicken.Loorer. In other words, you are talking about the 
case where there is not sufficient representation allowance and the 
local officer spends money out of his own pocket? 

Mr. Dicky. Yes, sir. 


RULING OF INTERNAL REVENUE REQUESTED 


Senator HickENLooprrR. Even with that allowance that would still 
be the case if the representation allowance is not sufficient, then is it 
necessary for him to spend it out of his own pocket? You do not 
advocate a change, then? 

Mr. Dicxry. No, sir. 

Mr. Strerpert. We are taking it up with the internal revenue 
people to get it simplified. 

Senator Green. How are you taking it up? 

Mr. Dickey. The Assistant Commissioner of Internal Revenue 
made the ruling. We are attempting to get it simplified. We have 
been negotiating with them over the past 30 days to get a change in 
the rule. 

Senator Green. Did you do it in writing or telephone? 

Mr. Dickey. I did it by telephone. We are now meeting on it. 

Senator Green. Have you ever done it in writing? 

Mr. Dicxery. No, sir. 

Senator Green. Have you advocated the change in writing? 

Mr. Dickey. No, sir. 

Senator Green, It seems to me you are negligent in not having 
done so, if I may make the comment for the record. Why have you 
not done so before? 

Mr. Dickey. I just discovered this ruling 30 days ago, sir. 

Senator Green. Why did you not discover it before? 

Mr. Dickey. I have only been there since January, sir. 

Mr. Coox. That completes the language changes. 

Mr. SrrerBert. Then that completes our presentation. 


OBJECT CLASS SUMMARY 


Senator HickENLooPER. Without objection, I would like to insert 
in the record a statement of the 1954 appropriation, the budget 
estimate and the House allowance for 1955 by object classification. 

(The information referred to follows:) 


45431—54—-pt. 2-29 
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U. 8S. INFoRMATION AGENCY 


Comparaiive object class summary, fiscal year 1954 and estimate and House allowance 
for fiscal year 1955 


Comparison of House 








| 
Estimate, 1954 Estimate, 1955 | ~ allowance with— 
Object of expense } | | 
; ‘ 1955 estimate 
Gross Net Submitted | House | submitted to| 1954 net 
to Congress| allowance Congress | 
Personal services $33, 284, 103 |$30, 205,799 |$32, 155, 140 |$30, 526,576 | —$1, 628, 564 | $320,777 
Travel. 4, 103, 156 2, 894, 671 5,587 | 3,122,439 | —403,148 | 227,768 
Transportation of things 2, 362, 218 1, 661, 688 , 232, § | 1,778, 209 — 454, 306 | 116, 521 
Communication services 1 1, 832, 618 1. 966, 037 1. 798, 451 | —167, 586 | —34, 167 
Rents and utility services 4,1: 4, 115, 130 4, 186, 328 | 4,141, 244 | — 45, 084 | 26,114 
Printing and reproduction q 4, 082, 513 £, 064,104 | 3,999,293 | —1, 064,811 —83, 220 
Other contractual services 12, 10, 982,770 | 16, 249,343 | 11,690,146 | —4, 559, 197 707, 376 
Services performed by other | | 
agencies... 11, 251, 384 9, 526, 077 9, 948, 091 9, 361, 936 —586,155 | —164, 141 
Supplies and materials : 5, 551, 764 5, 549, 364 7,000,391 | 5. 570,820 - 1, 429, 571 21, 456 
Equipment 1, 909, 436 1, 886, 571 3, 288, 350 1, 879, 567 —1, 408, 783 —7, 004 
Grants, subsidies, and con- 
tributions 2,117,703 | 2,101,703 | 3,328,756 | 1,891,638 | —1, 437,118 | —210,065 
Taxes and assessments 55, 476 55, 038 55, 308 53, 681 —1, 627 —1, 357 
Unvouchered 350, 000 350, 000 | — 350, 000 
Total (per 1950 budget 83, 417,000 | 75,243,942 | 89,000,000 | 75,814,000 | —13,186,000 | 570,058 


Adjustment in 1954 amount 
subsequent to House action!. 800, 000 800, 000 |...-. . rere al .---| —800, 000 


Adjusted total 84,217,000 | 76,043,942 | 89,000,000 | 75,814,000 | —13, 186,000 | —229, 942 
| ! 


1 This adjustment represents a transfer of funds from FOA effectuated Mar. 9, 1954, which was not included 
in previous budget submissions or considered by the House. Object class breakdown is as tollows: Travel, 
$9,100; transportation of things, $5,700; printing and reproduction, $85,000; other contractual services, 
$540,650; supplies and materials, $77,550; equipment, $72,000; grants, subsidies, and contributions, $10,000, 






‘ 


ANALYSIS OF RESTORATION REQUESTS 


Senator HickenLoorer. I also suggest, Mr. Streibert, that you 
include in the record a summary analysis of the statement submitted 
by your office. 

Mr. Posner. We will be glad to submit such a summary statement 
for the record. 

(The information referred to follows:) 


Unirep Srates INFoRMATION AGENCY 


Analysis of request for restoration by object class, House allowance compared with 
budget estimate, fiscal year 1956 
Personal services: 
1954 (net): 
Number._.. 
Amount_-_.. 
1955 (estimate): 


pode tit «abld be abc mcetemenenas kaos 9, 451 
Jie s eirie « bes $30, 205, 799 


PUI at cememonddunvieLonee sun ipuaeee uence 9, 975 

PU te ica isiertncsee Sine some ett ms lun hc Meecicndc itt aol ata a a $32, 155, 140 
1955 House allowance: 

PMN 6 SUED sb ebe ck sh ekki 9, 457 

BI feck beds ee dcercesertiaeeuicterhees i teaiposiaabia laltig wa aead e aee $30, 526, 576 
Restoration requested: 

Number--- tis he uses sacansae ts ates mais en acai 518 

(mount Aes re hs ards GE cel ees = as oh ese eas ees $1, 628, 564 
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Analysis of the total restoration requested is as follows: 


Activity Number 
USIS missions. 407 
Press service... 6 
Motion picture service..... 17 
Information center service 18 
Program direction and appraisal_. ‘ 37 
Administration and staff support ‘ 33 


Travel: 
1954 (net) 


1955 estimate 
1955 House allowance 


Restoration requested 
Analysis of the total restoration requested is as follows: 


USIS missions 
Press service 
Motion picture service 
Information center service 
Program direction and appraisal 
Administration and staff support 
Transportation of things: 

1954 (net) 


1955 estimate 
1955 House allowance 


Restoration requested 
USIS missions: Local transportation of printed materials, motion- 
picture equipment, and program supplies; and shipment overseas 
of household effects of new employees 
Press service: For overseas shipment of paper, press supplies and 
equipment, and radio teletype wireless file equipment 
Motion-picture service: For overseas shipment of film print reels 
maintenance parts and supplies for exhibition equipment, and 
new mobile units and projectors 
Information center service: For overseas shipment of books, library 
equipment, exhibits, and exhibit materials_------....--..---- 
Communication services: 
1954 (net) 


1965 estimate... ...cccoLs 
1955 House allowance__- --- 


Restoration requested - - - - 

USIS missions: Primarily postage costs for distribution of additional 
printed materials in India, Iran, Pakistan, Egypt, Indochina, 
Korea, and Thailand 

Press service: To increase the wireless file from 6,000 to 8,000 words 
daily and to restore the Sunday file. 

Information center service: For mailing additional periodicals and 
newspapers to overseas posts where mailing costs are not included 
in the subscription rate___-- - - 

Office of administration: For full year requirements, penalty mail 

Administrative support: For direct administrative expenses for the 
new Central African Federation program and for Italy, previously 
covered under reimbursable support 


Amount 


m dO 


$980, 924 


if 
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Rents and utility services: 





1954 (net) . $4, 115, 1 30 
1955 estimate 4, 186, 328 
1955 House allowance 4, 141, 244 

testoration requested 45, 084 


USIS missions: Principal items are increased rental of display space 
for exhibits and pictures; and rental of halls for film showings, 
lecturers, etc., Where free space is not available, plus other minor 
increases in rents - ; 24, 912 
Administrative support: For direct administrative expense for 
the new Central African Federation program, covered under 
reimbursable support in prior years aeledise = mates 20, 172 





Printing and reproduction: 


1954 (net) 4, 082, 513 
1955 estimate 5, 064, 104 
1955 house allowance 3, 999, 293 
testoration requested . 1, 064, 811 


USIS missions: For increased circulation of Al Sadakah in Egypt; 

restoration of the Telegu edition of the American Reporter in 

India; local production of pamphlets, leaflets, and posters; and 

for rebinding books, film catalogs, library listings, ete . 493, 951 
Press service: Primarily for plastic plates and cartoons; pilot model 

pamphlets; Problems of Communism magazine; and increased 

production of pamphlets and leaflets in finished form_-_-_ --- 6 539, 825 
Information center service: For purchase of Federal and congressional 

publications and printing of monthly Teachers Bulletin for use by 

teachers of English in foreign school systems 6 sila 4 nd 1, 035 
Congressional and public information staff: For reproduction of 

printed materials required to fill requests for information from 


publie sources au i . = 30, 000 
Other contractual services: 
1954 (net) - - - 10, 982, 770 
1955 estimate 16,2 249, 343 
1955 House allowance , 690, 146 
Restoration requested. ; ; 4, 559, 197 


USIS missions: For local production of displays and exhibits; dis- 

tribution and translation services; local film processing; contrac- 

tual services in connection with establishing a new information 

center and 10 new reading rooms; advertising film showings, con- 

certs and othe ‘r events; and local radio programing- vee 1, 131, 295 
Press service: For contractual purchase of feature articles; articles 

and illustrations for pilot model pamphlets and Problems of Com- 

munism magazine; and additional contractual cost for mainte- 

nance of teletype equipment “ = saote nee 101, 142 
Motion-picture service: For ap proximate sly 825 reels of new program 

material produced domestically and in the field; acquisition of 

special prints; approximately 1,389 additional foreign language 


reels; and increased reproduction of prints of films- -- -. .- 2, 719, 531 
Information center service: For additional contractual costs for 
packing books for shipment overseas, and preparation of exhibits - 37, 979 


Program direction and appraisal: For additional special contracts 
for the Office of Private Cooperation, and evaluation contracts 


for the Office of Evaluation___--_----- so aan Gates mak 343, 900 
Administration and staff support: For services relating to public 
information functions, and an increase in security investigations 217, 660 


Administrative support: For direct administrative expenses for the 
new Central African Federation program, formerly covered under 
PORN init ccd icc cec ces penvensbhdsdenueiaamet a6 7, 690 
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Services performed by other agencies: 





5 1589 


1954 (net) $9, 526, 
1955 estimate 9, 948, 
1955 House allowance 9, 361, 
Restoration requested 586, 
Administrative support: For reimbursable support of the addi- 
tional positions requested for the overseas program 586, 
Supplies and materials: 
1954 (net) 5, 549 
1955 estimate 7, 000, 
1955 House allowance 5, 570, 
Restoration requested 1, 429. 
USIS missions: For supplies, materials, books, and periodicals for 
local operating purposes (the major jnerease is $367,324 for 
Austria) 48:5, 
Press service: For supplies for missions and reproduction centers to 
support increased production 482, 
Motion-picture service: For raw stock for overseas film production 
and maintenance parts and supplies for exhibition equipment 349, 
Information center service: For subscription to newspapers, maga- 
zines, and periodicals, presentation purposes; and English-teach- 
ing and library supplies - - : 110, 
Administrative support: For direct administrative expenses in 1955 
which were covered under reimbursable support in prior years 3 
Equipment: 
1954 (net) 1, 886, 
1955 estimate 3, 288, 
1955 House allowance 1, 879 
Restoration requested 1, 408, 
USIS missions: For purchase of press and motion-picture equipment 
and repair parts, tools, ete 10 
Press service: For radio teletype equipment at 27 posts (FE and 
NEA), letterpress for Afghanistan, replacement of obsolete 
production and distribution equipment overseas 235 
Motion-picture service: Purchase of 91 new mobile units and 826 
projectors to replace existing units which are worn out 697, ! 
Information center service: Purchase of additional books and 
library equipment for the information centers (1 new center in 
Central African Federation and 10 reading rooms in India are 
proposed), purchase of American books for presentation purposes, 
English-teaching textbooks, and books for use by the domestic 
staff 133 
Administrative support: Direct administrative expenses in 1955 
which were covered under reimbursable support in prior years 2 
Grants, subsidies, and contributions 
1954 (net) 2, 101 
1955 estimate 3, 328, 
1955 House allowance 1, 891 
Restoration requested 1, 43 
USIS missions: Payment of gratuities to local employees for certain 
holidays and other purposes as is the prevailing custom in certain 
countries 10 
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Information center service: 16 additional American grantees to 
the binational centers in Latin America; additional grant-in-aid to 
a nonprofit publishing corporation for book translation activities 
in the Near and Far East, allocation to posts for local translation, 
and grants for the translation of language textbooks for Chinese 
minorities; additional grants to nonprofit organizations for collec- 
tion of books for presentation to educational institutions overseas; 
grants to Library of Congress, Smithsonian, and other Government 
agencies for preparation of exhibits; and grants to English-teaching 
specialists and “‘local’’ Americans for additional English-teaching 
seminars. In addition, restoration of the 1954 base program 
grant ($200,000) to a nonprofit publishing corporation is requested. 
This was eliminated by the House report ; i a _. $1, 426, 450 


Taxes and assessments: 


1954 (net) —— ae ‘ 55, 038 
1955 estimate panes catadds SEeeaeeee ue 55, 308 
1955 House allowance Saas nicl Ne sasecake ean eas ocean a ms 53, 681 


es 1, 627 


The restoration of $1,627 requested for 1955 represents the additional amount 
required for the payment of FICA taxes. 


testoration requested WENO, cca SoG. aioe nese 


Senator Green. Could I have a summary of what the changes are? 
Is this more or less than last year? 

Senator HickenLooper. It is less. This is a summary under the 
heading “Object of expenses,’ and it is broken down. It contains 
the estimate for 1954, the estimate for. 1955 of the House allowance 
which shows $13,186,000 reduction by the House. 

Senator Green. | am sorry to see the reduction to such an extent. 
Is it distributed pretty well through all the items? 

Mr. Srrerpert. The bulk of it is in United States missions abroad 
and in the media for the amount of money spent for information 
materials, production of motion pictures, books, translations for these 
missions—all field material. 

Out of the $13 million I testified that about $11 million plus is in 
those two classes, media uses in the field and our missions in the field. 

I testified as to where those deficiencies were in reference to the 
areas of the world and with reference to the specific media. 

Senator Green. Is the distribution in the discretion of the 
Department? 

Mr. Srrerpert. A report given by the House committee reduces 
that discretion. We requested that some reference be given in the 
Senate report or bill to permit discretion so that we may use most 
efficiently the various media, country by country, depending on our 
objectives and depending on the changing demands in the countries. 


SITUATION ON CONFLICT OF HOUSE AND SENATE REPORT LIMITATIONS 


Senator Green. [ would like to ask the chairman what happens 
when the limitations in the report of the House are inconsistent with 
the limitations put in by the Senate in its report. In neither case is 
it in the bill and the purposes stated in the report contradict each 
other. 

Senator HickENLoopER. I presume there will be a report of the 
conference committee, which will probably attempt to reconcile any 
differences. 

Senator Green. Do they attempt to reconcile the differences in the 
reports, or just the differences in the appropriation bills? 
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Senator HickENLOoPER. They reconcile the differences in matters 
of conflict and make a report on that. If there is a difference in the 
report of each House on contested matters, that might add a little 
confusion. 

Mr. SrrerBert. At least it has to be in the report in order to come 
up to the conference to see if we can get it. 

Senator Green. You want absolute discretion? 

Mr. Srreipert. Yes; within the restriction that we are obligated 
to report to both committees as to our programing of these funds so 
that there is full information available to the committees. 

Senator GREEN. You cannot tell them in advance? 

Mr. Srreipert. Only pertially. We do our best to estimate our 
needs in advance so we will know if there is any objection to our plans 
and can work our way back from them. 

Senator HickENLOopER. We would like to have an executive ses- 
sion here, if you would like to have it. We are prepared now to go into 
executive session if there are any matters you would like to take up in 
executive session. 

Mr. Srrerpert. Yes, there are three matters. 


OFFICE OF EVALUATION 


Senator ELLenpeEr. I would like to ask about this Office of Evalua- 
tion. Do you do most of that on the Washington level from informa- 
tion and reports that you get from the field? 

Mr. Srreirpert. The research work is placed from Washington, 
but it occurs in the field. That is to say, these research projects are 
conducted in the field to a large degree. Some of it is done here. 

We centralize its direction and supervision in Washington. 

Senator ELtenper. | thought that this Office took data that was 
gathered in the field. 

Mr. SrrerBert. It does. 

Senator ELLENDER. Is that what it does? 

Mr. Srretpert. That is one of the things. 

Senator ELLEeNpER. Is not that its main function? 

Mr. Srrerpert. No; there are many other functions. Other re- 
search projects that are very important. 

I read in the record a list of the projects. They have to do with 
evaluation in the field of opinion studies, of content analysis, what are 
called postaudit surveys, a variety of types of research. 

Senator ELLENDER. You depend in your evaluation process as to 
whether you should continue a project almost exclusively on your 
field reports; do you not? 

Mr. Srreipert. Yes, sir; data we get is a very important element; 
yes, sir. 

Senator ELLeNpER. Now, in trying to obtain other projects how 
do you go about doing that? In other words, suppose you want to 
start a new project in Indochina, or some other country. How do 
you go about doing that? 

Mr. Srreipert. You mean initiating the project? 

Senator ELLENpDER. Yes, to find out whether or not it ought to be 
done there. What is the process there? 

Mr. Srreisert. Here is one in Mexico City, if you want a specific 
example, where our public-affairs officer is commenting on how they 
have used the study for projects. 
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The second result, and probably the most important contribution, 
relates to the revelations as regards radio: 

The 4 radio programs that were being broadcastJwhen{Ifcamefhave been reduced 
to 1. Though smaller appropriations had some bearing on my decision to dis- 


continue these 3 programs, these evaluation findings were so conclusive that I 
would have eliminated these 3 regardless. 


Senator ELLENDER. But what process do you"go;through in order 
to determine whether or not something better thanJyou are doing 
there should be done? 

Have you any machinery in order to accomplish that purpose? 

Mr. Srrersert. That is the entire work of this organization. It 
gets down to specific instances in specific countries. 


PROGRAM EVALUATION 


Here is one in Mexico where he talks about: 


My ideas of future evaluation studies call for controlled studies in changes of 
attitudes. These, of course, are the mest difficult studies to make, but I have 
one project in mind which lends itself to just such a study. We are developing 
a ready-printed insert for Mexican newspapers which have limited editorial 
resources. Already the acceptance of the idea is so encouraging that I believe it 
can be a real success. Our plan is to single out from all the small cities we hope 
to serve one that would be accessible to an attitude survey. Before we sign up 
the newspaper for a weekly insert we would take a careful sounding. Then, say 
6 months or a year later, we would make an identical study to determine how 
much impact the newspaper insert had generated. It should prove to be valuable 
as an index of effectiveness. 

That is a small example. This is a normal routine kind of thing 
going on constantly. 

Senator EL.tenper. Then if this project should turn out to be 
valuable? 

Mr. Srrerpert. Then he would know he should continue it and pro- 
mote it to the maximum extent. 

Senator ELLenpeR. But you first give it a try? 

Mr. Srrerpert. First we give it a try. 

Senator HickenLoorrer. The open session will now be adjourned 
at this time, and the committee will go into executive session. 

We will ask that the room be cleared of everyone except the staff, 
Mr. Streibert and the staff of the committee. 

(Whereupon, at 11:30 a. m., Friday, May 7, 1954, the committee 
proceeded to executive session. ) 
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AND THE UNITED STATES INFORMATION AGENCY 
APPROPRIATIONS, 1955 


TUESDAY, MAY 11, 1954 


Unirep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 10 a. m., in room 
F-37, the Capitol, Hon. Styles Bridges (chairman of the committee) 
presiding. 
Present: Chairman Bridges and Senator Kilgore. 


DEPARTMENT OF COMMERCE 
FrepERAL Aip To AIRPORTS 


STATEMENT OF HON. GUY M. GILLETTE, A UNITED STATES 
SENATOR FROM THE STATE OF IOWA 


WATERLOO, IOWA, AIRPORT 


Chairman BripGes. The committee will come to order 

This morning the committee will hear testimony from various wit- 
nesses. We will hear from those from the State of Lowa first. Whom 
do you wish to start? 

Senator HicKENLOOPER. Senator GILLETTE. 

Chairman BripGes. Senator Gillette of Lowa. 

Senator Gitterte. Mr. Chairman, I have to leave, as everybody 
does, and my colleague here, my senior colleague has very consider- 
ately allowed me to present my statement first. I do not want to 
take the subcommittee’s time except to file a written statement with 
reference to this controversy and to add that it seems to me, Mr. 
Chairman, to be a clear case of good faith in the contract and I am 
afraid that the Government has placed itself in the position of violating 
the contract, which you as an individual and we as individuals would 
not do. 

If the subcommittee will permit me, I will file this statement. 

Chairman Bripegss. We will make it a part of the record. 

Senator Giuuerre. I thank you and I thank my colleagues. 

Chairman Bripces. Thank you, Senator Gillette. 

(The statement referred to follows: ) 
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STATEMENT BY SENATOR GILLETTE 


The people of the north half of lowa have carried on a long struggle for adequate 
and safe air transport Airports have been built at Sioux City, Mason City, 
Fort Dodge, Waterloo, and Dubuque. After many trials and tribulations, Mid- 
Continent Airlines was certified to fly between Sioux City and Chicago. Braniff 
International Airway’ is now flying this route with two round trips a day. 
Braniff also flies through Waterloo on north-south flights between Kansas City 
and the Twin Cities. There are 11 scheduled flights into the Waterloo Airport 
each day on Braniff. The airport is a busy place. Last year some 176,000 
people were passengers in the various planes that made landings at that airport. 

Waterloo has an empty control tower. To activate it would require the 
installation of equipment that the Government now has on hand. The only cost 
would be the installation cost of possibly $25,000. The annual cost of operation 
would probably be between $25,000 and $40,000. I have seen correspondence 
from the Secretary of Commerce which states that Waterloo in 1951 qualified for 
an operating tower. The tower was built with Waterloo and the Government 
each contributing $35,000. Waterloo was constantly assured that CAA would 
do everything in its power to expedite service for Waterloo 

Then about the Ist of January 1954, the standards of CAA were changed so 
that Waterloo does not qualify for the installation of a tower. Some 24,000 
annual nonlocal operations are required and in 1953 Waterloo had 20,800. CAA 
has stated in a letter from Mr. Sinclair Weeks to Hon. John W. Bricker dated 
March 20, 1954: ‘‘We feel that it would be unwise to make an exception for 
Waterloo, despite past promises, and open us to charges of discrimination from 
localities which want, but do not have, federally financed tower service. The 
entire situation is most unfortunate, particularly when it is known that we would 
still be willing to finance tower operation at Waterloo if service could have been 
started at an earlier date.”’ In other words, in the opinion of Secretary of Com- 
merce and the CAA authorities, it is better to break an old promise than a new 
rule. 

The airport authorities at Waterloo have prepared a factual brief relative to the 
empty control tower in Waterloo, lowa. This brief sets out in detail the opera- 
tions at Waterloo, the promises that were made, and the very great need for an 
operating control tower and communication station at that city. There have 
been several near accidents at the Waterloo Airport due to lack of a control tower. 
Mr. Betsworth, the airport manager, will give you the details of these occurrences. 
In the opinion of CAA in 1952, an operating control tower was so necessary that 
the Government spent $35,000 of its own money to help with its erection. An 
operating control tower was so important that CAA twice recommended to the 
Congress that the tower be put in operation. Business at the Waterloo Airport 
is steadily increasing If the control tower were in operation there, it would 
continue so because of the heavy traffic at that airport. Definite commitments 
were made by CAA that the tower would be put in operation. 

Now, after the tower is built, one-half of the cost being deferred by Waterloo, 
and after the citizens of northern Iowa have proven their faith in the desirability 
and safety of air transportation by a steadily increasing use of the airport and after 
CAA has promised the city that the control tower would be put in operation, CAA 
refuses to recommend that the cost of operation be included in the appropriation 
bill. It does more than that. CAA blandly admits that it committed itself to 
the activation of this tower. It admits more. It admits that in the judgment of 
CAA it is better to break this commitment than to break a rule which it has 
adopted within the past few months. 

I feel very strongly that we haven’t kept faith with the people who use the 
Waterloo Airport. This airport is used to a very considerable extent by all of 
the people of the north one-half of Iowa. For a radius of 100 miles around 
Waterloo, there is no operating control tower. There is a communication station 
at Cedar Rapids, 60 miles to the south; there is 1 at Mason City, 80 miles to the 
west; there is a control tower and communication station at Rochester, Minn., 
100 miles to the north, To the east there isn’t a tower in operation for 200 miles. 

I am one who believes that if a commitment is made, a commitment should 
be kept regardless of the cost. I recognize the need for attempting to balance 
the budget I recognize the desirability of enforcing a rule. However, I believe 
that the United States Government is no exception to the rule that honesty is the 
best policy. I do not believe that our desire to reduce our expenditures or our 
desire to enforce our new rules is any justification for the breach of a commitment. 
This is particularly true in this case where the need for the service continues. 
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No one claims that the commitment was ill-advised. No one claims that the 
need for the tower operation does not exist. No one claims that we are not 
jeopardizing the lives of thousands of people by the failure to put this tower 
in operation. CAA frankly says that in its judgment it is better to break a 
promise than to break a rule. I do not betieve that that is the attitude of the 
United States Government or of the Congress of the United States. 

I, therefore, respectfully recommend to this committee that since the need for 
this control tower and communication station at Waterloo is very great indeed 
and since Waterloo has the positive commitment of CAA for the operation of 
the tower, the appropriation bill include funds for the installation of the necessary 
equipment and the operation of a control tower and communication station at 
Waterloo, Iowa. 


STATEMENT OF HON, BOURKE B. HICKENLOOPER, A UNITED 
STATES SENATOR FROM THE STATE OF IOWA 


WATERLOO, IOWA, AIRPORT 


Senator HickenLoorrer. Mr. Chairman, the matter under con- 
sideration, as | understand it, this morning by the subcommittee 
and I may say parenthetically that we are very appreciative of your 
consideration of this matter in permitting the congressional repre- 
sentatives and the representatives from Waterloo, lowa, to appear 
here and again present their case—has to do with the establishment of 
a control tower and other traffic control devices at the airport at 
Waterloo, Iowa. 

This matter has been under consideration for several years. As 
other witnesses will testify in greater detail, with respect to this 
matter in 1951 the CAA definitely committed itself to me and, I 
assume, to Representative Gross of that Congressional District, and 
to the people in Waterloo, that such a tower-control system would be 
installed, that it was needed, and that letter later, I think, will be put 
in evidence. It is a letter of December 15, 1952. 

The facts historically are these: Waterloo has one of the best air- 
ports in the State of lowa. It has north and south and east and west 
traffic of considerable extent. At the time the commitment was 
made by CAA the number of landings and takeoffs including scheduled 
airlines and itinerant landings and takeoffs as well, was well over the 
requirements for the installation of such control and safety facilities. 


LOCAL PARTICIPATION 


Based upon the assurance of the CAA Waterloo went ahead and 
spent some $45,000 or $50,000—the exact amount I do not know, but 
it is in that neighborhood, getting the facilities in shape there, and 
then a year or so ago for some reason CAA changed their specifica- 
tions. When they changed the specifications W aterloo at that time 
did not have enough landings and takeoffs including itinerant and 
scheduled landings and takeoffs to meet the minimum requirements, 
as they had been stepped up. However, they did have enough to 
maintain the facilities had they once been established as agreed upon 
to have been established in 1951 and 1952 under the criteria then in 
effect. There has been a lot of delay and there have been many 
excuses. 

There have been a number of near accidents at the Waterloo Airport 
with very heavy traffic there due directly to a lack of these contro] 
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and safety facilities. I shall not testify as to the details of the weight 
or the burden of that traffic. Mr. Betsworth, the manager of the 
airport, is here and he can give any details that you may be interested 
in. However, it is suffice to say that the traffic at the Waterloo Air- 
port is well over the requirement standards set by CAA and probably 
next to Des Moines it is the busiest airport in the State of Iowa. I 
believe that is true. 

Mr. Bersworrn. That is right. 

Senator HickeNLooper. | am very familiar with the Waterloo Air- 
port. I was there at the time it was dedicated. I have landed and 
taken off from that airport a number of times. ‘Traffiic is heavy. 
It is located in the center of the State of Towa and it has many na- 
tional-defense features surrounding it. 

Certain of our detecting devices and so on are in the vicinity of the 
Waterloo area. I think it is utterly vital that the CAA finally go 
through with their proposal, and, in fact, their promise, in 1951 and 
1952 and install these facilities, especially in view of the fact that the 
traffic now is in far greater volume than the minimum requirements 
as set by their own standards. 

Mr. Chairman, I shall not take more time because the details can 
be given so much better by others, but I think it is most important— 
of course it is so very important to me because of my familiarity with 
this area—to point out that Waterloo is in the center of what you 
might call a vacuum of reliable airplane communications devices, 
and coupled with the fact that it is the second busiest airport in the 
whole State of Lowa it should demonstrate the vital need for reliable 
communications in that area. Various documents will point out and 
show that it is in the center of a vacuum on communications and that 
it more than meets the present minimum standards for the installation 
of such facilities. 

NEED FOR FACILITY 


I earnestly hope, Mr. Chairman, that this committee can see fit 
to put in the necessary appropriations to give this long and vitally 
needed facility, which again I emphasize was definitely promised and 
agreed to in 1951 and 1952 by the CAA, to this very busy airport and 
to this very busy section of the State of Iowa. I will stand ready at 
anytime to secure any information for the committee which it might 
later need, but I suggest that Representative Gross of that district 
has a more intimate knowle <dge of the situation than 1 do—that is his 
hometown—and Mr. Betsworth, one of the best airport managers in 
the United States and a man who has been on top of this situation for 
years, not only in Waterloo, but in his activities in the national as- 
sociations, is highly capable of giving you accurate facts and the 
more intimate reasons why this is essential, and he will be able to 
enlarge on the Bic ture for you. I thank you, Mr. Chairman. 

Chairman Brivges. Thank you, Senator Hickenlooper. The let- 
ter from Mr. Horne to Senator Hickenlooper, dated December 15, 
1952, where he assured Senator Hickenlooper that steps are being 
taken to open this tower and give this service, will be made a part of 
the record. 

(The letter referred to follows:) 
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DeceMBER 15, 1952 
Hon. B. B. HickENLOOPER, 
United States Senate, Washington, D. C. 


Dear SENATOR HickKENLOOPER: With reference to your letter of November 19, 
1952, concerning the need for airport traffic control and communication service 
at the Waterloo Municipal Airport, Waterloo, lowa, we are very glad to inform 
you that appropriate steps are being taken to include a combined tower/com- 
munications station at Waterloo in our fiscal yéar 1954 budget request 

It is expected that the radio navigation aid which will serve Waterloo—a 
very high frequency omnirange (VOR)—will be completed and commissioned 
by the fall of 1953 

Thank you for your interest in this problem. You can be assured that the 
Civil Aeronautics Administration will do everything possible to expedite service 
for Waterloo 

Sincerely yours, 
C. F. Horne 
Administrator of Civil Aeronautics 


BASIS OF REQUIREMENTS 


Chairman BripGes. Before you and your witne sses leave, Senator 
Hickenlooper, what is the position of the CAB now’ 

Senator HickenLooper. As | understand it—and I would like to 
be corrected and I would like to have this testimony corrected on 
detail if 1 am not right—when the budget was made up this year the 
requirements for the number of takeoffs and landings, scheduled and 
unscheduled, had been increased earlier this year. That is as | 
understand it. 

Representative Gross. In January of this year. 

Senator HickmeNLooper. Yes, January of this year. At the time 
of that increase Waterloo fell just below. The requirement with 
the increase in the change—alteration of the minimum requirements, 
meant that it jumped up to 24,000. It had been below 24,000. They 
jumped it up to 24,000 and said that Waterloo was not qualified 
because the last reports showed that they had less than 24,000 
The facts now, however, as I understand it, are that the landings and 
takeoffs for the unit measurement, whatever it is, is now in the 
neighborhood of 27,000 so that Waterloo now is well over the minimum 
standards set even by this new and increased standard which the 
CAA set. 

Chairman Brinvess. When that is called to their attention what 
do they say? 

Senator HickeNLoopeER. I shall have to refer you to Mr. Betsworth. 
It is my understanding, however, that the reason it was not included 
in the budget was because at the time the budget was made up the 
record showed that they had 24,000 and the rec ‘ord of 2 7,000 did not 
come until after the budget came through. The CAA will have to 
testify for itself, but it is my understanding that if this committee 
sees fit to include this in the appropriation the CAA will raise no 
objection. I say they will have to testify for themselves. I cannot 
testify for them. However, certainly Waterloo now exceeds the 
minimum requirements and certainly in my own opinion very definitely 
there is a vital need for this installation there. 

I want to call attention to one thing thing which I think Mr. Bets- 
worth will cover in more detail. He will have, I believe, a list of the 
cities and towns in the United States where traffic is far less than 
Waterloo which have been given this kind of service. 
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Chairman Bripers. And now have it? 

Senator HickenLoorer. And now have it. We feel the yardstick 
should be applied in the interest of safety and in the interest of need 
for the traveling public. 

Chairman Brinces. Thank you, Senator Hickenlooper. 

Senator Hickentooper. Thank you. 


STATEMENT OF HON. H. R. GROSS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IOWA 


WATERLOO, IOWA, AIRPORT 


Chairman BrinGes. Congressman Gross, we will be delighted to 
hear from you. 

Representative Gross. Mr. Chairman and members of the sub- 
committee, I appreciate this opportunity to make a brief statement. 
I do represent the Third Congressional District of lowa, and my home 
is in Waterloo, lowa. During my service in Congress, I have spent 
much time and energy to the activating of the airport at Waterloo. 

In the first place, the struggle to obtain a certified, commercial air 
carrier at Waterloo was long and hard. The CAB first certified Parks 
Airlines as a carrier at Waterloo, but for 3 long years no commercial 
service was provided because Parks Airlines was unable to get into 
operation. Finally, and after much work by the citizens of Waterloo, 
Mid-Continent was certified as the east-west carrier through Water- 
loo between Sioux City and Chicago. 

Shortly prior thereto, it was certified as the North-South carrier 
between the Twin Cities and Kansas City. The people of the Third 
Congressional District and of northern lowa have appreciated this 
service and shown their appreciation by using it. This use has steadily 
increased. The service given by the commercial airline, which is now 
Braniff International Airways, successor to Mid-Continent, has 
steadily increased. During the past year, some 176,000 people landed 
at the Waterloo Airport. 

Many of them came on Braniff. Others were itinerant flyers. As 
Senator Hickenlooper has suggested, the Air Force has a classified 
installation at Waverly, lowa, some 10 miles away, and due to this 
fact, there are many military planes coming into Waterloo. In the 
event of war, its use by the military would be greatly increased over- 
night. 

A survey made for the purpose of a hearing before the CAB showed 
that people from 170 towns purchased tickets and boarded commercial 
planes at Waterloo in 1953. 

This use of the airport is accounted for not only by the desirability 
of that type of transportation, but on the belief of the people of nor- 
thern Iowa that they can fly in safety. 


CONTROL TOWER 


The Waterloo Airport management has recognized that safety is a 
paramount consideration, and the city cooperated with the CAA in 
the erection of a control tower on the assurance of the CAA that it 
would be put in operation. There is no control tower within a radius 
of 100 miles of Waterloo. Both CAA and the airport management 
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recognized that it was imperative that the tower be put in operation. 
The CAA promised on many occasions that it would do everything in 
its power to provide tower operations for Waterloo. Both the present 
Administrator and the Secretary of Commerce recognize and admit 
these commitments. 

The manager of the airport, Mr. Walter Betsworth, will tell you of 
at least two instances where tragic collisions were averted only by the 
intervening hand of an allwise providence. It is as certain as the 
sunrise that if we do not have an operating control tower and com- 
munications station at Waterloo in the immediate future, there will 
be a serious accident resulting in a tragic loss of life. 

There are few, if any, Members of the House of Representatives 
who have fought more vigorously for economy than I. Frequently, 
I have been criticized for my opposition to installations that I did not 
think were necessary the world over. I have not changed my opinion 
and I do not believe in the reckless spending of money. 

[ do believe in keeping commitments. 1 do believe in protecting 
human lives. I believe that money spent for the activation of a 
control tower at Waterloo is money that would be frugally spent and 
money that would pay tremendous dividends in safety. ‘Human life 
is a precious thing. 

You understand, of course, that a control tower not only protects 
the people who are landing and taking off at the airport but it also 
protects those who are flying within the range of the control tower. 
It is a means of giving them information and of keeping them informed. 

You must also remember that while more Waterloo people use this 
airport than from any other community, there are thousands of 
people who reside in Chicago, Sioux City, or some other part of the 
United States who fly in ‘and out of that airport. An operating 
control tower is for the safety of the flying public who are flying in 
and about the airport where it is installed. It isn’t a matter of local 
pride; it is a matter of deep concern for the safety of the flying public. 

If I were twice as thrifty as 1 am, I would still feel that money 
was well spent that activated the control tower at Waterloo, Lowa. 
Certainly it was promised to us. It was promised because it was 
needed, and it is needed more now than at the time the promise was 
made. I do not believe that the Federal Government is exempt 
from keeping its commitments. I do not think that there is any- 
thing inconsistent in keeping the commitments made even though 
it may be in violation of a subsequent rule. All rules should be 
adopted subject to the keeping of commitments previously made. 

My plea for the inclusion of the cost of activating and operating 
this control tower/communication station, however, is not primarily 
based on the commitment made. My plea i is based on the imperative 
need for such an operation at Waterloo, lowa, if the public is to re- 
ceive the protection to which it is entitled. 

Thank you, Mr. Chairman. 

Chairman Brivers. Thank you, Congressman Gross 











1600 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


STATEMENT OF WALTER E. BETSWORTH, MANAGER, 
WATERLOO, IOWA, AIRPORT 


WATERLOO, IOWA ATRPORT 


Chairman Brineres. Mr. Betsworth, since you have a prepared 
statement we will make it a part of the record. 
(The statement referred to follows:) 


Remarks OF WALTER E. BetswortH 1N REFERENCE TO THE WATERLOO CoNnTROL 
TOWER 


I am here today because I am deeply concerned for the safety of the lives of 
over a quarter million people who will use our airport during the coming year. 
We are sure that the members of this committee are as equally concerned for the 
public safety. Last year at the Waterloo Municipal Airport we had approxi- 
mately 8,000 scheduled aircarrier, 13,000 itinerant and some 60,000 local aircraft 
movements. These airplanes were loaded with passengers en route from the 
Canadian border to the Gulf of Mexico, or from the east coast to Chicage-Water- 
loo-Sioux City-Sioux Falls and out into the great Northwest. And because of 
the lack of any aircraft control or communication facilities whatsoever the landing 
of these airplanes loaded with people is.fraught with constant danger. 

My job as airport manager, gentlemen, is to do everything possible to provide 
for the safety of the people who use our airport. That responsibility is a grave 
one and one that I am doing my utmost to discharge. In my many years of 
experience as an airport manager I have helped pull people out of burning air- 
planes. I don’t want to have that experience again. 

Mr. Chairman, I will not repeat the information supplied in our factual brief 
which vou have before you. As you review this brief you will find the record of 
the commitments, the record of the needs are crystal clear. I would like to tell 
you of just 2 instances, out of many, when 2 aircraft narrowly missed collision 
at Waterloo. 

On Sunday afternoon December 20, 1953, Braniff flight 165 arriving from 
Chicago was working en instrument approach from the north landing into the 
south. The weather at the time was reported as a 400-foot ceiling with 8 miles 
visibility. The pilot, Captain Benell, descended to 400 feet but was unable to 
establish contact so he executed his missed apprcach procedure and pulled up. 
At the same time a Navy plene passed over the airport at right engles to the 
path of the Braniff flight and a collision with its resultant loss of life was narrowly 
averted. We knew where the Braniff flight was all of the time but we had no 
way of knowing that there was a Navy plane or any other plane for that matter 
anywhere in the vicinity. 

Another incident, if you pleasc: A Braniff flight from Kansas {City arrived 
over Waterloo on top of an overcast at approximately the same time as another 
Braniff flight from Sioux City. In accordance with company procedures the two 
flights effected their cwn clealance via radio and the first fligbt worked an instru- 
ment approach from on top of the overcast to contact under the minimum ceiling 
conditions. Upon reaching contact, he advised the second Braniff flight which 
had waited on top that he had established contact and the second Braniff flight 
made its instrument approach. Between the time the first Braniff flight broke 
contact and the time it arrived at the ramp, an itinenant Grumann Mallard, wh« 
bad apparently arrived at Waterloo on, instruments (since be had not been 
observed on top by either Braniff flight) worked an approach in the overcast 
somewhere in between the two Braniff flights and nct over a minute and a half 
behind the first Braniff flight. When the second Braniff flight broke out of the 
overcast this Grumann Mallard was right on the end of the runway under him. 
Only by quick, alert acticn on the part of the Braniff pilot was a ccllision averted 
with its resultant loss of life. Again, we knew where the Braniff flights were but 
were ignorant as to the location of the itinerant aircraft. Our luck, gentlemen, 
will not continue to hold cut indefinitely. If we continue without control or 
communicatiens of any kind eventually two or these aircraft are going to arrive 


at the same spot at the same time. If and when that bappens those who tell 
us today, “it is better to break an cld promise than a new rule”’ will be the first 
to say, ‘‘we knew the facilities were required but the Congress would not give us 


the money 
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This matter is so small in comparison with the weighty matters that you 
gentlemen must consider every day that we were reluctant to appear before you 
and presume to take up your time discussing the problem. But with the live 
of so many people imperiled we were convinced that we should bring it to your 


attention It would not be a small matter to the families, the widows and 
orphans left behind, if an accident occured at the Waterloo Airport 

Economy in governmental operations, gentlemen, is something we all strive 
to achieve. We at the local level of government are as hard pressed to effectuate 
every possible economy in our operations as are those at the Federal level But 
economy at the expense of public safety is never justified 


Would you postpone an appendectomy on a member of your family because 
it wasn’t provided for in the family budget? When the safety of human life i 
involved whether at the family or the top governmental level, economy at the 
expense of safety is unacceptable 

Mr. Chairman and members of tl is committee, it is our plea that you appro 
priate sufficient funds and take such other action as you deem necessary to pro 
vide for the Waterloo Airport a combination air traffic control tower/communi- 
cation station; so that the thousands of people who fly in and through Iowa will 
have the same basic safeguards provided for their safety that are now provided 
elsewhere 





SAFETY FEATURES 


Chairman Bringgs. The thing this committee would be interested 
in is the safety features needed at Waterloo. Tell us briefly what 
accidents occurred there. Also if you can show us other ports where 
the traffic is less and CAA maintains facilities. These two factors 
will be important in the decision of this committee 

Mr. Berswortn. Thank you very much, Senator Bridges. [| am 
the airport manager at Waterloo and I am here today because | 
have a very vital concern, as Congressman Gross and Senator Hicken 
looper have said, for the safety of the people who fly in and cut of 
Waterloo. 

My job as airport manager there is to see that we do everything we 
possibly can to provide for the safety of those people. I am doing 
everything I can to do that. 

Here is a point that the committee might be particularly interested 
in: What has Waterloo done to provide for the safety of the people 
on their own? We went out and bought 1,700 acres of land with no 
Federal assistance to clear all of the approach zones at the end of the 
runways, to clear the turning zones. We own all the land off the end 
of all the runways for over half a mile. We spent $55,000 of our own 
money, and again I say without any Federal assistance, taking down 
the highlines, telephone lines, and telegraph lines all around the ait 
port and rerouting them. We spent $17,000 for a standby generator 
so that we would have a continuity of power. We spent some $70,000 
to $75,000 building these quarters to which Senator Hickenlooper 
referred for the exclusive use of the CAA which now stands empty 

With reference to the accidents and the near accidents, Mr. Chair 
man, I will not repeat the information which we have supplied to you 
in this factual brief. I think as you go through that brief vou will 
find the record of the commitments, and the record of the need there is 
crystal clear. 

I would like to follow up your suggestion and just tell you two 
incidents out of many cases in which an accident and a tragedy almost 
occurred at Waterloo. 

Last December 20, Braniff flight 165 was working its way into 
Waterloo on instruments approaching from the north and landing 
into the south. We had measured the ceiling at 400 feet. The visa- 
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bility was 6 or 7 miles. Captain Benell, the pilot of the flight, had 
let down to about 400 feet, our minimum at Waterloo, and being 
unable to establish contact he executed his missed-approach procedure 
and pulled up. At that identical moment a Navy plane crossed over 
the airport at right angles to the path of the Braniff flight and a 
collision with its resultant loss of life was very narrowly avoided. 

We knew all the time, of course, where the Braniff flight was. We 
had no way of knowing and no w ay of communicating with the Navy 
plane, nor did the Navy plane have any way of talking to us. We 
had no way of knowing that that Navy plane was within a hundred 
miles of the airport or that any other itinerant aircraft was anywhere 
around. 

Another incident, and this is another one out of many—you asked 
me to give 1 or 2 instances—was the time a Braniff flight arrived on 
top of the overcast from Kansas City at approximately the identical 
time that one arrived from Sioux City on top of the overcast. In 
accordance with company procedures which had been established 
they effectuated their own airway clearance by radio and the first 
Braniff flight proceeded to work his instrument approach down through 
the overcast to establish contact. Upon establishing contact he 
radioed back to the second Braniff flight which had waited up on 
top and the second Braniff flight started his instrument approach. 
However, between the time that that first Braniff flight landed and 
the time that he got to the ramp an itinerant Grumann Mallard 
worked an instrument approach through the overcast, landed on the 
runway about a minute behind the first flight, a minute to a minute 
and a half, and when the second Braniff flight broke out of the overcast 
at about 1,200 feet with his flaps down, his throttles cut, his final 
commitment, here was this Grumann Mallard right there on the run- 
way underneath him and it was only be very alert and fast action on 
the part of the pilot and copilot on that Braniff flight that we averted 
a terrible collision. 

Again we knew where the Braniff flights were. We did not know 
that this-Grumann was anywhere in the neighborhood. He had 
no way of telling us. We had no way of telling him that these Braniff 
flights were working an instrument approach or whether they were 
anywhere in the neighborhood whatsoever. 

We appreciate the fact that this is a small matter compared with all 
the weighty problems that you gentlemen have to consider and as a 
result of that we hesitated a long time before we presumed to bring it 
in here to your attention and ‘to take up your time discussing it. 
However, it will not be a small matter to the families or the widows 
or the orphans who are left behind if we have a bad accident there. 

Economy in governmental operations, Mr. Chairman, is something 
that we all strive to achieve. We, at the local level of government, 
are as hard pressed to effectuate every possible economy in our opera- 
tions as are those at the Federal level. Economy is the watchword 
of the local government. We are the boys that pay the local taxes, 
and the State and Federal taxes. When we are considering economy 
at the local level in the sense of safety it is never justified, not at the 
expense of human lives. 

Chairman Bripeggs. What regular airlines use your port? 

Mr. Berswortn. Braniff Airlines. 

Chairman Bripvges. How many trips a day? 
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NEED FOR TOWER 


Mr. Berswortnu. Eleven scheduled a day. Incidentally, it is the 
only city in the United States, Mr. Chairman, which has as much 
scheduled traffic in 1953 as did Waterloo that did not have either a 
communication station or a control tower, and we have neither one 

Chairman Brinveges. How much military use? 

Mr. Berswortnu. The military and the itinerant were thrown to- 
gether. During the year of 1953 we had approximately 8,000 air 
carrier movements, 13,000 itinerant military and civil, and 60,000 
local aircraft movements, making a total of about 84,000 total sched- 
uled and air carrier itinerant aircraft movements. 

In reference to the change in standards that you were discussing 
with Senator Hickenlooper, prior to January of this year the standard 
was set up in March of 1953 in airway planning standard Nos. 1 and 2. 
An air carrier was given 10 points, an itinerant was given 5 points, and 
a local aircraft movement was given 1 point. For some reason—we 
do not know why—the CAA saw fit to change the criteria and : 
DC-6 or DC-7 with 65 or 70 people aboard today gets no more con- 
sideration for the establishment of Federal facilities than I do if I am 
flying around in a Cub alone. 

Mr. Chairman, I do have a list here of the cities in the United States 
which have less airline traffic than does Waterloo which have CAA 
communications and control tower, if you would like to have that for 
the record. 

Chairman Bripggs. | think it might be well to have that. We 
will insert it in the record at this point. 

(The information referred to follows:) 


Survey of cities in the United States which have less airline traffic than does Waterloo 
and which have CAA communications and control tower 


No airline | Communica- Control 
schedule tion station tower 


Bridgeport, Conn 2 xX Cc 
Ontario, Calif... 4 x ( 
Burlington, Vt... 4 xX ( 
Duluth, Minn 7 x C 
Reading, Pa___- s x C 
Pendleton, Oreg 8 x ( 
Colorado Springs, Colo 8 xX C 
Great Falls, Mont_-- Ss x ( 
Pueblo, Colo... ; 8 x Cc 
Abilene, Tex... ‘ 9 x ( 
Columbia, 8. C. 9 xX C 
Flint, Mich-_- 9 xX Cc 
Tallahassee, Fla 9 xX ( 
Waco, Tex-. 4 x C 
Bakersfield, Calif 10 xX C 
Billings, Mont-- 10 4 ( 
Daytona Beach, Fla : 10 xX Cc 
Lincoln, Nebr 4 10 xX C 
Pensacola, Fla 10 xX ( 
Pocatello, Idaho 10 x ( 
Springfield, Mo-- 10 xX Cc 
Wichita Falls, Tex... 10 x © 
Boise, Idaho ll x ( 
Charleston, 8. C. ll x Cc 
Peoria, Il)__.. 11 x © 
Wheeling, W. Va ll xX 
Lubbock, Tex -__- 12 xX Cc 
Montgomery, Ala_... 12 xX Cc 
Portland, Maine-- 12 xX Cc 
Reno, Nev... 12 xX Cc 
Spartansburg, 8. C 12 xX Cc 
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ESTIMATED COST OF TOWER 


Chairman Brinces. The cost of putting this in at Waterloo would 
be $77,000 with an annual operating cost of about $38,000? 

Mr. Bersworru. Somthing like that, ves, sir; that is, if they put 
in new equipment. ‘The cost of personnel is about $35,000 or $40,000 
a year. Mr. Weeks in one of his letters in that brief refers to $30,000. 
The CAA said it should have been $35,000 or $40,000. The installa- 
tion if they put im new equipment will cost about $70,000. If they 
use used equipment it will cost $20,000 to $25,000. 

Chairman Bripces. Mr. Nielson, will you have Mr. Lee give us 
the up-to-date information on that and the verification as to the 
amount of traffic since the survey was made? 


STATEMENT OF OSCAR H. NIELSON, DEPARTMENTAL BUDGET 
OFFICER, DEPARTMENT OF COMMERCE 


ESTIMATED COST 


Mr. Nietson. Mr. Chairman, we will supply for the record the 
information. 

Chairman Bripegs. Also furnish information as to the minimum 
cost for which this could be reopened. I have the estimate of $77,000 
for establishment costs. If that could be shaded in any way we 
would like to know it. We would also like to have an estimate of 
the minimum operating costs. 

Mr. Nrevson. We will be very happy to furnish that. 

(The information referred to follows:) 


DEPARTMENT OF COMMERCE, CiviL AERONAUTICS ADMINISTRATION—STATEMENT 
ON Facinitres at WaTERLOO, Lowa 


Based on data furnished the Civil Aeronautics Administration by airport 
officials at Waterloo, Iowa, the volume of air traffic in 10 months of this fiscal 
year has been measured at 21,630 operations. This volume is expected to amount 
to approximately 26,000 in fiscal year 1955. The minimum criteria used in 
determining where the Federal Government should establish control tower service 
has been fixed at a level of 24,000 total itinerant operations. It is evident, there- 
fore, that Waterloo, Lowa, will qualify for a control tower during the coming fiscal 
year. 

Considering all known characteristics of aviation activity at Waterloo, it would 
be advisable to serve this location from a combined airport traffic control tower 
and communications station. The volume of traffic, as indicated above, meets the 
minimum criteria for control tower service and the distance from adjacent com- 
munications stations is such that the operation of communication facilities would 
provide for greater efficiency. 

As of last July, when the 1955 budget estimates were being prepared in CAA, 
data available did not indicate that air operations at this location would meet 
the established criteria. Based on the information now available, a control 
tower only would provide a minimum level of service and a combined station- 
tower would provide the preferred type of service. 

The cost of new equipment for an airport traffic control tower of this category 
is $77,000 and the annual operating cost is $38,851. Recent deactivation of 
another tower makes equipment available which could be used at Waterloo, so as 
to reduce the establishment cost to $15,000. Through use of other equipment 
made available by deactivation of communications facilities, a combined tower and 
station could be established for $26,000. In effect, through utilizing equipment 
made available by deactivation of facilities in other areas, it would be possible to 
establish either a control tower or a combined station-tower at substantially 
less than the normal cost of equipment, which amounts to $77,000 for a tower, 
$62,000 for a communications station, or $92,000 for a combined facility. 
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The estimates now pending approval before Congress do not include provision 
for establishment or operation of any facility at Waterloo. The minimum amount 
required for this purpose would be $15,000 for a tower or $26,000 for a combined 
facility under the “Establishment of air navigation facilities’”’ appropriation and 
$38,851 for tower service or $56,000 for combined facility service under the ‘‘Sal- 
aries and expenses” appropriation. A total of $53,851 is required for tower 
service only, or $82,000 for preferred services, which include both tower and en 
route communications services. 


Chairman Bripe@us. Is there anything further you would like to 
make a part of the record? If not that will conclude our hearing for 
Waterloo. The additional information can be given to our staff. 
We would like to have appear in the-record on this what we can 
jointly agree upon. 

(The information referred to follows:) 


“Tr’s Better To BREAK AN OLD Promise THAN A NEw Ro.e’’—A Factual 
Brier RELATIVE TO THE Empty ConTROL TOWER AT THE AIRPORT IN WATER- 
Loo, Iowa, THE REASONS FOR ITS VACANCY AND THE NEED FOR ITs ACTIVA- 
TION TOGETHER With SupportTinG EXHIBITs 


GEOGRAPHY 


Waterloo, Iowa is a town of 65,000 people serving as an air outlet for the 600,000 
residents of northeast Iowa. It is 272 miles straight west of Chicago and 214 
miles south of Minneapolis. It is the intersection of Braniff route No. 48 from 
Kansas City to the Twin Cities and Braniff route No. 106 from Chicago to Sioux 
City. There are 11 scheduled airline flights per day at the airport by DC-3’s 
and Convairs together with many landings of itinerant aircraft and local air- 
craft. In 1953 people came from 170 cities and towns in Iowa to purchase tickets 
and board the airline flights at the Waterloo Municipal Airport. Only Des 
Moines and Sioux City handle more scheduled airline traffic than does Waterloo 
The airport comprises some 1,700 acres with paved runways and a new terminal 
building and cost the taxpayers approximately $3 million. On top of. the ter- 
minal building is a control tower which is empty. This brief deals with the 
reasons for its vacancy and the need for its activation 


THE WITNESS 


The witness is Walter EK. Betsworth, Waterloo airport manager for the past 
6 years, an airport manager of many years experience, a past president of and 
now executive secretary of the American Association of Airport Executives 


FUNCTIONS OF A CONTROL TOWER/INSAC 


The functions of an Interstate Airways Communication Station and an airport 
control tower are familiar to the members of the committee. INSACS are 
presently operated at 405 locations to provide flight information to and from the 
pilot in flight for the safety of all who fly. Control towers provide for the safe 
and expeditious handling of aircraft traffic on and around the airport A com 
bination INSAC/Tower performs all of the services of both with a little more 
than half of the equipment and personnel that is required to operate a separate 
INSAC and control tower. 

fTHE PROBLEM 


The Civil Aeronautics Act of 1938 directs the Administrator to establish 
civil airways and to provide necessary facilities for the regulation and protection 
of air traffic. Yet notwithstanding this directive from the Congress and in 
spite of the fact that 405 other locations have LNSACS and over 150 have con- 
trol towers, Waterloo Airport has absolutely no CAA facilities to provide for the 
protection and safety of the more than 176,000 people who were occupants of 
aircraft landing and taking off at the Waterloo Airport in 1953, not including 
the occupants of local planes. 

Braniff Airways operates their own radio facilities for communication with 
their own aircraft. Civil and military itinerant aircraft, however, cannot com- 
municate with the Braniff radio operators. Therefore, at present-every itinerant 
pilot landing at the Waterloo Airport on a cloudy day simply flies in by the seat 
of his pants and gambles that none of the scheduled airliners or any other planes 
are in his immediate vicinity. 
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REQUIREMENTS FOR ACTIVATION 


The control tower is built and paid for. To activate it, radio equipment from 
discontinued towers could be installed at a cost of from $10,000 to $15,000. 
The Government has such equipment available. The annual cost of manning 
the contro] tower/communication station would be approximately $30,000 mostly 
for personnel. As pointed out by Capt. L. Homer Mouden, chairman of the 
regional air safety committee for the Kirline Pilots Association in his attached 
letter marked ‘“‘Exhibit I:”’ 

“A look at the aeronautical charts will show that a large void exists without a 
communication station in this part of the country. The area is bounded by 
Mason City, Iowa, Rochester, Minn., LaCrosse and Lone Rock, Wis., Rockford 
and Moline, Ill., lowa City, Cedar Rapids and Des Moines, Iowa. A communica- 
tion station commonly known as INSAC at Waterloo, Iowa would permit adequate 
radio conversation for aircraft operating at minimum en route altitude between 
any 1 of the 2 points listed above as circumscribing this area. This also lies just 
inside of the present ADIZ and for security purposes, aircraft entering the ADIZ 
have need of an INSAC or some means of obtaining clearance prior to entering 
the defense zone.” 

* * * * * * * 


“Your community has every reason to expect airline and general air traffic to 
increase. The pilots of ALPA are doubly concerned over the possiblitiy of an 
accident resulting from noncontrolled traffic. We are of the opinion that a 
communication station (INSAC), or better, a combined tower and communication 
station, (TOWRAC), would eliminate existing conditions.” 

* * * * * * + 


“It is seldom that so many problems can be solved by the establishment of one 
facility, as in this particular case. The failure to do so rests as a tremendous 
responsibility on all of us toward the American public.”’ 

Such a facility would increase the public use of the $3 million airport and increase 
the safety of everyone flying in this general area. 


USE OF THE AIRPORT 


More than 176,000 people were occupants of 20,766 air carrier and intinerant 
aircraft landings and takeoffs in 1953, not including occupants of some 63,000 
local aircraft movements. The use of the airport is steadily on the increase by 
scheduled civil and military traffic. The lowa National Guard is just complet- 
ing a $150,000 armory and vehicle service center on the Waterloo Airport and will 
be making increasing use of the airport as indicated by letter attached from Maj. 
Gen. Fred C. Tandy marked “ Exhibit IT.” 


IMMEDIACY OF THE NEED FOR A TOWER 


Iowa skies are frequently cloudy. Overcast is common. This matter was 
brought to a head on December 20, 1953. On this date, Braniff flight 165 was 
making an instrument approach through the overcast into the Waterloo Airport 
with a plane load of passengers using Braniff’s own private radio facilities. The 
Braniff ship was landing from the north into the south. At almost the identical 
time, a Navy plane crossed the airport at approximately the same altitude in the 
overcast from the east going to the west. We had no way of knowing that the 
Navy plane was anywhere in the vicinity and have no radio facilities by which 
the Navy pilot could contact us or we could contact him, and the same thing, of 
course, is true of any and all other intinerant aircraft. 


THE PROMISE 


The control tower was built at the Waterloo Airport because of the obvious 
need for its facilities and at the suggestion of the Civil Aeronautics Administra- 
tion. It was agreed that the request for an appropriation for the operation of 
the tower would be made and in fact such a request was made for both the fiscal 
years 1953 and 1954, 

Exhibit III is a letter of C. F. Horne, acting director of the Federal Airways, 
dated January 23, 1951, stating that the Civil Aeronautics Administration 
planned to establish a combined communication station/control tower in Waterloo 
in the fiscal year 1953. 

Exhibit IV is a letter from Mr. Fred Lee, Deputy Administrator, CAA relative 
to appropriations for the tower. 
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Exhibit V is a letter dated December 15, 1952, from Charles F. Horne, Ad- 
ministrator of Civil Aeronautics Administration to Senator Hickenlooper stating, 
‘We are very glad to inform you that appropriate steps are being taken to include 
a tower/communication station at Waterloo in our fiscal year 1954 budget 
request.”’ 

Exhibit VI is a letter from Mr. F. B. Lee, Administrator of the Civil Aero- 
nautics Administration referring again to the need for such a tower and stating 
that appropriate steps were taken by the Civil Aeronautics Administration to 
request a substitute in the fiseal year 1954 budget submission which would pro- 
vide for an aeronautical communication station/control tower at Waterloo 

Exhibit VII is a copy of a letter from Charles F. Horne, Rear Admiral, United 
States Navy (retired) former CAA Administrator, reaffirming the need for 
tower-control facilities at Waterloo 


rHE RULE 


Until January 1954 Waterloo qualified under Civil Aeronautics Administration 
rules for an activated control tower/communication station. As a matter of fact, 
it was one of the cities where it was needed the most. With 1 possible exception 
Waterloo is the only city in the United States with 11 scheduled airline flights per 


day that does not have either a control tower or communication station. In 
January 1954 a new standard governing the installation of control towers/com- 
munication stations was adopted by the Civil Aeronautics Administration This 


standard requires 24,000 points to justify such installation and 18,000 points to 
retain a station previously activated. Waterloo had a little over 20,000 points 
The principal difference between the two standards is that the new standard gives 
the same number of points to the landing of a Cub plane by a golfbound commut- 
ing executive as it gives to a passenger-loaded Convair or DC—6. Since commut- 
ing executives are not too common in Iowa, Waterloo did not qualify under the 
new standard. For some reason or other, the emphasis is now on the number of 
planes using the airport other than local traffic rather than on the number of 
passengers. The effect, of course, is to give control towers to metropolitan air- 
ports used predominately for commuting rather than commercial airports in 
in smaller cities. Oddly enough, if the tower were in operation in Waterloo now, 
it would qualify for continued operation. We hope that this is not a distinction 
between the ‘‘quick and the dead.” 

Exhibit VIII is a letter from Mr. Sinclair Weeks, Secretary of Commerce, to 
H. R. Gross dated March 10, 1954, with a memorandum attached prepared by 
F, B. Lee of the Civil Aeronautics Administration. The significant paragraph in 
this letter is the last one which states, ‘‘We have failed because of the time lag 
between the inception of a project and its realization to keep promises made to 
the people of Waterloo. This is regrettable. To go back and keep these prom- 
ises would, we feel, result in a new and serious charge of discrimination and 
inconsistency.’’ Since the promise was made before the rule, one might both 
keep the faith and be consistent by adopting the rule subject to outstanding 
obligations; particularly where the need of the tower continued and where a 
tower had been built in reliance on the promise. 

Exhibit IX is a letter dated March 20, 1954, to the Honorable John W. Bricker, 
United States Senate, signed by Mr. Sinclair Weeks, Secretary of Commerce, 
in which a very similar statement is made. 

Exhibit X is a letter dated April 13, 1954, from Mr. C. F. Timmerman, regional 
manager, Air Transport Association, pointing out the need for air-traffic control 
at Waterloo for the safety of the public. 

Exhibit XI is a resolution adopted by the City Council of Waterloo, Iowa, on 
April 1, 1954, urging the Congress and the Department of Commerce to allocate 
funds for air-traffic control at the Waterloo Municipal Airport. 

Exhibit XII is a copy of Waterloo Airport traffic reports. 

Exhibit XIII is a survey showing the number of people flying in and out of 
Waterloo. 

Exhibit XIV provides copies of three Waterloo Daily Courier newspaper 
editorials. 

CONCLUSIONS 


There is no question that the need for a control tower/communication station 
exists at Waterloo, Iowa. The safety of 176,000 people cannot be disregarded. 
There is no question that the installation was promised. Consistency is a rare 
jewel but keeping the faith is a virtue not to be despised. The Civil Aeronautics 
Administration could scarcely be criticized for inconsistency if it enforced its 
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present standards, subject to its outstanding commitment to Waterloo. As a 
matter of fact, the new standard provides for such an attitude when it states on 
page 1 the following: 

“The new airport traffic control criteria shatl be used as a guide for determining 
present and future programs. The criteria are not to be considered as inflexible, 
and unusual conditions may justify exceptions to the criteria. Such exceptions, 
however, should be rare and will be made only after thorough study and 
justification.” 

1. Waterloo built the tower at the suggestion of the Civil Aeronautics Admin- 
istration in 1952 with the understanding that it would be equipped and operated. 

2. Waterloo satisfied all operating criteria for a control tower/communication 
station When the tower was built and until the criteria was changed in January 
1954 

3. Waterloo would be entitled to continued control tower/communication 
station operation under the present criteria if the tower had been put in operation 
as per Civil Aeronautics Administration promise. 

4. The safety of the flying public demands an operating control tower/com- 
munication station at Waterloo now. 

5. Therefore, it is respectfully requested that the Congress earmark sufficient 
funds for the activation of a control tower/ecommunication station at Waterloo, 
Iowa, in the 1955 budget 

Respectfully submitted 

City or WATERLOO, Iowa, 

L. A. Toucnar, Mayor. 

WavERLOO AIRPORT COMMISSION, 
James M. Granam, Vice Chairman. 


Exuisir I 


Arr Linge Priors Association, 
Chicago, Ill., April 2, 1954. 
Subject: Need for traffic control and communications facility at Waterloo, Iowa. 
Mr. Water E. Betsworrts, 
Manager, Waterloo Municipal Airport, 
Waterloo, Towa, 

Dear Mr. Betrswortu: The Air Line Pilots Association has long been con- 
cerned over the extreme need for airway traffic control at the Waterloo Municipal 
Airport. Pilots have reported incidents involving near misses and collision course 
traffic at consistently regular intervals. Braniff Airways is the only air carrier 
serving this airport; yet there are a total of 12 flights per day into the Waterloo 
Municipal Airport by this one air carrier. 

The critical situation resulting from the heavy traffic by air carriers, itinerant 
aircraft of an executive type, and light aircraft has been discussed with representa- 
tives of the Civil Aeronautics Administration several times. They are completely 
in agreement with us as to the urgent need for such traffic control, but have demon- 
strated to our satisfaction that at the present time, it is physically impossible to 
provide such traffic control and communication station to effect such control, due 
to the lack of money in the budget. 

A look at the aeronautical charts will show that a large void exists without a 
communication station in this part of the country. The area is bounded by Mason 
City, Iowa, Rochester, Minn., LaCrosse and Lone Rock, Wis., Rockford and Mo- 
line, Tll., lowa City, Cedar Rapids, and Des Moines, lowa. A communication 
station commoniy known as INSAC at Waterloo, Iowa, would permit adequate 
radio conversation for aircraft operating at minimum en route altitude between 
any one of the two points listed above as circumscribing this area. . This also lies 
just inside of the present ADIZ and for security purposes, aircraft entering the 
ADIZ have need of an INSAC or some means of obtaining clearance prior to 
entering the defense zone. 

The problem is not one for the air carrier, who has his own communications, 
but rather for the itinerant business-type aircraft, whose sole means of contact 
is by the federally operated communication stations. The very near misses ex- 
perienced during instrument approaches at a busy airport out of the control area 
are numerous. I would like to point out typical examples: 

A Braniff flight from Kansas City arrived over Waterloo on top of an overcast 
at approximately the same time as another Braniff flight from Sioux City, Iowa. 
In accordance with company procedures, the two flights effected their own clear- 
ance off airways, and the first flight worked an instrument approach from on top of 
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an overcast to contact under the minimum ceiling conditions. Upon reaching 
contact, this flight then advised the second flight of his contact condition, and the 
second Braniff flight made its instrument approach. Between the time the first 
flight broke contact and arrived at the ramp, an itinerant Grumann Mallard, who 
apparently had arrived at Waterloo on instruments (since he had not been observed 
on top), worked an approach somewhere in between the two aircraft, and not over 
a minute and a half behind the first Braniff flight. 

Another incident involved a Braniff flight which made an approach at minimum 
altitude and, being unable to establish contact, executed a missed approach, only 
to be advised by the ground personnel who were outside, waiting for the flight 
that another aircraft was also heard making a pullup over the field from another 
direction. This was later tentatively identified as a Navy aircraft working an 
approach off of the commercial broadcasting station. There was no illegality 
involved in either case, since they constitute off-airways approaches. 

Numerous examples of the need for traffic control under contact conditions 
ate observed daily. Typical examples are such as occurred a few weeks ago, in 
which a Braniff flight was making approach at night to the lighted runway only 
to have a light aircraft land on another—an unlighted—runway: Then taxi back 
into the path of the landing air carrier. 

Such examples of instrument and contact near misses indicate only a very 
small portion of the total. The Air Line Pilots Association has been instrumental 
in getting an airway established through Waterloo at such time as the Waterloo 
omnirange is commissioned. However, the air traffic control that can be effected 
for the air carriers through their private communication system will not be availa- 
ble to other aircraft. This will be extra hardship on such pilots, and will tend to 
discourage business or itinerant aircraft from coming to Waterloo. It has a 
further tendency to encourage pilots to attempt marginal ‘‘VFR” approaches into 
the area with the resultant hazards of such flights. 

Your community has every reason to expect airline and general air traffic to 
increase. The pilots of ALPA are doubly concerned over the possibility of an 
accident resulting from noncontrolled traffic. We are of the opinion that a 
communication station (INSAC), or better, a combined tower and communication 
station (TOWRAC), would eliminate existing conditions 

We shall stand ready to do everything we can to alleviate this condition, and 
would appreciate anything and everything that your office and the cities of 
Waterloo and Cedar Falls could do toward pointing up the dire need for a com 
munication station at the Waterloo Municipal Airport in conjunction with the 
navigational facility soon to be commissioned. It is seldom that so many problems 
can be solved by the establishment of one facility, as in this particular case. The 
failure to do so rests as a tremendous responsibility on all of us toward the Ameri 
can public. 

L. Homer Movupen, 
Chairman, Regional Air Safety Committee 





Exursit II 
STATE oF Iowa, 
ApJuTANT GENERAL’S DEPARTMENT, 
Des Moines, Iowa, April 8, 1954. 
Subject: Need for traffic control and communications facility at Waterloo, Iowa 
Mr. Water E. Berswortna, 
Manager, Waterloo Municipal Airport, Waterloo, Iowa. 

Dear Mr. Betswortnu: 1. The National Guard has long been concerned over 
the need for airway traffic control at the Waterloo Municipal Airport. As you 
know, we use this field for National Guard planes considerably. I personally go 
in and out of Waterloo in Army and Air Force aircraft very regularly, as we have 
a large multiple-unit National Guard armory and also our service center there 
It has been extremely difficult in that area to get in and out because of the heavy 
traffic and the lack of a tower or traffic control. The chart of the towers shows a 
large area existing in that part of the country where communication and tower 
service are not available. 

2. We have taken the Governor in and out of there many times and sometimes 
at night and it is extremely difficult operating out of such a fine field as Waterloo 
with no communication control. The business-type aircraft, the régular airlines 
and others that clear this field regularly have experienced many near misses on 
instrument approaches. 
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3. If there is anything we can do to eliminate this condition, let us know for 
certainly Waterloo’s dire need for a communication station at the municipal 
airport and navigation facilities would help solve the problem created by this 
void in that area. 

Frep C. Tanpy, 
Major General, AGC, Iowa National Guard, The Adjutant General. 





Exurerr III 


DEPARTMENT OF COMMERCE, 
Crvi, ABRONAUTICS ADMINISTRATION, 
Washington 26, January 28, 1961. 
Mr. Warrer E. Bersworrs, 
Manager, Waterloo Municipal Airport, Waterloo, Iowa. 


Dear Water: Thank you very much for you enjoyable visit and also your 
letter of December 14, 1950. 

I am very happy to advise you that, subject to the availability of funds, the 
CAA plans to install a very high frequency omnidirectional radio a in the 
vicinity of Waterloo during fiscal year 1952 (fiscal year beginning July 1, 1951). 
Also, assuming funds will be available, we plan to establish a combined dolsietanh’ 
cations station-control tower in fiscal year 1953. This latter plan depends upon 
the establishment of a weather station at Waterloo by the Weather Saneeii. If 
the Weather Bureau is unable to establish the weather station the CAA will 
plan the establishment of a communications station to be located in the tower cab 
in order that maximum flight assistance service might be rendered 

It is desirable that you proceed at this time with your plans for the construction 
of a tower cab to be available either for combined facility operation or to house 
the operating position of the communications station. 

If we can provide any further information, do not hesitate to ask us. Please 
come in for a visit whenever you are in Washington. 

Yours very truly, 
C. F. Horne, 
Acting Director, Office of Federal Airways. 





Exuripit LV 


DEPARTMENT OF COMMERCE, 
Civit AERONAUTICS ADMINISTRATION, 
Washington, November 17, 1942. 
Mr. Water E. Betsworrs, 
Manager, Waterloo Municipal Airport, 
Waterloo, Iowa. 


Dear Water: Thank you for your October 13, 1952, letter and the accom- 
panying report on your conference with the Secretary of Commerce. Your 
interesting discussion of airports in relation to national defense and economy 
dated October 2 is also appreciated. 

Appropriate steps will be taken to include an iter in our fiscal year 1954 pro- 
gram for the establishment of a combined station-tower facility at Waterloo, 
Iowa. We expect that this can be done prior to submittal of the program to the 
Congress. You will be kept informed on the progress of this item. 

Mr. Horne’s plan is to arrive in Tampa, Fla., on November 20 to attend the 
NASAO meeting in St. Petersburg. He will be there several days and then 
proceed to Miami on November 23. I'am certain he is looking forward to dis- 
cussing with you any problems of mutual interest. 

Sincerely yours, 
Frep LE&gp, 
Deputy Administrator of Civil Aeronautics. 
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Exurpir VI 


DEPARTMENT OF COMMERCE, 
Civi, AERONAUTICS ADMINISTRATION, 
Washington, June 15, 1958 
Mr. J. A. NEYMEYER, 
Waterloo, Iowa. 

Dear Mr. NeymMeyer: Reference is made to your letter of May 26, 1953, 
and to your letter of May 23, 1953, addressed to Mr. Sinclair Weeks, Secretary 
of Commerce, which has been referred to us, regarding the need for aeronautical 
communications, airport traffic control, and weather services at the Waterloo 
Municipal Airport, Waterloo, Iowa. 

It is agreed that sufficient need and activity exist at Waterloo to justify estab- 
lishment of such services. Last fall appropriate steps were taken by the Civil 
Aeronautics Administration to request a substitution in the original fiscal year 
1954 budget submission which would have provided fer a combined aeronautical 
communications station-tower at Waterloo. However, before either the original 
budget request or substitutoin could be acted upon, fiscal limitations necessitated 
the withdrawal of a considerable number of items and precluded the substitution 
or inclusion of the Waterloo combined station-tower facility. As a matter of 
interest, Civil Aeronautics Administration fiscal year 1954 ceilings have made 
necessary the discontinuance of tower service at 18 locations. 

With regard to the Sioux City, lowa, tower, we are not able to make any com- 
ment. Although indications have been received that the Air Force is consider- 
ing operation of this tower with military personnel, plans are very indefinite at 
this time. 

Commissioning of the very high frequency omnidirectional range (VOR) at 
Waterloo is expected by December 1953. As a temporary expedient until 
operating facilities can be provided at Waterloo, the possibilities of remote con- 
trol from Cedar Rapids or Mason City, Iowa, are under consideration. 

Sincerely yours, 
B. Ler, 
Administrator of Civil Aeronautics 





Exurpir VII 


Pomona, Cauir., April 9, 1954 
Mr. Wavrer E. Bersworts, 
Waterloo Municipal Airport, Waterloo, Towa. 


Dear Mr. Bersworrn: I am happy to reaffirm to you that while I was the 
Administrator of the Civil Aeronautics Administration, and before that, while 
acting as the Director of the Federal Airways, I reviewed the needs of the Waterloo 
Municipal Airport on a number of occasions. I was convinced then, and so 
stated officially on a number of occasions, that the growth of traffic using the 
Waterloo Municipal Airport has been so significant that I believe tower-control 
facilities to be necessary at the airport for reasons of safety. Appropriate facilities 
were included in CAA programs, and all concerned were appropriately notified 
I am very sorry to hear that economy reasons apparently have resulted in further 
delays in commissioning this necessary facility. 

Although it must be clearly understood that since the 6th of March 1953 I 
have had no authority, responsibility, or connection with the Civil Aeronautics 
Administration or its programs, because of my continued personal interest in the 
progress of aviation in this country and in adequate aviation safety for the 
American public, 1 make the following statement as a purely personal opinion. 
It is my belief that at least a combined tower and communications station should 
be installed as soon as practicable. As I understand it, the traffic counts of 
actual use of the airport more that justify such installation for safety reasons 
by any criteria of which I am aware. 

Sincerely yours, 
CHARLES F. Horne, 
Rear Admiral, United States Navy (Retired 
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Exnuipir VIII 


Tuk SecrRevTaARY OF COMMERCE, 
Washington, March 10, 1984. 
Hon. H. R. Gross, 
Hlouse of Representatives, Washington, D. C. 


Dersar ConGrRESSM‘N Gross: I have had the Administrator of Civil Aero- 
nautics look into the matters raised in your letter of January 28, 1954, concerning 
the need for an airport traffic-control tower at Weterloo, Iowa. The Adminis- 
trator’s comments are enclosed. 

Thank you for your interest in safeguarding air traffic and fer the opportunity to 
comment on the situation at Waterloo. Please be assured that we shall keep in 
mind the possibility of including Waterloo in future programs, as soon as the 
amount of traffic reaches the prescribed levels. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


DEPARTMENT OF COMMERCE, 
Civit AERONAUTICS ADMINISTRATION, 
Washington, March 8, 1954 


MEMORANDUM PREPARED IN RESPONSE TO A LETTER Dated JANUARY 28, 1954, 
From ConearessMaNn H. R. Gross 


The necessity for a reexamination of the planning standards cn which we base 
requests for appropriations to establish Federal services to aviation has caused 
a great deal of comment nationwide, and the tightening of these standards has 
resulted in changes of plans which are difficult to explain satisfactorily to those 
whose hopes and plans are affected adversely. The end of this period of en- 
forced change and readjustment to new concepts is not in sight and any change 
which calls for a reduction in the number of places served by Federal facilities 
is going to arouse much protest from aviation circles. 

Joint action by industry and Government aviation interests, acting through the 
Air Coordinating Committee, has resulted in adoption of a new planning standard 
governing our recommendations for setting up new airport traffic control towers, 
and for discontinuing service at towers whose activity is below certain levels. 
A copy of the new standard is enclosed. 

Waterloo does not have enough activity to meet the requirements for a new 
tower, under the new standard. We have set up 24,000 operations (other than 
local) as the amount of activity required, and Waterloo had about 20,800 such 
operations, by its own admission, in the calendar year 1953. 

Our planning standard for provision of airway communications service has 
also been changed. No longer do we include as a qualifving factor the service 
which we provide as a byproduct to the task of relaying traffic control informa- 
tion. Therefore, while in 1951 we pointed to Waterloo as an example of a place 
which needed a communications station, we no longer feel that way. We have 
built an omnirange at Waterloo, but we feel that communications with interstate 
airway traffic flying at minimum instrument altitudes and above can be ade- 
quately handled from the Cedar Rapids station. If this plan does not work as 
expected, it will be in order for us to program a communication station at 
Waterloo. 

We have, in the past, led the people of Waterloo to believe that they need and 
deserve the traffic control and communications service which we are now unable 
to provide. It is regrettable that we are placed in this position but we can ill 
afford to abandon our new planning concepts and accommodate Waterloo’s 
needs without realizing that many other localities would expect similar treatment. 

The new planning standard was developed to set up a more adequate measure 
of need for traffic control service, and to determine the level of activity which 
warrants the expenditure of Federal funds to provide the facility and services in 
question. 

We have adopted this standard, and in doing so we stated that no amount of 
purely local activity justifies the expenditure of Federal funds for traffic control. 
Admittedly, if 24,000 operations of a nonlocal character would warrant a tower 
at Waterloo, it is logical for the proponents of the Waterloo tower to state that 
the 65,000 local operations at Waterloo create a problem for the 20,000 operations 
of a nonlocal character. In fairness to all, at the expense of some, we state that 
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24,000 operations of air carrier and itinerant aircraft is the dividing line, without 
regard to the amount of local traffic 

The instances cited, whereby there be ve been near misses, would not be entirely 
prevented by the establishment of tower service: such instances could also cecur 
at places where the total activity is much less than at Waterloo. 

Ve have failed, because of the time lag between inception of a project and its 
realization, to keep promises made to the people of Waterloo. This is regrettable 
To go back and keep these promises would, we feel, result in new and serious 
charges of discrimination and inconsistency. 

We stand ready, at any time when the activity at Waterloo reaches the required 
amount, to request funds for federally financed tower service. 

F. B. Ler, 


Exuipir 1X 


THE SECRETARY OF COMMERCE, 
Washington, March 20, 1954 
Hon. Joun W. Bricker, 
United States Senate, Washington, D. 


Dear SENATOR Bricker: Thank you oc your letter of February 23, 1954, in 
which you request information on the airport traffic control and communications 
situation at Waterloo, Iowa. 

The editorial of January 25, 1954, in the Waterloo Daily Courier is no doubt 
entirely factual as far as statistics on aviation activity are concerned. We have 
not checked the figures, because we feel that the problem at Waterloo is not in 
any way connected with statistics on Activity at other Localities. The com- 
parisons do, however, contribute convincing support to Waterloo’s point of view 

Waterloo wants not only a tower, but airway communications service similar 
to that provided at 405 other locations in the United States. In 1951 we published 
a planning standard which contained an exhibit showing how a point score quali- 
fied Waterloo as a place which should have a communication station. Today, 
however, we do not evaluate the need for communication stations on the same 
basis as in 1951; we no longer give point credits for the flight advisory service 
which our people furnish as a byproduct of their primary function, which is to 
handle traffic control information. This revised policy will enable us to discon- 
tinue 37 stations with an estimated annual savings of $1 million. An omnirangs 
at Waterloo is nearly completg, but traffic control information will be adequately 
handled by personnel in our communication station at Cedar Rapids. This 
eliminates the expense (about $30,000 a year) of having communications people 
stationed at Waterloo. 

Also in 1951 we had a published planning standard which stated that airport 
traffic control tower service was justified if a place had 7,000 or more annual opera 
tions of scheduled air carrier aircraft, and Waterloo had just over that number. 

Accordingly, our regional office was told in August 1952, that we were program 
ing a combine d tower and communication station for fiscal vear 1954. Federal 
aid airport funds of $35,500 were made available in 1952 to match a like amount 
from the sponsor, and a tower was built. On December 15, 1952, we wrote that 
we would “do everything possible to expedite service for Waterloo.”’ 

In April 1953, we wrote to two Members of the Iowa congressional delegation 
and told them that budgetary limitations precluded the inclusion of the combined 
station/tower, even though it met the 1951 planning standard. Concurrently, 
plans to discontinue 18 existing towers on July 1, 1953, were announced. 

In the summer of 1953 a new planning standard for towers was evolved, and 
is published and explained in the enclosed ACC paper 59/30D, to which you 
refer. This new standard calls for a total of 24,000 annual nonlocal operations, 
and in 1953 Waterloo had only 20,800 such operations. For this reason, a tower 
for Waterloo was not requested in the 1955 budget. The new standard is con- 
sidered more equitable than the old one, but in it we state that no amount of 
purely local activity justifies the expenditure of Federal funds for traffic control 
Waterloo has about 64,000 local operations, in addition to the 20,800 nonlocal 
ones, and they do create a problem. 

We feel, however, that it would be unwise to make an exception for Waterloo, 
despite past promises, and open us to charges of discrimination from localities 
which want, but do not have, federally financed tower service. The entiré 
situation is most unfortunate, particularly when it is known that we would still 
be willing to finance tower operation at Waterloo, if service could have been 
started at an earlier date. 
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The near accidents at Waterloo would not necessarily have been prevented 
by presence of a communication station or a tower at Waterloo. Such incidents 
have occurred at places where activity is much less than at Waterloo, and also 
at places where we have towers. 

The quoted figure of 111 (not 211) places which have fewer scheduled departures 
than Waterloo, but do have CAA operated communication facilities, is not indica- 
tive of unfair treatment. We have to place these radio facilities at points along 
our airways where they provide radio coverage to interstate traffic, and some 
very small places have, by accident of location, a Civil Aeronautics Administra- 
tion communication station. The enclosed discussion of some of our problems 
may be of interest to you and your committee. 

We are keeping the activity at Waterloo under surveillance, and when activity 
at Waterloo reaches the required level of 24,000 annual nonlocal operations, we 
will request funds for federally financed tower service. 

Sincerely yours, 
SINCLAIR WEEKks, 
Secretary of Commerce. 


WATERLOO MUNICIPAL AIRPORT, 
Waterloo, Towa. 
Mr. Secretary, WE DEMUR 


The Waterloo Airport Commission makes the following comments in reference 
to the preceding letter of March 20, 1954, from Hon. Sinclair Weeks, Secretary of 
Commerce, to Senator John Bricker. 

We sincerely appreciate the interest of Senator Bricker and Secretary Weeks 
in giving personal consideration to the Waterloo, Iowa, Airport traffic control 
problem. 

Our grave concern and profound sense of responsibility for the safety of the 
thousands of people who fly in and out of Waterloo prompts us to take the follow- 
ing exceptions to Secretary Weeks’ letter: 

In the second paragraph of Secretary Weeks’ letter he say, ‘‘An omnirange at 
Waterloo is nearly complete. The traffic control information will be adequately 
handled by personnel in our communications station at Cedar Rapids.’’ The 
omnirange is not nearly complete. In fact, the only part of an omnirange at 
Waterloo is an empty building with no radio or navigational equipment in it 
whatsoever. We have recently been advised by the CAA that due to the delay 
in the shipment of equipment the omnirange cannot be completed until sometime 
in July or August. 1 

Traffic control cannot be adequately handled from Cedar Rapids which is 60 
miles away. Even if an airway were established at Waterloo and this area were 
designated as a control area or a control zone, the only aircraft flying into the 
Waterloo area of which the communications station at Cedar Rapids would have 
cognizance would be those which filed an instrument flight plan. With the 
ceiling at 1,000 feet or above itinerant aircraft could approach this airport flying 
under the overcast and proceed to land while at the same time an air carrier 
could be letting down on instruments to land on the same runway. Cedar Rapids 
radio would have no way of knowing that itinerant aircraft, flying contact or in 
visual reference to the ground, were in the vicinity. Cedar Rapids would know 
nothing of the wind or weather conditions at Waterloo, or the runway being used 
by local traffic. If such a remote control is satisfactory why did the CAA move 
the communication station 25 miles from Lowa City to Cedar Rapids? If traffic 
can be controlled remotely with safety why does the CAA propose operating a 
second tower at Baltimore Harbor Airport when Baltimore Friendship Airport 
with all facilities handled less than 100,000 total movements in 1952? Both are 
in the same town. Why not handle Lincoln, Nebr., from Omaha—they are only 

60 miles apart. Why not handle Kansas City Fairfax Airport from Kansas City 
Municipal? They are just across the river from each other and the two together 
have less traffic than Chicago. Several cities have two control towers and com- 
munications stations operating in the same city. If such a practice is not safe 
enough for other cities is it safe enough for the people of northeast lowa? 

In the second paragraph of Secretary Weeks’ letter he says the problem at 
Waterloo is not in any way connected with statistics on activity at other localities. 
The statistics point out the discrimination against the 600,000 people of northeast 
Iowa who use this airport. Statistics reveal that Waterloo is the only city 
with possibly one exception in the United States with as much scheduled traffic 
as we have that does not have either a communication station or a control tower. 
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Statistics reveal that 23 cities with less such traffic have both control towers and 
communication stations. Call it what you want, we call it discrimination. 

Statistics reveal that, of the 375 cities with the most aircraft departures in 
1952, only 142 had more scheduled flight departures than did Waterloo. Only 
139 such cities boarded more passengers than did Waterloo and only 107 such 
cities boarded more passengers per scheduled flight departure. Yet airway 
communication stations are provided at 405 other locations in the United States 
and control towers in 165 other locations, 

Waterloo wants a combined tower and communication station, or at least a 
communication station located in our tower cab. None of the 18 existing towers 
that were closed had as much traffic as Waterloo and did not meet the criteria 
then existing. Secretary Weeks admits that Waterloo met the criteria in every 
respect. The new planning standard referred to ACC Paper 59/30D was adopted 
according to the date thereon in January 1954, not the summer of 1953 

Secretary Weeks says that to keep their promises to Waterloo would open 
them to new charges of discrimination, What other cities have as much traffic 
as does Waterloo which have neither a communication station or a control tower 
and to whom the CAA has made definite commitments? What cities would be 
discriminated against by activating the Waterloo control tower? Would it be 
discrimination against any other city to keep a commitment made to Waterloo 
previous to the adoption of the new criteria? 

The paragraph which states that, “The near accidents at Waterloo would not 
necessarily have been prevented by the presence of a communication station or 
a tower at Waterloo,” is obviously misleading. The fact is that proper contact 
between the tower-station and the pilot minimizes the danger of collision and 
the lack of any contact increases the danger manyfold. If this were not true 
there would be no reason for establishment of communication facilities or towers 
anywhere. 

Because the need for a communication station-tower is so great here for the 
public safety, we at Waterloo believe that the new criteria referred to by Secretary 
Weeks should be enforced subject to the outstanding commitments to Waterloo. 
There is no discrimination in keeping the faith. Incidentally, if the tower were 
now in operation it would qualify for continued operation under the new criteria, 
as Secretary Weeks states. 

WaTERLOO AIRPORT COMMISSION. 
Water E, Berswortu, Manager. 





Exuipit X 


Air TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C 
Subject: Airways operations, towers, establishment, Waterloo Municipal Air- 
port, Waterloo, Iowa. 


Dear Str: The Air Transport Association of America on behalf of the scheduled 
airlines strongly supports the installation and commissioning of a combined 
control tower and communication station at Waterloo Municipal Airport. 

On the basis of presently scheduled operations, 22 times each and every day 
a transport aircraft carrying passengers, crew, and cargo is placed in potential 
conflict with any or all other civil or military aircraft which happens to be in the 
vicinity at the time. Conduct of these flights must be accomplished without 
any assistance from a central coordinating agency either as to advice concerning 
the presence of the other flights or in the actual regulation in the interest of safety 
and efficiency. 

The requirement for this control function is exactly the same as that prompting 
establishment of control at any other location. It stems fram the variables of 
aircraft characteristics—ranging from cubs to jets—and the variables of weather 
conditions ranging from full sunshine to solid fog. 

In studying the conflict in aircraft characteristics the airport use panel adopted 
a policy that no inherent conflict results from these variables themselves but is 
directly related to volume. Volume can only be defined in consideration of the 
effectiveness and existence of a coordinating agency. Volume at Waterloo today 
without control is sufficient to warrant serious concern for the safety of all air- 
craft using the airport. Volume at Waterloo under the able guidance of an ap- 
propriate CAA facility such as we are urging can be increased severalfold and assure 
safety through all progressive stages. 
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Similarly, the variation in weather conditions, and particularly the suddenness 
of change, dictates the requirement for central coordination. Conduct of flight 
is divided into two general types—instrument and visual. In pure form each 
of these lends themselves to relatively simple methods of insuring safety which 
can be provided either in the cockpit or by remote control. Iowa and the other 
Central States have little of either class of weather in pure form. The normal 
is varying mixtures of both with continuous change. Safety under these cir- 
cumstances depends on local control. 

Waterloo deserves local control in consideration of the amount and type of 
flight activity now existing and growing at this municipal airport. The Air 
Transport Association strongly recommends provision of this service in the 
interest of a safe and effective air transport service to that community. 

Yours very truly, 





Craic F. TimmerMAN, Regional Manager. 
COMMUNICATIONS 


Chairman Bringes. I will insert in the record at this point the 
statement of Charles H. Gartrell, commissioner of aeronautics for the 
State of Kentucky, and president of the National Association of State 
Aviation Officials. 

(The statement referred to follows:) 


STATEMENT BY CHARLES H. GARTRELL, PRESIDENT, NATIONAL ASSOCIATION OF 
State AVIATION OFFICIALS 


Mr. Chairman and members, my name is Charles H. Gartrell. I am the 
commissioner of aeronautics for the State of Kentucky. I am also the president 
of the National Association of State Aviation Officials whose membership consists 
of the 45 States and Territories having official agencies or commissions responsible 
for the development, promotion, and regulation of aviation within their respective 
States and Territories. 

Mr remarks will be limited to a brief statement of the association’s interest 
and concern with respect to the need for appropriations for the continued develop- 
ment of a national system of airports. Knowing that your committee is con- 
fronted with many important and pressing problems which are time consuming, 
I will outline only a few of NASAO’s views and recommendations; and following 
my remarks, if more detailed information is desired, I shall be pleased to attempt 
to answer any questions or submit such additional information as you may 
desire. 

Following the passage of the Federal Airport Act by the 79th Congress in 
1946, thé various States, counties, municipalities, and airport authorities through- 
out the United States and Territories began to develop their airport improvement 
programs on the assumption that within the standards established by CAA and 
the annual appropriations made available by Congress, Federal assistance would 
be available to meet approved project costs. 

Many have made substantial financial commitments in order to effectively 
meet their share of the overall project costs. For example—in the State of 
Illinois, seven cities and towns have expended approximately $4,800,000 for. the 
purchase of land, administrative, and engineering costs, upon the expectation 
that the Federal Government would contribute 50 percent of these costs. Fol- 
lowing is a list of the cities referred to and the amounts expended by each, 
together with the amounts that were expected would be contributed by the 
Federal Government. 











Proposed 
Federal par- 


Municipality | Classification 
ticipation 








| 
| 
Moline-Rock Island Express. $315, 200 
Peoria ....d0 : 290, 000 
Centralia. __ : Secondary -__._- 3, 500 
Murphysboro-Carbondale._...........__.--.......-.|-.--- PG hnhrdcanitings 10, 000 
Marshall County (Lacon) Personal _. .... < 14, 000 
Taylorville. -- .- Secondary ...........-. 10, 000 
Chicago (O’ Hare) Intercontinental. ____ - 1, 757, 350 
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In Kentucky, 10 communities have expended $730,000 for land alone, of which 
it was anticipated $359,663, would be reimbursed by the Federal Government. 


| Eligible for 


Actual land Federal par- 


Location 








cost ticipation 

Frankfort - - , $188, 077 $94, 038 
Georgetown. . 24, 410 5, 925 
Harlan --__. 25, 000 12, 500 
Hazard 21, 000 10, £0 
Hopkinsville - - - 23, 150 11, 575 
Kentucky Dam 19, 050 9, 525 
Kentucky Lake 5, 500 2 750 
Louisville (Standiford 380, 000 190, 000 
Madisonville - 40, 000 20, 000 
Stanton - .. 5, 700 2, 850 

Total . 731, 887 359, 663 


Many construction projects had reached the grant agreement stage in the ad- 
ministrative processes under which the Federal aid airport program is administered 
when the program was suddenly and arbitrarily suspended over a year ago. 

The sponsors of many of these projects are now placed in a most difficult and 
embarrassing position with respect to their constituents, the local taxpayers, in 
that they have made expenditures, floated bond issues upon which amortization 
and interest payments must be met, or committed the community to a future 
indebtedness which may not result in providing the airport facilities which were 
expected to be obtained from these funds, because of the failure on the part of the 
Federal Government to carry out the partnership undertaking in which the States 
and municipalities, in good faith, entered into with the Federal Government 
Following are two paragraphs from a letter received several days ago from the 
director of the Montana Aeronautics Commission which illustrates a typical case. 

“TI would like to cite the case of the Municipal Airport at Billings, Mont., in 
which a bond issue was floated by the city to provide matching funds in the amount 
of $450,000 for the construction of a runway which will meet the minimum re- 
quirements for Northwest Airlines and aircraft which that airline and other air- 
lines are contemplating in operations over the area in the immediate future. 

“This project has been delayed due to the lack of Federal funds. This situation 
occurred after the city had passed a bond issue and raised funds for the project, 
which must be expended within a limited time or these funds will not be available. 
Further delay will also limit and retard airline service to and from Billings, which 
is now vitally needed due to the increased business stimulated by oil land develop- 
ments in Montana.” 

It normally takes from 1 to 2 years to arrange for the financing of major airport 
construction projects, either initially or for major expansion or imporvement at 
a civil airport, in addition to the time required for the preparation of plans and 
subsequent construction. 

Consequently, the overall time lag between the initiation of the first effort and 
the actual completion of the project normally ranges from 3 to 4 years. It is, 
therefore, extremely important, and, in fact, essential that the States and munici- 
palities be able to depend upon the integrity of their partner, the Federal Govern- 
ment, in the prosecution of a program of airport development which must be, by 
its very nature, a long-range activity. 

There is included in the report of the Airport Panel of the ihe sabe ation 
Council of the Department of Commerce (8, Doc. 95, p. 36), a table showing the 
State funds which have been made available for airport development, in 26 States 
and the Territory of Alaska in comparison with those expended by the Federal 
Government under the Federal aid airport program in these same States and 
Territories. These amounts are—State funds: $128,298,078—compared with 
Federal funds obligated as of June 30, 1953: $99,441,856 

The above-mentioned State funds do not include those contributed by political 
subdivisions of the States, such as counties, municipalities, and airport authorities 
which, of course, have expended a considerably larger amount than the Federal 
Government or the individual States. 

Department of Commerce officials are now recommending that Federal airport 
aid be limited to certain classes of airports. The NASAO strongly believes that 
Federal aid should not be limited to any class or type of airports. This same 
opinion was reached by a wen ial Airport Panel appointed by the Under Secretary 
of Commerce during 1953, which made a lengthy and extensive investigation of 
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the past administration, results, and future requirements of and for a Federal aid 
airport program. The panel recommended—‘‘Federal aid should not be limited 
to any class or category of airport or landing area.”’ 

\ very small percentage of the funds appropriated to implement the Federal 
Airport Act have been expended on small airports. Although there are approxi- 
mately 5,000 small airports in the United States, only about 1 in every 10 have 
been included in the Federal aid airport program, and CAA records indicate that 
only 74% percent of the total funds appropriated have been expended on airports 
with runways less than 3,500 feet in length. Following is a table indicating the 
number of airports by classes that have been developed or improved with Federal 
aid under the airport program, and the approximate amount of funds expended 
on the various classes by groups. 





“1 Length of Number Federal Per- 
C lass nai ; in 
runways ofairports funds cent 
] 0 to 2,499 234 $3, 660, 461 
2 2,500 to 3,499 257 10, 722, 916 
Total sbends | 491 14, 383, 377 | 7% 
a a Te ie tt Ea ‘ 3,500 to 4,499 } 328 | 26, 688, 262 
4. 4,500 to 5,499 216 41, 801, 340 
5 b | 5,500 to 6,499 76 35, 887, 745 
6. oa 6,500 to 7,499. 53 73, 503, 704 
Total : 673 177, 881, 051 | 
Seaplane bases ahewtnt cae es : 17 150, 335 
TE. dibatiieessin ottibete penwtdeees gees 1, 181 192, 414, 763 100 


Putting it another way, according to CAA records only 13 percent of the Federal- 
aid funds have been expended on ai:ports in the continental United States not 
regularly used by scheduled air carriers. Following is a table showing the number 
of airports and amounts of funds expended to seive these two classes of users, 


| Number of | 
airports 
and percent 


Federal funds 
and percent 


General aviation ‘ supe : } 652 57 $24,059,134 13 
Scheduled air carrier_.........-...---- , 492 43 162, 581,976 87 


On April 16, 1953, 13 months ago, representatives of NASAO in appearing 
before this subcommittee, stated that a recently conducted survey indicated 
that interested sponsors had available, or could obtain during the fiscal years 
1953 and 1954, approximately $150 million to match Federal funds in the develop- 
ment of airports. 

NASAO is now conducting another survey to determine the minimum amount 
of Federal funds that would be necessary to match available sponsors’ contribu- 
tions and to continue a well planned, efficient, and orderly airport-development 
program. 

Based on the reports received to date, it is estimated that a minimum of $50 
million should be made available during fisca! 1955. 

The National Association of State Aviation Officials therefore recommends 
that an amount of $50 million be included in the Department of Commerce fiscal 
1955 appropriation for allocation under the Federal Airport Act. 
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FReDERAL Aip To AIRPORTS 


STATEMENT OF FRANCIS A. BOLTON, PRESIDENT, AMERICAN 
ASSOCIATION OF AIRPORT EXECUTIVES, COLUMBUS, OHIO 


MATCHING GOVERNMENT FUNDS REQUESTED 


Chairman Bripggs. The next person we will hear from is Mr. 
Francis A. Bolton, president of the American Association of Airport 
Executives, of Columbus, Ohio. 

Mr. Bouton. Mr. Chairman, if I could take the committee’s indul- 
gence a minute, I have a two-page statement I would like to read. 

Chairman BripGes. You may proceed. 

Mr. Boiron. Thank you, sir. 

The American Association of Airport Executives, founded in 1929, 
is an organization comprised of the management personne) of hundreds 
of airports throughout the United States as well as territories outside 
the continental limits of the United States. We have no paid per- 
sonnel and, as a result, all of the officers and directors of our associa- 
tion are actually airport managers. 

As an indication of the keen interest we have in the appropriation 
of funds for the Federal airport-aid program, Mr. Don Martin has 
journeyed here from Oakland, Calif., Mr. Walter Betsworth, our 
executive secretary, has journeyed here from Waterloo, Iowa, and I 
have come here from Columbus, Ohio. 

Our association has consistently gone on record favoring Federal 
appropriations to assist in the development of the airports of our 
country. 

In the fiscal year 1953, Congress appropriated some $11 million to 
be used for airport improvements. ‘This amount was, for all intents 
and purposes, ineffectual, since State allotments completely failed to 
meet funds available in the various municipalities. The reason I say 
the amount was ineffectual is that there are more than $12 million 
worth of sponsors’ funds available in the State of Ohio alone. 

As you wiil remember, no funds were made available during the 
fiscal year 1954 and even if funds were made available by Congress on 
July 1, 1954, you can readily see that the airport industry has, for all 
intents and purposes, lost three complete construction seasons. 

Municipalities throughout the country feel that the Federal Gov- 
ernment has broken faith with them since they felt establishment of 
the Federal Airport Act in 1946 established a policy under which the 
Federal Government would join hand in hand with the cities to 
develop these much-needed facilities. As a result of the requirements 
of the act, the municipalities, before requesting a grant agreement, 
had to show that their funds were available before a grant could be 
made. 

Many bond issues were passed on the basis of matching funds with 
the Federal Government to develop their airports. Today we find 
that the municipalities have either half-completed facilities or are 
paying interest on bonds they cannot utilize. Some of these com- 
munities have taken themselves up to their bonded limitation and 
have urgent need for moneys for water lines, sewer lines, and so forth, 
and yet find themselves paying interest on bonds they cannot utilize. 
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MILITARY AVAILABILITY 


The Federal Government certainly has plenty of justification to 
appropriate funds for the development of airports in the United States. 
Almost all of the ar in the country are available for the military 
at no cost to the Federal Government unless they exceed “substantial 
use,”’ 

Both the United States Air Force and the United States Navy are 
on record that civil aviation and civil airports are highly essential 
to our national defense. Certainly our economy cannot afford 2 
systems of airports—1 military and 1 civil. 

The Federal Government, if funds are made available, is actually 
developing national-defense needs for 50 cents on the dollar. It has 
certainly been obvious to all of us in the airport management business 
that, on the event of the Korean conflict, the utilization of our facilities 
by the military increased tremendously. 

Aside from the national-defense requirements, let us examine the 
economic factors. There are more than 10,000 corporation aircraft 
being utilized in this country with another 7,500 being used part time 
for business and part time for pleasure. Business aircraft are nor- 
mally purchased because the scheduled airlines cannot meet their 
specific needs. 

It is certainly obvious that this growing interstate type of air travel 
must have the facilities to meet its needs. We feel that the scheduled 
airlines and the corporate aircraft fleet being interstate in nature re- 
quire that the Federal Government assist the municipalities in 
development of their airports. 

Since 1 airport will serve an area of up to 200 miles in radius, 
Federal aid is the only method by which the specific municipality 
can have the opportunity of letting outside municipalities and areas 
assist in the cost of owning and operating an airport. Airports are 
not revenue-producing facilities. There may be a limited few that 
are recovering all their costs, but this is very much the exception to 
the rule. 

We respectfully request Congress to take the necessary action to 
provide adequate matching funds in order that we may proceed 
together to develop our airports in an orderly fashion. Today we 
find municipalities all the way from confused to disgusted with the 
manner in which funds have not been available for this very necessary 
development. Local governments feel that the Federal Government 
has actually abrogated an agreement with them which has caused 
the development of airports in this country to come to almost a 
complete halt. 


CUTS IN AIRPORT SECTION OF CAA 


In considering this appropriation, another matter should be in- 
vestigated. The airport section of the Civil Aeronautics Adminis- 
tration has been reduced to a point that it is a mere skeleton of its 
former self. J understand that even further cuts are contemplated 
as of July 1, 1954, which would mean that if moneys were appro- 
priated by Congress to meet the cities’ needs, we would have a situa- 
tion in which moneys are available but no one would be available to 
administer the funds. We respectfully request that you investigate 
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this situation in order that you will fully understand the impact this 
could create. 

In closing, I would like to quote from the President’s Airport Com- 
mission (known as the Doolittle report). 

A firm decision should now be made as a matter of national policy to continue 
the Federal-aid airport program at a sufficient level to match local funds * * * 
national interest recuires that airport improvements not be delayed. 

We believe that recommendation to be a sound one. 

We appreciate deeply the kindness of the committee, specifically 
Chairman Bridges, for allowing us the opportunity to bring this 
important subject to your attention. 


MATCHING FUNDS AVAILABLE 


Chairman Bripegrs. Thank you, sir. I would now like to ask you 
two or three questions. How much money do you estimate the 
municipalities in the United States have available at the present time 
to match Federal funds? 

Mr. Boiron. We ran a survey and as of January 1, 1953, 362 
municipal subdivisions and so forth had approximately $150 million 

Chairman Bringes. To your knowledge are there partially com- 
plete facilities at airports as a result of termination of Federal funds? 
If so, roughly how many? 

Mr. Bouron. That specifically would relate to our problem in 
Columbus. We have the center section of the terminal building which 
will be completed this June and Milwaukee specifically has the same 
thing. We have a situation in Portsmouth, Ohio, where they wish to 
develop an airport for atomic energy needs and they have $400,000 
available, but $400,000 will not do the job. In other words, through- 
out the country we find that projects have done runways and taxiways 
that are not useful to airport users because we find the situation where 
the facilities are partially finished and have been in that condition for 
some 3 years. 

To be more specific about appropriations, as I said, the State of 
Ohio alone has $12 million available and when we had an appropria- 
tion of some $11 million the amount was so small that came to the 
State of Ohio that all it did was create a fight among the municipali- 
ties—in other words, Cleveland, Columbus, Akron, and so forth—to 
obtain whatever they could. Actually it costs more money to develop 
these facilities on a piecemeal basis to most of the municipalities as 
well as the Federal Government. 

Chairman Brinces. Do you think that termination of Federal 
funds has resulted in higher construction costs? 

Mr. Bourton. I can cite an example of our own city of Columbus. 
We voted a bond issue in the amount of $3,338,000 to be matched 
specifically with Federal funds and because of the increase in costs, 
and also by doing the development piecemeal, I would say it has 
increased our costs by about 35 percent. That is to the Federal 
Government as well as ourselves 

Chairman Brinces. Thank you very much. If there is nothing 
vou wish to add that will be all. 

Mr. Bouron. Thank you, sir. 
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FeperaL Arp To AIRPORTS 


STATEMENT OF WILLIAM B. HARTSFIELD, MAYOR OF 
ATLANTA, GA. 


ATLANTA, GA., AIRPORT 


Chairman Bripcrs. We have with us the mayor of Atlanta, Ga., 
Mayor Hartsfield. Mayor Hartsfield, will you state your full name? 

Mr. Harrsrretp. William B. Hartsfield. 

Chairman Bripaes. And you are mayor of Atlanta, Ga.? 

Mr. Harrsrievp. Yes, sir. 

Chairman Briperes. We appreciate your interest in the subject 
before the committee. We will make your full statement a part of 
the record. Would you then highlight what you consider are the 
major points for the committee? 

(The statement referred to follows:) 


Testimony or Wi.iuiAM B. Harrsrigtp, Mayor or ATLANTA, Ga.—SvuBJECT: 
FeppraL Atp to Atreorts—UrGEs $65 MILLION APPROPRIATION 


Mr. Chairman, members of the committee, I am William B. Hartsfield, mayor 
of Atlanta, Ga, I am speaking this morning as the official representative of the 
American Municipal Association, the national organization representing 12,000 
municipalities in 44 States. I am a past president of the association. 

The American Municipal Association believes that the Federal Government 
should continue its historic role of aiding transportation, by providing funds for 
a national system of airports. From the administration of eaeen Washington 
to the present, Federal aid to transportation has been a legitimate, traditional 
Federal purpose. In Washington’s time it was roads and canals—in Lincoln’s 
time it was railroads—in Eisenhower’s time it is supersonic airplanes. Today it 
is air transportation that must receive the attention of the Federal Government. 

Accordingly, we request this committee to appropriate $65 million for the next 
fiseal year to carry out the purposes of the Federal Airport Act. 

The very first purpose for which the Constitutional Convention of 1789 was 
called was to ‘‘* * * take into consideration the trade and commerce of the 
United States, to consider how far a uniform system in their commercial inter- 
course and regulations might be necessary in the common interest. * * *’ Be- 
cause the very purpose of the Federal Airport Act is to “create a uniform system 
of national airports in the common interest,’ the theme of this morning’s meeting 
is actually the same as one of those of the Constitutional Convention. Your 
deliberations are not in the days of the coach and four, however, they are in the 
days of the 500-mile-an-hour airplane. 

President John Quincy Adams, said, in his first message to the Congress: 
“* * * no government, in whatever forms constituted, can accomplish the lawful 
ends of its institution but in proportion as it improves the condition over whom 
it is established. Roads and canals, by multiplying and facilitating the communi- 
cations and intercourse between distant regions and multitudes of men, are 
among the most important means of improvement.” 

Members of the committee, what was true for “roads and canals,’’ then, is true 
for airports, now. Instead of roads and canals we need to think of air transporta- 
tion—of the need to meet the transportation needs of the atomic age. It is 
absolutely essential, in the national interest, that we have a system of airports 
in order to haul strategic goods and manpower. Take for example the recent 
ferrying operation of men and materiel in Indochina. Why was it only partially 
successful? Because the lack of airports hampered operations. We must never 
allow ourselves to be put in the same position in the continental United States. 
In ease of enemy attack, fast transportation for support, defense and for retaliation 
will be necessary. What would be the fastest way to get relief to a bombed-out 
Detroit, or New York, or Atlanta, or Chicago? Through the air, of course 

It is interesting to note that the Republican Party platform of 1860—the one 
on which Abe Lincoln ran had this plank in it: ‘Item 16: That a railroad to the 
Pacific Ocean is imperatively demanded by the interests of the whole country; 





aa we 


ili aes 











1 
( 
’ 
) 





ct 
of 


he 


or 
he 
O00 


nt 
or 
on 
al 
1's 

it 
it. 
xt 


is 
[Ss 
it 


r 


n 
it 


e 
e 


STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1623 


that the Federal Government ought to render immediate and effective aid in its 
construction: * * Abe Lincoln saw the need for Federal ‘“‘aid’’ (and I remind 


you the words Fede ral-aid are a quote from that platform). Certainly, you must 
be able to see the need for Federal-aid to airports, today. Airports are just the 
modern extension of our highways. They are the latest development in man’s 


search for fast, improved, efficient transportation 

Incidentally, the Democratic platform of 1860 stated: ‘“‘Item 4. Resolved, That 
one of the neeyssities of the age, in a military, commercial and postal point of view 
is speedy communication between the Atlantic and Pacific States; and the Demo- 
cratic Party pledges such constitutional Government aid as will insure the con- 
struction of a railroad to the Pacific coast at the earliest practicable date.” 

The American Municipal Association believes that one of the necessities of 
this, the atomic age, “‘in a military, commercial and postal point of view is speedy 
communication between the Atlantic and Pacific States.’ The airport is vitally 
needed for this communication, and by its very nature it is interstate in character 

Because we are firmly convinced of the necessity of airports and of national 
concern for the development of a system of airports, we deplore the present 
inaction of the Federal Government in he ‘Iping munic ipalities to develop a great 
national system of airports. We urge participation in such a program and have 
so stated by resolutions, unanimously adopted, at the American Municipal Con- 
gresses of the past several years. These resolutions have read, in part: 

“1951: Resolved, That the American Municipal Association and its members 
urge the President and the Congress of the United States to take such action as 
will provide Federal aid to airports in funds sufficient to match the programs of the 
municipalities and insure the development of public airports essential to our 
national production and defense.”’ 

“1952 * * * it is the plea of this association that recognition be taken of the 
civil airport needs throughout the United States of America * * * that Congress 
be requested to determine the amount of appropriations required, on a continuing 
basis, to meet the needs of the Federal Airport Act of 1946; * * * that the 
Congress appropriate sufficient funds to carry out the intent of the Federal Air- 
port Act of 1946, and, more specifically as recommended in the report of the 
President’s Airport Commission under date of May 16, 1952 * * *.”’ 

Referring to Mr. Truman’s airport study report, as we did in the 1952 resolu- 
tion, brings up the question of President Eisenhower’s airport study report which 
has recently been published as Senate Document 95, at the request of Senator 
McCarran. We note that the substance of both reports can be expressed in this 
quote from the Airport Panel’s report. I understand that the Transportation 
Council was appointed by the present Under Secretary of Commerce for Trans- 
portation, Robert Murray: “The studies undertaken by the panel have revealed 
the States and municipalities and other local political units alone are unable to 
carry the capital investment burden involved in providing an adequate system 
of national airports. Therefore, it is the unanimous opinion of the panel that 
it is the responsibility of the Federal Givernment to give financial assistance to 
local governments in developing airports which are in the national interest.’ 

No stronger endorsement of the statement presented by the American Municipal 
Association to this committee could be obtained. This is, substantially, a repe 
tition of our comments to this committee which we made last year after the 
Secretary of Commerce had requested a l-year moratorium on airport construc- 
tion and development funds. We are gratified to have had the Secretary’s study 
group confirm our testimony. 

Cities own and operate the major airports of the Nation. They were the chief 
sponsors of the Federal Airport Act of 1946. While it is apparent that airports 
are a public benefit to the cities they serve, it is also equally true that their major 
benefit is to the Nation. Airports are vital to national defense and to the prog- 
ress of our country. We are fond of saying that this country affords the greatest 
mobility to its citizens of any country in the world. Since the pace of the Nation 
is geared to transportation and since we are living in the air age, it is essential 
that we do not retard, further, the program of developing the Nation’s airports. 

A national system of airports is required for the national defense, business 
convenience and public safety. The present system of airports has been built, 
maintained and operated primarily by joint Federal-city cooperation. Under 
these circumstances cities are greatly concerned at the gradual strangulation of 
the national airport program envisioned by the Federal Airport Act of 1946 
In these critical times, the destruction of the program is to say the least, short 
sighted, because of the essential need for airports in the national defense. The 
national airport plan must be enlarged and strengthened—not narrowed and 
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weakened, if it is the wish of the Congress to have a national system of airports 
for military, industrial, and public convenience, 

We have just lost a whole year because we had to take the time to find out that 
the Congress was right in its previous position and in its previous policies. We 
should not allow the time taken out to study the matter to be used as a penalty 
against the program of airport construction and development. Accordingly, we 
make the suggestion that you authorize 2 years’ work by appropriating double the 
funds for a normal year’s program. This is the origin of the American Municipal 
Association's request for an appropriation of $65 million. 

Less than a month ago, Under Secretary of Commerce Robert Murray said in 
Tampa, Fla.: “The continuing growth of air transportation will impose even 
greater demands upon our airport system, not only in terms of increasing traffic 
volume, but also in terms of special operational problems associated with new types 
of equipment such as jet transports.” The Secretary’s own study group has said 
that municipalities cannot finance and support airports without Federal aid. 
The Secretary says that even the needs which we cannot meet today will be added 
to by “even greater demands upon our airport system. * * *’ Consequently, 
it is vital that this appropriation request be granted. The alternative is a 
second-rate airport system. 

Chairman Bridges and members of the committee, on behalf of the 12,000 
member cities comprising our association; I should like to thank you for this 
generous allotment of the committee’s time. Mr. Randy Hamilton, director of 
our Washington office, is here to help me answer any technical questions or 
questions which you may have concerning our position on this vitally needed 
appropriation. Thank you. 

Mr. Harrsrietp. Thank you, sir. 

Mr. Chairman, as you understand, I am here in behalf of an appro- 
priation for airport aid. The American Municipal Association—and, 
incidentally, they represent quite a large number of State leagues and 
some 12,000 cities in the Nation—feel that this is a legitimate function 
of the Federal Government. ‘That is the reason why we are asking 
that the sum of at least $65 million be appropriated for the next 
fiscal year. 

To begin with, Mr. Chairman, there is historic precedent for the 
interest of the Federal Government in building airports. I am re- 
minded of the Constitutional Convention of 1789 which was called 
to take into consideration the trade and commerce of the United 
States to consider how far a uniform system in their commercial 
intercourse and regulations might be necessary in the common interest. 

We are also reminded that President Adams in his first message to 
Congress, to go a long way back, said that 
no government, in whatever forms constituted, can accomplish the lawful ends 
of its institutions but in proportion as it improves the condition over whom it is 
established. Roads and canals, by multiplying and facilitating the communica- 


tions and intercourse between distant regions and multitudes of men, are among 
the most important means of improvement. 


GENERAL STATEMENT 


For years it has been the interest of the Federal Government to 
promote navigation. We see the Government in the field of improving 
harbors and canals. Only this year the Congress passed, I think, 
the largest appropriation bill in its history for Federal highways, and 
we were very glad to see Congress do so. 

I might remind the committee that the Republican platform of 
1860, the one in which Abe Lincoln ran, had this plank in it: 


That a railroad to the Pacific Ocean is imperatively demanded by the interests 
of the whole country; that the Federal Government ought to render immediate 
and effective aid in its construction. * * * 
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Then the Democratic platform of 1860 said: 

Resolved, That one of the necessities of the age, in a military, commercial, and 
postal point of view, is speedy communication between the Atlantic and Pacific 
States; and the Democratic Party pledges such constitutional government aid 
as will insure the construction of a railroad to the Pacific coast at the earliest 
practicable date. 

Chairman BripcGes. I see you have fundamental long-time biparti- 
san support for the program. 

Mr. Harrsrieip. Indubitably. The Federal Government has been 
interested in transportation. We know that the airplane is the most 
modern means of transportation. In fact, Mr. Chairman, in my own 
State when the question of airport aid first came up the appropriation 
of county funds was questioned because the State constitution said 
that county funds could be used only for roads. The State supreme 
court wrote the word “airport’”’ in the constitution, saying that cer- 
tainly modern times demanded that liberal construction of the word 
“‘road’’ and upheld State and county appropriations for airports 


AMERICAN MUNICIPAL ASSOCIATION 


The American Municipal Association has gone on record many 
times, Mr. Chairman, in behalf of Federal aid. I would like to call 
your attention to the fact that the majority of the airports of the 
country are owned and operated by the cities. It has been the cities 
that initiated civil airports and may I say, Mr. Chairman, that it was 
a Republican administration, I recall myself, that first set up a bureau 
in the Department of Commerce for the handling of civil aviation. 
l was a city official of my town at that time and I recall that Mr. 
McCracken was the first Assistant Secretary set up in the Department 
of Commerce for aviation. 

Mr. Chairman, I would like to call the committee’s attention to the 
fact that we have now lost a year, a whole year, in this problem of 
Federal aid while we have been investigating the matter, and we are 
very pleased to know that a committee set up to investigate it has 
reported unanimously that the Government should continue Federal 
aid of airports. Nevertheless, we have lost a full year and it seems 
now that we will probably lose another construction year before we 
can get back into the business of Federal aid for airports. So, prac- 
tically, we are going to lose nearly 2 years. 


AMOUNT NEEDED 


That is the reason the American Municipal Association is asking 
that the Congress appropriate at least $65 million. We have some- 
thing to make up. I am quite sure you would realize what a terrific 
difference that would make had the Federal Government gone out of 
the business of aiding navigation or had it gone out of the business 
of aiding the highways for navigation. 

We are very pleased, as I said, to know that a panel set up here to 
investigate the matter has reported unanimously, and I would like 
to quote Mr. Murray, the Under Secretary of Commerce, who I 
believe said in Tampa, Fla.: 

The continuing growth of air transportation will impose even greater demands 
upon our airport system, not only in terms of increasing traffic volume, but also 
in terms of special operational problems associated with new types of equipment 
such as jet transports. 








1626 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


Mr. Chairman, that is a résumé of my testimony. I want to say 
now that I have seen this business grow myself for many years, | 
picked out the site that is now the Atlanta Airport in my town many 
vears before I became mayor, and I have seen this thing grow in the 
South and over the Nation. There is tremendous military importance, 
Mr. Chairman, in this thing. It is strictly in the interest of the 
Federal Government that we have an orderly aggressive system of 
airports. 

It is not only in the interest of the Nation as a matter of civil 
defense, but it is promotion of the trade and commerce of the Nation, 
and may I say that the majority of the large airports are strictly 
interstate in character. 

The witness prior to me intimated that an airport is not a private 
city matter. There is nothing about the Atlanta Airport, or the New 
Orleans Airport, or the New York Airport, or the Davenport, Iowa 
Airport that is of peculiar private interest to that citv. It serves the 
area all around it. It serves the Nation as a part of an interstate 
system. 

ACTIVITY OF ATLANTA AIRPORT 


On the Atlanta Airport there comes the trade and commerce of the 
Southeast. A great many of the planes that land there are on their 
way to Miami, or San Francisco, or New Orleans, or Chicago, or 
New York. Truly an airport is an interstate facility and as such 
it ought to be the subject of Federal aid. 

We have a great interest in Federal aid. We have a situation today 
on the Atlanta Airport which doubtless is going to be duplicated over 
the Nation. Mr. Chairman, I would like to bring out the fact that 
most of the cities could not carry on this program by themselves due to 
the fact that in America airport Jand now is much more expensive. 
T recall back in 1923 and 1924, when you wanted to establish an airport 
you went out in the suburbs and you found there nothing but trees, 
woods, and country roads. The acquisition of land was relatively 
inexpensive. 

Now, due to the urbanization of the Nation, the fact that people 
live mostly in distant suburbs, no matter where you go, airport land i is 
expensive. Condemnation suits are expensive. I do not think 
the average American city could carry on that activity by themselves. 


UNIFORMITY IN AIRPORT BUILDING 


I think that the presence of the Federal Government in this field 
will insure some uniformity in the building of airports. I think 
further, Mr. Chairman, that this new jet age is going to impose a 
lot of airport problems which the cities are not going to be able to 
meet themselves. Finally, | would say, Mr. Chairman, that we 
hope that any appropriation that is made will be made available 
to the cities directly, that the policy of the Government in dealing 
with the cities directly be preserved, because in many States there is 
no interest in aviation and in some States where it is controlled by 
the States they would put the money where the votes are, instead of 
where the business is. We experience that sometimes in the field of 
highways. 

Mr. Chairman, that is my testimony. 
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Chairman Bripges, Thank you very much, Mr. Mavor 

Mr. Harrsrievp. I would ask that we be allowed to make a letter 
that I wrote to Mr. Hamilton about this matter, a part of the record 

Chairman BripGes, We will make it part of the record 

(The letter referred to follows:) 


Ciry or ATLANTA, 
ttlanta, Ga ipril lt, 1984 
Mr. Ranpoy H, HAMILTon, 
lmerican Municipal Association, 
Wash-ngton, i> “€s 


Drak Ranpy: In response to your telegram, which I received today, | am 
planning to be in Washington on May 11. 

I had a long-distance call this afternoon from Secretary Murray, who said he 
was answering my telegram to the President. He stated that they were going to 
ask that the present Airport Act be amended, first, to eliminate terminal buildings; 
second, to raise the discretionary fund from 25 to 50 percent; and third, to spend 
funds only on airports of national importance, He stated that the budget com- 
mission wanted to know about these matters before recommending any fund 
I pressed him to know how much they would recommend, and he stated that it 
was rumored about $33 million. 

He further stated they were toying with the idea of establishing a formula of, 
say, 3,000 passengers per year, or a minimum of 30 aircraft based on the port as a 
test for Federal participation 

1 informed him that I would be up there on the 11th and promised to call on 
him. From his conversation, however, I am convinced that he still has no 
conception of the interstate character of an airport and still thinks the cities 
should build them 

Yours very truly, 
W. B. Hartsrigip, Mayo 


PREPARED STATEMENT 


Chairman BripGces. I have been asked to include in the record a 
statement by Max C. Harrison for the Associated General Contractors 
of America. We will insert that in the record at this point 

(The statement referred to follows: ) 


STATEMENT OF Max C. Harrison ror Tue Associatep GENERAI 
Contractors or America, INc 


My name is Max C,. Harrison. I am president of the Harrison Construction 
Co. of Pittsburgh, Pa., which engages in airport construction, highway work, and 
heavy construction. During the past few years I have served as cochairman of 
the joint cooperative committee of the National Association of State Aviation 
Officials and the Associated General Contractors of America. I appear before 
you as a representative of the Associated General Contractors of America. 

Of the 6,400 contracting firms forming the membership of the AGC, about half 
are building construction firms, which would be interested in the construction of 
terminal facilities and similar structures at airports. The remaining members of 
the AGC are firms engaged in paving work, excavation operations, drainage 
projects, and other types of construction, which might be involved in constructing 
airports. 

For several years the AGC has cooperated closely with the National Association 
of State Aviation Officials on improvement of contract forms, specifications, and 
the construction procedures involved in airport construction. The basic aim of 
this cooperation has been to obtain the best possible airport construction at mini- 
mum cost. 

The AGC has consistently taken the position that it is the function of the 
Congress to determine the amounts of Federal aid to be provided for civilian air- 
port construction, on the basis of recommendations made by appropriate Federal 
and State aviation officials and other Government officials. As the established 
organization of State aviation officials, the NASAO is well qualified to make 
such recommendations. The AGC supports its recommendations and commends 
them to the careful consideration of your committee. 
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I wish to emphasize the fact that many members of the AGC rely heavily upon 
aviation, and thus upon airport facilities, in the conduct of their business opera- 
tions. Many of them maintain company aircraft, and others are substantial 
users of commercial aviation. Members of the AGC are aware of the growing 
importance of adequate air transport facilities and of the necessity for meeting 
the requirements of continued growth. 


AGC RESOLUTION ON AIR TRANSPORT 


The association’s interest in this subject is attested by the following resolution 
adopted at its last annual convention: 

‘Because of the importance of the expanding air transportation to the national 
economy and the national defense, the 35th annual convention of the Associated 
General Contractors of America, held in Los Angeles, March 1—4, 1954, recom- 
mends that appropriate Federal, State, and local governments give serious study 
to the adequacy of construction programs of civilian airports and air navigation 
facilities.”’ 

Investments in airports have a far-reaching effect. When a city’s airport is 
improved, it aids not only that community, but its entire area, and to an important 
degree, the Nation as a whole. 

I invite your committee’s attention to the report, the national airport pro- 
gram, made by the Airport Panel of the Transportation Council of the Department 
of Commerce on the growth of the United States airport system, submitted to 
the Congress under date of February 3, 1954, and published as Senate Document 
No. 95. The panel found that (1) civil airports are public facilities of vital im- 
portance to the commerce and security of local communities and of the Nation 
as a whole; (2) the ability of the airplane to serve the general public varies in 
direct proportion to the number of functional adequacy of airports strategically 
located in the United States and its possessions; and (3) the States, municipalities, 
and other local political units alone are unable to carry the capital investment 
burden involved in providing an adequate system of national airports. It was 
the unanimous opinion of the panel, therefore, that it is the responsibility of 
the Federal Government to give financial assistance to local governments in 
developing airports which are in the national interest. 

As a representative of the construction industry, I wish to stress very strongly 
the fact that maximum economy in construction costs on any long-range program, 
whether or not it involves Federal funds, is best obtained by having a continuing 
program. When the contracting industry knows that there will be a given amount 
of construction work during each of several years, rather than a large volume 
some years and none others, contractors are in a better position to submit eco- 
nomical bids. Time and money are required to assemble crews for all types of 
construction, including airport work, and better economy results when the volume 
is fairly uniform. 


KEEN COMPETITION PREVAILS FOR CONSTRUCTION CONTRACTS 


Our association also wishes to inform your committee of the extremely keen 
competition that prevails for all types of construction contracts today. This as- 
sures strong competition for any airport work financed partly by Federal funds. 
For example, during the last calendar year on the Federal-aid highway program 
there was a national average of 6.6 bidders on Federal-aid highway construction 
projects advertised for bids. Some projects attracted as many as 32 bidders. 
In view of the similarity of excavation, grading, and paving for highway con- 
struction to the construction of airport runways, there can be no doubt that there 
would be the same highly competitive bidding on airport construction projects. 


CONSTRUCTION INDUSTRY HAS AMPLE CAPACITY 


On behalf of the general contractors of the Nation, I can assure you that the 
construction industry has ample capacity to carry out an expanded airport con- 
struction program promptly, efficiently, and economically. Our industry has 
ample resources of manpower, materials, and equipment, under the supervisory 
skill of experienced and responsible contractors, to perform all the construction 
work foreseeable for the next few years with dispatch and with increasing effi- 
ciency 

The point of increasing efficiency is one which I wish to emphasize. Con- 
stantly through industrywide cooperation by our association with the associa- 
tions of aviation officials, equipment manufacturers and distributors, and others, 
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we are working for improvements in design, specifications, administrative pro- 
cedure, improved equipment, and the development of more highway trained per- 
sonnel, all of which lead to more efficient operations. 

Competition among contractors has been increasing steadily and is expected to 
continue exceedingly keen in the future. This competition compels each con- 
tractor to be constantly improving his efficiency if he is to remain in business 


CONCLUSIONS 


In conclusion, I should like to say that while it is not the function of the AGC 
to determine airport needs, general contractors are in a position to observe the 
requirements of air transport, and we believe that the recommendations of the 
State aviation offic‘als fairly represent the minimum needs for construction of 
an adequate national airport system. 

We recommend that the Congress make Federal-aid airport authorizations for 
periods of 2 years or more and that it encourage long-range planning of airport 
construction 

On behalf of the general contractors of the Nation, I repeat my assurance to 
your committee that the construction industry has, and will continue to have, 
more than ample capacity to execute an expanded airport-construction program 
with increasing efficiency, and thus to give the public full value for its investment 
in air transport facilities. 

COMMUNICATION 


LETTER FROM GRANT COUNTY, N. MEX., AIRPORT COMMISSION 


Chairman Bripers. The record will show at this point the letter 
of the Grant County Airport Commission, in New Mexico, which 
was received by Senator Clinton P. Anderson, and was transmitted 
to the committee for consideration. 

(The letter referred to follows:) 


Grant County Arrrort CoMMISSION, 
Silver City, N. Mez., April 7, 1954. 
Hon. Curton P, ANDERSON, 
United States Senator, Washington, D. C. 


Dear Senator: With reference to our recent letter in which we advised of 
our plan to apply a cold mix to the runway and taxiway of the Grant County 
Airport, we now wish to advise that after a long conference with a representative 
of the Civil Aeronautics Administration, it was decided it would be more economi- 
cal to pave with hot mix rather than go ahead on our own with the cold mix which 
would cost us a great deal more in maintenance and would not be satisfactory to 
the CAA over a long period of time. We are therefore again making an appeal 
for Federal assistance. 

As you know, we have spent approximately $170,000 on this airport and the 
base is deteriorating. To prevent the loss of this original investment it is necessary 
to pave. We have money enough to put on a minumum amount of paving—more 
or less a temporary treatment—which will still require a great deal of maintenance, 
but cannot apply the hot-mix treatment recommended by the CAA without 
Federal assistance. 

In addition to the fact that it is more economical in the long run to pave with 
the hot mix, we are asking for the Federal assistance with the idea in mind that 
this project would help alleviate the severe unemployment situation which exists 
in the county at the present due to the shutdown of so many mines. 

The town of Silver City will be using a hot-mix paving contractor this summer, 
which will make it possible for us to have the work done at a better price while 
his equipment is in the vicinity, rather than our proposed project having to 
absorb the complete cost of transporting the equipment to this area. 

This is the only airport in the county. Besides being used by the commercial 
company serving this area (which, incidentally, is essential as we are in an isolated 
area), it is used by the Civil Air Patrol unit consisting of 48 members. It is also 
used by the Veterans’ Administration, and the United States Forest Service has 
located a building at the airport to house fire fighters. The drought has caused a fire 
hazard in the Gila National Forest and this strip is used by the fire crew of smoke- 
jumpers. Improving the airport would assist the Forest Service in its fire-preven- 
tion program. 
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Taking into consideration all of this information, will it be possible to obtain 
an emergency appropriation of Federal funds to assist us in paving with the hot- 
mix treatment? We must know by July 1 whether or not it will be possible to 
obtain such an appropriation, as if it is not possible, we will have to go ahead on 
our own with the cold-mix treatment. 

Assuring you that we appreciate all you have done in the past to assist us, we 
are, 

Very truly yours, 
Grant County Arrport Commission, 
W. J. Upvon, Chairman. 
Grorce Barrows, Secretary. 
W. C, Lancenporr, Treasurer. 
R. R. Davis, Member. 
Tuomas J. Huspparp, Member. 


FINDLAY, OHIO, COMMUNICATIONS STATION 


CuaikMAN Bripces. The record will show at this point Senator 
Bricker’s letter addressed to me as chairman of the Senate Appropria- 
tions Committee, and likewise Congressman Bett’s letter, also ad- 
dressed to me, with an enclosure from M. C. Murphy of the Ohio 
Oil Co. on the continuance of the Findlay, Ohio, communications 
station. 

(The communications referred to follow: ) 


Unitrep Sratres SENATE, 
CoMMITTER ON INTERSTATE AND ForREIGN COMMERCE, 
May 5, 1954. 
Hon. Styies BripGgs, 
Chairman, Senate Appropriations Committee, 
Washington, D. C. 

Drar Stryies: The Appropriations Committee has heard testimony and re- 
ceived numerous statements relative to the desirability of continuing the weather 
and radio facilities at the Findlay, Ohio, airport. 

The evidence before the committee will show, I am sure, that a great deal of 
business flying is done out of Findlay and that there is a genuine need for con- 
tinuance of the facilities now there. 

I shall greatly appreciate favorable action on this item. 

Sincerely yours, 
Joun W. Bricker. 





CONGRESS OF THE UNITED STATEs, 
House oF REPRESENTATIVES, 
Washington, D. C., April 28, 1954. 
Hon. Stytes BRIDGES, 
Chairman, Senate Appropriations Commitiee, 
The Capitol, Washington 25, D. C. 


Dear Senator Bripaces: For some time I have been aware of the proposal by 
the Civil Aeronautics Administration to discontinue several communications 
stations, including the one located at Findlay, Ohio, in the district which I repre- 
sent. I have been glad to assist Senator Bricker in bringing the importance of 
maintaining this weather station to the attention of your committee. 

Enclosed you will find a letter which was addressed to me by the head of the 
aviation department of the Ohio Oil Co. of Findlay, Ohio,*which sets forth this 
company’s position in this matter. It might also be noted that military aircraft 
also use the services of the weather station at Findlay. If these facilities were not 
available, it is possible that 1 military plane crash might result in a loss to the 
Government of more than the cost of maintaining all 41 weather stations for a 
l-year period. 

Because of the safety factors involved, | would appreciate you and your com- 
mittee giving this matter every consideration and request that this letter and the 
enclosure be made a part of the committee record. 

Very truly yours, 


Jackson E. Betts. 
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Tue Onto O1n Co., 
Findlay, Ohio, April 28, 1954 
Re Continuance of Findlay, Ohio, Communications Station 


Hon. Jackson E. Betts, 
House of Representatives, 
Washington, D. C 

Dear Mr. Betts: At the Senate Appropriations Subcommittee hearing yester- 
day on the budget for CAA, Senator Karl Mundt made a strong case for the 
continuance of the communications stations now manned by CAA. Senator 
Mundt pointed out the vital safety factor involved to over 30,000 business and 
public-operated aircraft. 

Although the fact was fully covered at the regional meeting, it was obviously 
impossible to go into details at yesterday’s hearing on the subject; however, you 
will recall that there is a speczial factor as far as the Findlay communications 
station is concerned—this is the fact that the airport at Findlay is 100 percent 
owned and operated by our company, yet the facilities of the airport are made 
available to the city of Findlay and all other industries and companies who 
operate business aircraft. Within the past 18 months our company has spent over 
$380,000 on ramps, runways, and additional land for the airport, have installed 
a CAA system of lighting on the runways and a beacon for the public, all at our 
own expense. None of the money that has gone into the building of this airport 
has come from public funds and, therefore, it is well within economic reason that 
we ask that sufficient appropriations be granted so that the CAA can furnish 
personnel for the communications station. 

Sincerely yours, 
M. C. Murpuy, 
Manager, Aviation Department 


MICHIGAN AIRPORT DEVELOPMENT PROGRAM 


Chairman Bripcrs. The record will show at this point the state- 
ment of John P. McElroy, vice chairman on the airport development 
program of Michigan. 

(The statement referred to follows) 


The reinstituting of the Federal aid airport development program is of vital 
importance and urgently needed in Michigan. Without Federal aid it will be 
impossible to complete the airport development program that has been approved 
by the Civil Aeronautics Administration, the Michigan Aeronautics Commission 
and the sponsoring authority in Michigan. 

The annual appropriation by the Michigan Legislature for airport development 
in Michigan is dependent upon local and Federal matching funds. Consequently, 
last year the total appropriation made by the Michigan Legislature reverted to 
the State treasury because there were no Federal matching moneys available. 

Again in its present session the Michigan Legislature made the appropriation 
for airport development in Michigan dependent upon Federal and local matching 
moneys. It seems clear that the Michigan Legislature is of the conviction that 
the completion of the airport development program in Michigan, which was 
instituted as the result of the Federal aid development program of 1946, is as much 
a Federal obligation as a State obligation. Indeed the Michigan Aeronautics 
Commission is of the opinion that the diseontinuance of the Federal aid airport 
program by the Federal Government would be a breach of trust on the part of the 
Congress of the United States. 

The Michigan Aeronautics Commission carefully analyzed all requests by State, 
county, and city spogsoring authorities under the Federal aid airport development 
program and only approved for inclusion in the program those airport facilities 
decreed necessary for an adequate airport system in Michigan. 

In most instances in Michigan, airports have been developed on a pay-as-you-go 
basis and in most instances airports being developed under the Federal aid airport 
development program are from 50 to 60 percent completed. 

City and county governméntal units in Michigan sponsoring airports under 
the Federal aid airport development program are financially unable to complete 
these projects without Federal aid. The Michigan Aeronautics Commission 
is further of the opinion that the elimination of terminal buildings from the 
reinstituted Federal aid airport development prograt would be unjust 
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In some instances in Michigan it would be impossible to use the constructed 
airport facilities without terminal building facilities. The Michigan Aeronautics 
Commission notes that in Senate Document 95, page 2, VIIT, ‘The Congress 
should study the feasibility of a plan whereby the Federal Government would 
guarantee the payment to private investors, such as banks and other lending 
agencies, all indebtedness incurred by State or local governments for the con- 
struction of terminal buildings.’’ Should this recommendation be ado; ted by 
Congress, it would solve the problem and the Congress could be assured through 
CAA agreement with the sponsoring authority that the Federal Government 
would be re>aid out of future income derived from the airport facilities. 

The attached is a complete résumé of the airport development program ap- 
proved for Michigan showing the State and local sponsors’ available moneys 
together with a brief outline as to the proposed development program. 

The Michigan Aeronautics Commission respectfully petitions the Congress 
for the reinstituting of the Federal airport development program in an amount 
sufficient so that under the formula adopted, Michigan will derive sufficient 
Federal funds to match State and local funds so that the present airport develop- 
ment program for Michigan can be completed within the next 4 vears. 








BuRS#AU OF THE CENSUS 


STATEMENT OF HAROLD B. SAY, PORTLAND CHAMBER OF 
COMMERCE, PORTLAND, OREG. 












BUREAU OF FOREIGN TRADE 
Chairman Brinces. We will next hear from Mr. Harold B. Say, of 
the Portland Chamber of Commerce. 

Mr. Say. Senator, I would just like to file a statement rather than 
read it and tell you the points that are in it and have it submitted for 
the record, if I may. 

Chairman Bripces. We will be glad to have you do that. 

(The statement referred to follows: ) 













B. Say, 
(OREG. 


STATEMENT OF HAROLD 
PORTLAND 


WASHINGTON REPRESENTATIVE OF THE 
CHAMBER OF COMMERCE 

















Mr. Chairman and members of this committee, my name is Harold B. Say. I am 
manager of the Washington, D. C., office of the Portland Chamber of Commerce 
maintained at 1737 H Street NW., Washington, D. C. 

My organization desires to express its appreciation to you for permitting it to 
voice its opinion concerning the appropriation under consideration, and further 
to present its conviction that all foreign trade promotion and intelligence services 
should be transferred back from the State Department to the Bureau of Foreign 
Trade of the Department of Commerce. In years gone by when this field of trade 
promotion and information was in the hands of the Department of Commerce, 
our business people received a service of high value, that was prompt and effective. 
This has not been the case in recent years when the Bureau of Foreign Trade of the 
Department of Commerce has had to depend on the State Department’s officials 
abroad for commercial information, 

Under the system that prevailed before the foreign trade attaché program was 
discontinued in the Department of Commerce and transferred to the State 
Department, our business people received good, concise market surveys, excellent 
commercial intelligence, and almost daily information on changes in the daily 
foreign commercial picture. These reports were written in business language and 
were readily understood and used by our business people. When our businessmen 
went abroad they met commercial attachés who knew and understood the problems 
and were able to go to work on them immediately. 

Today we need that kind of help again. The honeymoon for selling is over and 
we need good, quick service on the standards that once prevailed. 

A ietter addressed to me by Mr. R. L. Clark, president of the Portland Chamber 
of Commerce, original and copies of which I attach, expresses our organization 
viewpoint very concisely in a few paragraphs. We urge that you give it your 
earnest consideration. I do not know how many other chambers of commerce 
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from port cities like our own have addressed you, but I am certain that any survey 
you might make would produce the same opinion as voiced in Mr. Clark’s letter 
and my own testimony 

Concerning the specific appropriations under your consideration, we do not feel 
that the $1,500,000 approved by the House is adequate to provide for the work 
that the Bureau of Foreign Commerce is endeavoring to do currently We hope 
that your committee will feel it in order to restore at least to the amount recom 
mended by the Bureau of the Budget: namely $2,800,000 


GENERAL STATEMENT 


Mr. Say. We would like to see the Department of Commerce ap 
propriation for its foreign trade upped from the $1,500,000 allowed by 
the House to $2,800,000 which was recommended by the Budget 
Bureau. We think it is impossible for them to do a job without that 
sum or approximately that. More importantly—and this is not up 
in your bill here this morning—we feel that the foreign trade promo 
tion work which has been carried on by the State De ‘partment fo the 
last several years rather than by the Department of Commerce ought 
to be transferred back to the De partment of Commerce where it once 
was and from which we—l say “we,’’ meaning our firms all over the 
country—got real results which they do not get today, 

Backing this statement I have a number of le ‘tters from a number of 
major American firms that came in response to one | wrote rather late 
last week which sets forth in detail some of their particular expe 
iences in that field and why the old system worked better. | would 
like to have those introduced in the record 

Chairman BripGes. We will do that 

(The letters referred to follow: ) 

SEARS, Rogsuck & Co.,, 
Philadel phia, Pa., May 10, 1954 
Mr. Haroup B. Say, 
Portland Chamber of Commerce, 
Washington, D. C 

Dear Mr. Say: Congressional and administration spokesmen, on the one 
hand, have, in the past 2 years, repeatedly asserted that overseas loans, gifts, 
and grants-in-aid must steadily decrease to a vanishing point, and that private 
enterprise must step ia and underwrite the many projects. We agree this is 
encouraging industry, through several Government agencies, to invest abroad. 

They permit, on the other hand, one of industry’s principal sources of informa 
tion, the Bureau of Foreign Commerce, to continue to subordinate to another 
department, whose prime function is not trade, not movement of goods, and 
which has relegated commercial affairs to a position of least priority 

Larger firms can afford to send a qualified representative for a costly on-the- 
spot survey; smaller businesses cannot, and suffer the most 

We feel that the gentlemen Senators of the Appropriations Committee should 
give serious consideration to the inclusion of the Bureau of Foreign Commerce 
into the United States Department of Commerce 

Most sincerely, 
FRANK E. GLACE, 
Manager, Foreign Trade Division 


Henry Disston & Sons, INc., 
Philadelphia, Pa., May 11, 196 
Mr. Haroup B. Say, 
Manager, Portland Chamber of Commerce, 
Washington, D. C. 

Dear Mr. Say: Thank you for your May 5 letter concerning the return of 
foreign-trade promotion work to the Bureau of Foreign Commerce of the Depart 
ment of Commerce from the State Department. 

This is indeed a matter of great interest and concern to us and to other foreign 
traders. However, it is our custom in matters of this kind to take action through 
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our own service organizations, such as the Foreign Traders Association of Phila 
delphia and the National Foreign Trade Council. I understand that both 
organizations have been actively promoting the desirability of the thoughts 
expressed in your letter. 
Very truly yours, 
H. F. Barrvus, Jr., 
Manager, Export Division 


Tux KsTerRBROOK PEN Co., 
Camden, N. J., May 7, 1964 
PORTLAND CHAMBER OF COMMERCE, 
Washington, D. C 
(Attention: Mr. Harold B. Say, manager.) 

Dear Mr. Say: The subject of your letter of May 3 is one in which we see 
eye to eye 

We can well remember vears ago when the service of the Bureau of Foreign 
Commerce was far superior to the present while it is under the auspices of the 
State Department. 

For your information, we are not only writing directly to you on this subject, 
but as members of the foreign trade committee of the Fountain Pen and Mechani- 
eal Pencil Manufacturers’ Association, Inc., this will be a subject of discussion at 
the next meeting, and we have no doubt that a resolution will be adopted that will 
be presented to the Congressmen and the local offices of the Department of Com- 
merce that as much pressure may be brought as possible to secure an organization 
sufficiently interested in our foreign trade to provide the necessary implements to 
insure us continuance. 

Yours very truly, 
Cartes W. AppLecare, 
trport Manager. 


BERKSHIRE KNITTING MILLs, 
Reading, Pa., May 6, 1954. 
PorRTLAND CHAMBER OF COMMERCE, 
Washington, D. C.: 


We wish to acknowledge your letter of May 5 in regard to an appropriation 
for the Commerce Department. 

Although we cannot definitely say that we have had any particular difficulty, 
who can say what we have missed by not having the information which should 
have been furnished by the Department of Commerce? 

We definitely favor a larger appropriation for the Commerce Department so 
that the services they render can be of a much more helpful nature in establishing 
more detailed statistics, prompter service in recording the data, and provide up-to- 
date World Trade Directory reports, ete. May we also suggest that the commer- 
cial representatives abroad should be selected and directed by the Department 
of Commerce and should be business-trained and experienced. 

We believe the moneys now used in the State Department for services which 
can be more effectively done by the Commerce Department should be turned over 
to the Department of Commerce. 

We believe all foreign traders and foreign-trade groups favor a chance in the 
appropriations and anything that can be done to influence this decision will be 
appreciated, and trust the appropriation committee will give it their thoughtful 
consideration. 

We have no objections to using this letter in your conference with the appropria- 
tion committee. 

Very truly yours, 
C. M, Serrzincrer, Export Manager. 


THe QvaKER Oars Co., 
Chicago, Ill., May 6, 1954, 


PORTLAND CHAMBER OF COMMERCE, 
Washington, D. C. 
(Attention Mr. Harold B. Say.) 
Dear Mr. Say: I was glad to receive your letter of the 5th. I am glad that 


the Oregon Chamber of Commerce feels that it is necessary for the good of Amer- 
ican foreign trade that the trade-promotion work be removed from the State 
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Department and placed back in the hands of the Bureau of Foreign and Domestic 
Commerce, In fact, I have been advocating this for some time 

I might tell you that the State Department will oppose returning this service 
to Commerce, and I think their attitude is one of simply hanging on to something 
they have, even though it be to the detriment of our foreign trade and the people 
of this country. 

I am glad that your organization is going to testify before Senator Bridges’ 
appropriation committee next week on the Commerce Department's appropria 
tion, and in doing this I certainly think vou should bring to the committee's 
attention the deplorable condition now pertaining to the conduct of foreign-trade 
promotion and service. I am attaching copy of a brief which I made up some 
time ago on this subject, and I might say this was handed to the State Depart 
ment hoping that they would examine their own conscience and turn this service 
back to Commerce where it should be, but apparently they are without con 
acience, and nothing has come of it, 

My next thought was to present the same to proper committees of both the 
House and Senate, and | feel that the Congress should take some action in this 
matter. 

You can use any part or all of this in your testimony before Senator Bridges 
committee, My views are the same as those expressed in your letter of May 5 
I am attaching two copies inasmuch as you may wish to leave one with the 
committee, 

Yours truly, G. C. Wurrrie, 
Manager, Foreign Department 


Business SEEKS IMPROVED Servick From Unitrep States Foreran Traps 
AGENCIES 


A striking feature in modern international relations is the ever-increasing in 
creasing influence on commerce of the policies and procedures of governments 
Economic interests in many countries form a powerful factor interwoven with 
others in the fabric of policy affeeting both domestic and foreign affairs 

More than ever before governments are inclined to take positions in inter 
national questions based on the economic and commercial intelligence they are 
able to gather resvecting business conditions abroad It has become normal 
practice for major governments operationally to stimulate the international 
trading of their people as an essential part of governmental responsibility to con 
duct foreign relations, and to consider such activity indispensable to the healthy 
growth of international trade and good-will 

In the United States agencies of the Government to render aid to private enter 
prise engaging in foreign trade were established under a series of statutory pro 
visions beginning prior to World War | The Government until 1933 supplied 
an efficient advisory service to exporters and importers, It made available to 
business the knowledge it acquired through special representatives abroad on 
the development of export and import markets, Such service, as in other coun 
tries, provided an added facility to the Government with which to shape its 
general policies toward other countries. Simultaneously the service practicably 
implemented trade treaties and agreements with other countries 

In the practical view of United States business experienced in foreign trade, 
however, this advisory service of the Government suffered a serious setback in 
1933. In that year the principal mechanism of the Government for promoting 
the Nation’s foreign trade (the Bureau of Foreign and Domestic Commerce in 
the Department of Commerce, and the Bureau’s chief operational organ, the 
Foreign Commerce Service) was all but serapped 

It is noteworthy to recall here that even leading foreign government officials 
openly deplored the incredible Washington action in drastically reducing the 
capacity of the Bureau’s Foreign Commerce Service to benefit international 
business. Foreign authorities and businessmen had learned in the short space 
of the 12 previous years to place the utmost confidence in the objectivity of the 
Foreign Commerce Service by virtue of the quid pro quo results it had achieved, 
and of the relationships it had helped to build and maintain among American 
business houses and connections abroad. The foreigners were convinced that the 
immature move of decapitating the Foreign Commerce Service would prove 
reciprocally disadvantageous, Whether it should be of prolonged duration or not, 
to their countries and the United States 
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NEED TO 





SURVEY 





POSITION 


The 1933 action against the Bureau and the Foreign Commerce Service appar- 
ently was the partial result of a basic disdain by the incoming policymakers 
toward the dependence of the national welfare on the arm of private enterprise. 
It had been decided to break with the tradition that the Government and business 
are partners in the management of the national economy. The consequences 
were bound to be far-reaching, and in the case of the foreign trade segment of the 
economy they continued to be in effect more or less from 1933 until the present 
time. 

Leaders among American foreign traders now consider it opportune, therefore, 
that an official review of the prevailing passive foreign trade promotion policies 
of the Government be undertaken as soon as possible. The examination may 
point to measures that might be advanced to restore a constructive program with 
respect to the Government’s responsibility to help business to look ahead of the 
present emergency to the development of a sound foreign trade. To explain the 
need for the survey a brief historical outline of the main characteristics of the 
past and existing facilities in the Government to give such aid is set forth below, 
followed by suggestions from the business point of view for a possible salvaging 
project. 


OLD FOREIGN COMMERCE SERVICE 





The American foreign trading community well remembers that beginning wit) 
World War I, and especially during the Hoover regime, the Bureau of Foreign 
and Domestic Commerce through its Foreign Commerce Service furthered the 
reciprocal commercial interests of the American people and those of foreign lands 
in a monumental manner. 

The Foreign Commerce Service consisted of commercial attachés and trade 
commissioners accredited to the chief international trading centers abroad. 
Numbering less than a few hundred officers at the peak, these commercial diplo- 
mats were specially trained, and maintained by the Bureau at a cost of but a few 
million dollars a vear. The qualities demanded of the officers were those of 
observing economic-commercial facts and interpreting them to the national 
advantage; and of developing and maintaining business contacts directed to the 
practical purpose of moving goods in and out of markets. 

Over the years the Foreign Commerce Service proved that the investment in 
them was returned many times over in the new business turnover they initiated, 
and in keeping the Government and business informed of prevailing conditions 
overseas. They directly assisted the movement of commodities into markets, 
domestic and foreign industrial plants to operate, and labor, consumers, and 
management at home and abroad to profit in the known measure of hundreds of 
millions of dollars annually. 

The officers of the Foreign Commerce Service came to be valued everywhere 
among informed official and private foreign trade circles in many countries as 
international public servants of the highest order whose zeal in serving their own 
country served the welfare of man internationally. The British newspaper, the 
London Evening Standard, in June 1933 echoed the conviction of European 
officialdom, for example, by stating that the Foreign Commerce Service was the 
finest body of economic diplomats in the world. 

Our foreign traders, maintaining intimate liaison with the Bureau, especially 
observed the work of its representatives abroad. Seeing the tangible results of 
their creative efforts, documented by business itself, the members of the Foreign 
Commerce Service had a pride in profession that few organizations of the Govern- 
ment have ever managed to rival 
COMMERCE AND STATE 
To understand the nature of the old Commerce Department’s Bureau and its 
Foreign Commerce Service it should be reiterated that in the pursuit of the objec- 
tive of promoting our foreign trade these organizations concentrated their en- 
deavors in the markets of heavy turnover, that is in the places where the vast 
bulk of the world’s trade was transacted. 

While the Foreign Commerce Service had been designed to be a streamlined 
instrument concentrating on the important centers of the world, the State Depart- 
ment’s large Consular Service was depended upon to fulfill certain foreign trade 
promotion functions, particularly in economic and commercial reporting, constitut- 
ing a fractional part of its total responsibilities, in the scattered minor areas 
abroad 
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Congress had stipulated that the Commerce Department, with its affinity to 
business, should distribute the commercial and economic reports of all the Govern 
ment’s representatives abroad in order that the information could be used in the 
most effective manner. Through the Office of the Director of the Consular Service 
the State Department had been instructed to gather general economic, marketing, 
and trade opportunity data for the disosition of the Commerce Department 
Whereas the Consular Service had basic commercial re; orting and other trade 
promotive tasks to perform in many regions, such were duties auxiliary to those 
of the Foreign Commerce Service in the major trading areas. No necessity had been en- 
visaced for extending the oj erations of the Foreign Commerce Service beyond the 
territories requiring intense specialized work to bring maximum national return 
at the least jublic expense 

In addition to the essential division of scope of activity between them logicall 
there existed marked differences in the inherent trade promotion capacities of the 
Consular Service and the concentrated Foreign Commerce Service. Charges 
arose nevertheless, to the effect that the Foreign Commerce Service du; licated the 
trade promotion functions of the Consular Service 

Prior to 19383 Congress repeatedly refused to permit other departments to take 
over certain ,ortions of the trade promotion work of Commerce’s Bureau and the 
Foreign Commerce Service. This attitude was founded on the idea that any 
intelligent program of trade »romotion must have unified direction by the agency 
most intimately concerned. The view of Congress undoubtedly had its motivation 
in the utility to business of the Bureau and the Foreign Commerce Service both 
in design and practice. 

The contention that the Foreign Commerce Service du slicated the work of the 
Consular Service, at least in the countries where representatives of both organiza 
tions were located, could have little validity against fact 

Commerce had been designated the official sponsor of our foreign trade. In 
that capacity its Bureau and the Foreign Commerce Service on behalf of the 
Government as a whole observed and interpreted economic trends abroad in 
professional detail, unhindered by the press of other noncommercial iesponsibilities 
The reports of the Foreign Commerce Service on broad economic questions as 
well as those giving specific commercial intelligence were also made available to 
business by the Bureau as appropriate. 

The Foreign Commerce Service enjoyed remarkable freedom from inhibitions 
toward traditional practices in the treatment of commercial questions which are 
often imposed on the State Department owing to certain diplomatic considera- 
tions. In fact, the recognized independence and commercial objectivity of the 
Foreign Commerce Service frequently rendered yeoman service to the State De- 
partment in performing its general foreign policy function. 

In conjunction with their reporting assignments the officers of the Foreign Com 
merce Service aggressively hunted for opportunities to do business with foreign 
countries. Under the direction of the Bureau, which sought and received practical 
guidance from business, the Foreign Commerce Service supplied business with 
unparalleled intelligence regarding: 

1. New outlets, and the development of stagnant markets. For our large 
organizations this encompassed supplying special information on marketing fac- 
tors. In the automotive field alone, for example, the almost exclusive reliance of 
American firms on the facilities of the Foreign Commerce Service, was a formidable 
part of the firms’ export operations. For the small concerns, the great majority 
of the foreign traders of the United States, this meant rendering aid in acquiring 
selling and buying agents abroad, in legal questions, complaints and adjustments, 
and in resolution of technical matters. 

2. Sources of raw materials where buying power could be increased to react 
favorably on our exports. 

The multifarious duties of the officers of the Consular Service covered many 
subjects other than trade promotion. Under the best of conditions the Consular 
officers at posts where commercial interests were of suborijinate character, could 
but supplement the total of the contributions to the national welfare made by the 
Foreign Commerce Service. Elsewhere the Commerce specialists, devoting all 
their time to the one purpose of promoting our trade, having continuing contact 
with businessmen, in a manner that the counsels could not have and simultaneously 
hope properly to fulfill their noncommercial duties, hardly could duplicate the 
trade promotion function of the State Department either in volume or quality of 
output. The effectiveness of any organization in the last analysis can be limited 
only by the capacity and ingenuity of its personnel. It is no disparagement of 
the Consular Service to say that had it been able to service business in accordance 
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with the needs of the latter, no Foreign Commerce Service could have succeeded 
for long. But in an age of specialization the prosaic fact was that the record of 
accomplishment by the Foreign Commerce Service in the specialty for which it 
was intended naturally surpassed that of the Consular personnel of 4 or 5 times 
greater size but encumbered by dozens of different tasks. In the perspective of 
the personnel discrepancy in ratio to the pertinent work done allegations of serious 
duplication by the Foreign Commerce Service were blatantly invalid. 

If duplication in abnormal situations occurred, it was minimized greatly by the 
terms of President Coolidge’s order early in 1924 to the effect that all representa- 
tives of the Government in the same city abroad should meet in conference every 
2 weeks, exchange information freely, and cooperate under the Chief of Mission 
as commonsense appeared to dictate. Until 1933 the meetings of the Commercial 
Attachés with the diplomatic and consular staffs of our missions abroad were 
regularly held. The Commerce men were of incalculable value in keeping the 
officers of the State Department objectively informed on questions of politico- 
economic significance to the United States, 


BUREAU DEBACLE 





The organized decline in the policy and operation of the Bureau was dramatically 

disclosed in the summer of 1933 when nearlv half of the most active officers in the 
Foreign Commerce Service were dismissed for reasons of economy on a week’s 
notice. From that year until 1939, when what was left of it was absorbed into 
the State Department’s Foreign Service, the Foreign Commerce Service followed 
the Bureau into a night of innocuous desuetude. 

From time to time during that period the directors of the Bureau, presumably 
acting on higher level suggestions, immediately and energetically proceeded to 
play down the Bureau’s responsibilities. They propagandized the concept that 
the Government should not nothing for business that the latter could do for itself. 
The maliciously puerile implication of the propaganda was that the Bureau's 
former services to business, and by that token to the whole American public, 
were of a kind that business could do on its own. 

The directors of the Bureau blithely ignored that 75 percent of American’s 
foreign traders did not have the individual resources to find out where and how 
in the foreign markets to do business; that the changing policies of governments 
in other lands with respect to the elements of trade in tariff questions, quotas, 
and restrictions of various kinds could be observed and acted upon in the interest 
of foreign traders only by competent commercial diplomats; that commercial 
intelligence in world trade was a perishable commodity requiring the constant 
attention of these trade ambassadors, since no private enterprise could finance 
the comprehensive organization needed for the job or supply the prestige neces- 
sary; that large American export corporations, and those which maintained 
branches abroad, also chronically required the assistance of their own Govern- 
ment in their foreign-trade problems; and finally that every advanced country 
recognized these phenomena in international relations for what they were: A 
fundamental evolution in world trading conditions toward a permanency demand- 
ing governmental interest and action. 

The 1933-34 directors of the Bureau, some of whom perhaps significantly later 
took high positions in the State Department, began a process of administrative 
attrition against the Bureau without parallel. Against deliberately projected 
budgetary and other limitations the handful of leftover stalwarts in the Bureau 
who protested the rush to ruin were helpless in trying to serve business in the 
customary manner mandated by organic statute. 

The advisory committees of businessmen, which the Bureau encouraged and 
relied upon in initiating programs for the promotion of foreign trade and keeping 
them in repair, had disappeared and small wonder. They could serve no useful 
purpose when they were not particularly welcomed in Washington. 

Gradually the confidence and dependence of the other Government agencies 
on the Bureau, as the central nirthantey on matters pertaining to our foreign 
economic and commercial affairs, faded away. The severe curtailment of the 
flow of information from abroad because of the reduction in the Foreign Commerce 
Service staff reacted in lessening the Bureau’s capacity to distribute information 
to business and Government agencies. The Bureau’s activities in making statis- 
tical surveys, country and commodity studies, publications, and in counseling 
international economic conferences, were either eliminated or sharply reduced. 
Furthermore in a veritable orgy of genuine duplication of effort other Government 
agencies took over certain of the formerly exclusive tasks of the Bureau. 
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From about 1935 to 1939 other psychological blows rained on the Bureau as it 
turned into the scene of a protracted internecine brawl. Washington’s news 
papers periodically carried stories of the shockingly reckless antics of a succession 
of strange personalities in the Bureau who were tilting against the windmills of 
empty official position and rank. The policies administratively put into force 
in the Bureau required that no constructive work be engineered from any of its 
mighty seats. The energy of these brawlers in that respect nicely remained 
conserved 

The real causes of the Bureau's utter disorganization from 1933 to 1939 proved 
difficult fully to discern beyond the apparent quarrels of its chiefs, administrative 
weaknesses, and the predatory inclinations of other agencies to capitalize on the 
situation by pirating certain of the Bureau’s prerogatives. In any event the last 
vestiges of the Bureau’s professional touch were well nigh gone by the end of the 
period 

AMALGAMATION 


In sympathy with the misfortunes of the Bureau of the hundred-odd members 
who had been left in the Foreign Commerce Service in 1933 lost a good deal of 
the early interest in their work during the next 6 years. A number of them, who 
had been noted for their imagination, drive, and dedication to the Bureau, were 
torn between the hope of return to the former status and indications that no 
leadership in the Bureau appeared sufficiently strong and interested in renovating 
the shell of the old organization. 

With the best of intentions the rudderless commercial attachés and trade 
commissioners could not, under the heavy do-nothing hand of the Bureau, live up 
to anything like their individual share in the former reputation of the Foreign 
Commerce Service. Their worth to the Government and business shrunk 
inexorably to negligible values by comparison with the 1920's, and their morale 
vanished. It was considered that any action concerning them would be an 
improvement over their state of suspended animation in 1933-39 

Under the circumstances the Foreign Commerce Service was fair game for 
absorption and some reason existed for merging it with the Foreign Service of the 
State Department in 1939. The inertia of the Bureau in Commerce, its lack 
money and personnel, contributed mightily to its loss in many instances of the 
means to carry out its authority under law to promote and protect the foreign 
trade of the United States 

It has been suggested that the State Department rather reluctantly absorbed 
the Foreign Commerce Service. Nevertheless the merger in no way absolved the 
Commerce Department from carrying out its legal mandate to promote and 
protect our foreign commerce. The tenor of a pronouncement by President 
Roosevelt regarding the amalgamation indicated that efficiency, economy, elimina 
tion of duplication, and “better service to the business interests’? would follow 

Though the career status of the ex-Foreign Commerce Service had been fixed 
by the merger, the State Department was too concerned with other grave affairs 
in the years from 1939 through the war to devote undivided attention to questions 
which the amalgamation posed concerning the service that should be rendered to 
business. The period 1940-45 incidentally created a demand for hundreds of 
additional officers for special duty in the State Department’s Foreign Service, and 
brought added problems of policy and administration. 

Anticipating succeeding emergencies in the aftermath of the war the State 
Department proposed a reorganization of its Foreign Service. This was provided 
for in the Foreign Service Act of 1946. The act made the administration of the 
Foreign Service the responsibility of the Secretary of State. The Commerce 
Department, however, was granted the authority to make recommendations 
concerning the selection, assignment, and rating of personnel. Thus theoretically 
the act provided for a unified Foreign Service in which the Commerce Department 
and other interested executive departments were to have a coordinating manage- 
ment voice. 

In practice, neither the letter nor the spirit of the act received the attention 
which would encourage hope that promising moves would be made by the State 
Department toward rendering the high-grade service to business whic h had been 
characteristic of the old Foreign Commerce Service. Nothing happened since 
1946 to indicate that business could have direct and effective access to the Foreign 
Service and get prompt and sympathetic help in its foreign-trade problems 
How much was due to the lethargy still prevailing in the Commerce Department 
in the question of forcing the issue with the State Department, and how much to 
the resistance of the State Department remains to be seen 
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From 1946 the State Department went through a continual process of reorgani- 
zation and expansion. It augmented the multipheity of economic policy bodies 
which had been created some years earlier. Granted the need for increased atten- 
tion to broad economic affairs in the proper conduct of foreign relations, they 
were reminiscent of the structures of the Commerce Department's old Bureau 
of Foreign and Domestic Commerce. But there was no change in the lack of 
emphasis on the operational function of servicing business in order to implement 
the policy function. 

In the State Department a vague distinction was made between “economic’”’ 
and “commercial” affairs, and the accent placed on the former. Meanwhile in 
the Commerce Department, a certain school of thought inclined to agree with the 
distinction. Academie economic studies by the Foreign Service and the depart- 
mental staffs in Commerce and State took precedence over commercial reporting 
and trade-promotion activities. No thought or action attempted to achieve the 
balance necessary between the “study” technique and the ‘‘commercial,”’ not- 
withstanding that each is a complement to the other in the objective of economic 
welfare. 

The concept of placing “economic” reporting in a higher compartment than 
“commercial’’ reporting, instead of treating them as coordinates, also began to 
filter into the Foreign Service, which grew enormously from 1946. In the new 
scheme of things the State Department glorified the position of economic counselor 
and the positions of economic attachés in the embassies and legations of impor- 


rance. At many posts the economic counselor coordinated politico-economic, 
military, and commercial functions with the heads of our emergency missions 
abroad (ECA, MSA, ete.). Specialists to report on eivil aviation, shipping, agri- 


culture, commerce, and communications, attached to the embassy or legation, 
were placed under the authority of the economic counselor, 

The economic counselor, aside from acting as coordinator among our emergency 
missions, was charged with the job of economic reporting. He specialized in 
observing and interpreting economic events and trends in the fields of industry, 
finance, agriculture, and commerce, primarily for the Government’s guidance. 
If postwar conditions in many countries may have necessitated this high altitude 
of specialization, the economic counselor in essence did no economic reporting 
that was not done as a matter of course by the old-line commercial attaché in 
addition to his restrictly commercial work. 

The commercial attaché constantly mixed with the leading elements of business 
and of officialdom. In understanding the language of business he was able to see 
the meanings of economie facts and to portray them for both Government and 
business use. He prepared his economic reports with particular care because they 
were subjeet to being published under his name. It has not been Government 
policy since 1933 to exercise the discipline on its officers reporting conditions abroad 
which was involved in publishing their material under a byline. 

For the reasons explained the Commerce Department had not been able to 
make the same volume and character of demands on the swollen personnel of 
the State’s Foreign Service as it had in the heyday of the Foreign Commerce 
Service. Despite that fact chronically the Commerce Department’s requests in 
recent years have met with administrative obstacle, endless clearing redtape, 
and priority difficulties. Paradoxically departmental officers in State, especially 
members of the Foreign Service sitting in executive desk positions, claimed that 
the total workload was too heavy to permit greater attention by the Foreign Serv- 
ice to commercial work. 

Thus one of the first effects of the amalgamation was a manifestation of the 
natural tendency by the State Department personnel to regard the absorption 
of nearly a hundred Foreign Commerce Service officers into State’s Foreign 
Service as a handicap to seniority rights. The more able of the ex-Foreign 
Commerce Service members promptly concluded that since they were now in 
competition with the career political diplomats, it behooved them to do the things 
which would seem in a huge impersonal system to bring the quickest promotion 
rewards. There was no reason why a good ex-Foreign Commerce Service officer 
should not make a good career diplomat specializing in political reporting. In 
fact, there was every reason why in this modern age a superior ex-Foreign Com- 
merce Service officer should make an excellent political diplomat. But obviously 
in a Foreign Service of several hundred men, and only a few hundred really needed 
to do a good job in economie and commercial work, there appeared to be a rela- 
tively harder future ahead for the specialist in trade matters. 

At the same time not many original career political diplomats were likely to 
take fliers into the field of economic and commercial work on the possible chance 
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that promotion and rank would more readily accrue to them. Comparatively 
few of this persuasion of Foreign Service officers had ever prepared an economic 
report for the Government or for business, or were interested in the most elemental 
fundamentals of commercial problems and their significances economically and 
politically. The number of the officers who could do without some commercial 
knowledge and be political experts always in line for promotion was amazing 

The secondary importance of commercial work attributed by State and its 
Foreign Service adversely affected the personnel outlook for the future. Many 
young men brought into the Service, ignorant of the nature and importance of 
commercial work, were given most perfunctory training in that connection 

Certain attractions of the Foreign Service since 1946 were increased. Salaries 
and allowances were raised to levels higher than was ever imagined possible 
Yet heavy turnover in personnel in the embassies and legations, hasty shifting 
of men to and from the varidus sections of the missions, overwhelming adminis- 
trative detail, confused direction, and other factors combined to cause a lingering 
state of unsatisfactory morale, especially among the officers doing commercial 
work. 

SUGGESTIONS 


The above outline avoids the excess of details available to illustrate an especially 
sorry chapter in the history of various agencies in Washington during the past 
20 years. The acts of maladministration that have been committed in the Com- 
merce Department were in serious violation of the national interest. In the view 
of foreign traders who believe that their welfare cannot be other than that of the 
public, the following questions should be studiously explored in order to arrive 
at ways and means to redress the injury that has been done. 

(a) The budget necessary to permit the Commerce Department in its own exist 
ing structure to exercise its normal duties under existing statutes to promote the 
commercial and economic interests of the United States abroad. 

(6) To return to the Commerce Department such of its traditional functions as 
have been defaulted to various executive departments (not including the former 
Foreign Commerce Service). 

(c) Guarantee that the Commerce Department representation in the adminis 
tration of the Foreign Service of the State Department, insofar as the economic 
and commercial officers of the Service are involved, will be carried out in accord 
ance with the intent of Congress expressed in the Foreign Service Act of 1946, 

(d) The guaranty could rest primarily in the holding of the purse strings by the 
Commerce Department for the upkeep of, at least, key economic and commercial 
personnel in the Foreign Service of the State Department (the Hoover Commission 
report suggests this). 

(e) Participation in the administration by the Department of Commerce in 
the pertinent Foreign Service personnel, including the right to issue instruction 
as may be necessary in the judgment of Commerce without interference 

(f) The necessary steps to be taken and enforced under the initiative and guid 
ance of the Commerce Department to provide a program for a stable and con 
tinuing complement of Foreign Service personnel required in the important 
centers of the world to execute Commerce Department responsibilities unde 
law. 

(g) Simularly that all applicable instructions to all other commercial and 
economic personnel of the Foreign Service be under the direction of the Commerce 
Department. 

Presented by: 

G. C. WHIPPLE, 
Foreign Manager, The Quaker Oats Co 


R. M. HoLuinasHeap Corp., 
Camden, N. J., May 6, 1954 
Re Foreign Service of Bureau of Foreign Commerce. 
PORTLAND CHAMBER OF COMMERCE, 
Washington, D. ( 
(Attention: Mr. Harold B. Say, manager.) 

Dear Mr. Say: I am pleased to see from your letter of May 4, that your organi 
zation will testify before Senator Bridges’ Appropriation Committee. 

Foreign Service should operate under Commerce Department: I strongly feel, 
as you do, that from the time that the Foreign Service was placed under the Depart 
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ment of State, that its efficiency and effectiveness in aiding American business 
was jeopardized and in fact made practically worthless. 

American business needs practical aid and assistance: It is essential that the 
type of assistance rendered American business, prior to the cordination agreement 
(which placed the Foreign Service under the State Department), be again made 
available in order to maintain and further America’s export trade. 

Our company’s experience: During the time that the Foreign Service operated 
under the Department of Commerce, our company developed its foreign trade 
The assistance rendered by the Foreign Service was instrumental in many instances 
in our obtaining distributing outlets. I personally received very great assistance 
rendered by American commercial attachés and trade commissioners on my 
many visits throughout the world. Scores of American Foreign Service officers 
with past practical business experience recommended outlets that I should con- 
tact to act as our distributors and representatives. ‘We pay high tribute to the 
Foreign Service as originally operated under the Department of Commerce. 

Our company’s experience since the coordination agreement: In a number of 
instances we have endeavored to have our Foreign Service officers discuss with 
foreign governments discriminatory restrictive regulations and have always been 
confronted with their unwillingness to render any assistance claiming that they 
have no right to interfere with the sovereignty of foreign countries. In South 
\frica American commercial attaché, Samuel H. Day, prior to the coordination 
agreement successfully prevailed upon the South African Government not to put 
into effect discriminatory unworkable marketing regulations. South Africa since 
then has made effective discriminatory regulations, and we are excluded from that 
important market. Foreign Service officers working under the State Department 
have shown complete lack of business experience or ability in dealing with such 
matters 

How other export executives feel: I can assure you that hundreds of other export 
executives with whom I am well acquainted strongly feel that it is essential to the 
future of America’s export trade, that Foreign Service be restored to the Depart- 
ment of Commerce without further delay. I have heard this matter discussed at 
scores of export manager’s meetings during the recent years and have never heard 
anyone make a statement to the contrary. 

Service that we at present obtain: The service that we and other American 
concerns are able to obtain at the present time is pathetic. I can assure you that 
many of the officials in the Department of Commerce, are ashamed of the service 
that they are able to render, and, their lack of ability to properly assist American 
exporters, most of which is due to the Foreign Service being operated by the 
State Department. The State Department, and their diplomatically trained 
Foreign Service officers, are incapable of rendering assistance of the type that the 
American manufacturer is entitled to. 

Appropriation of Commerce Department: The appropriation committee of 
Senator Bridges could render no better service to American industry than restoring 
to the Commerce Department the Foreign Service and granting sufficient appro- 
priations to conduct that Service as it was prior to the Coordination Agreement. 
Such action would increase America’s business and thereby, aid in employment 
of America’s workers. 

Quoting above to Senator Bridges’ committee: You have my permission to 
quote or make reference to the above in your hearings before the committee. I 
am attaching four extra copies of this letter for your use if necessary. 

If there is any way that I can help in the fine work that you are doing, do not 
hesitate to call on me. 

Sincerely yours, 
W. H. Lukens, 
Vice President, Export. 


Mr. Say. I also have, Senator a letter from my president to me 
asking that I do these things. Beyond that I have nothing. 

Chairman Bripces. Thank you very much. We are glad to have 
your opinion. We will include the letter from your president in the 
record. 

(The letter referred to follows:) 
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PORTLAND CHAMBER OF COMMERCE, 
Portland, Oreqg., March 22, 1954 
Mr. Haroun B. Say, 
Washington Representative, Portland Chamber of Commerce, 
Washington, D. C. 


Dear Mr. Say: May we ask that you convey to the Senate subcommittee, 
holding hearings on appropriations for State, Justice, and Commerce, the following 

1. The cut of the Bureau of Foreign Commerce appropriation proposed is a 
disservice to American business, farmers, and labor. At a time when this Nation 
is most sorely needing maximum commerce aborad to bolster sales and employ- 
ment, the appropriating committee is urged to look sharply and deeply into the 
deterioration of the foreign commercial services of this Government over the 
past Many years, 

2. Prior to 1933 this Nation enjoyed in the Bureau of Foreign and Domestic 
Commerce of the Department of Commerce @ governmental service without peer 
among nations. Then the commercial attachés and trade commissioners, located 
at embassies and in principal commercial centers on all continents, provided 
American business with data and reports and services which were accurate, 
timely and professional in character. 

3. In 1933 many of the most competent Foreign Service officers of the Depart 
ment of Commerce were summarily discharged, and ia 1939 by act of Congress 
the foreign commercial intelligence services formerly vested in the Department 
of Commerce were transferred to the State Department Under the system 
current and applying since 1939 the commercial data necessary to the conduct 
of business abroad and which is available through governmental channels has 
been completely inadequate. Data which we formerly received overnight or in 
the course of a few days is now received in a matter of 3 to 5 months, if at all. 
Their circuitous methods of handling an inquiry involving an investigation 
abroad appears today to embody the maximum of redtape and delay. 

1. For some reason not clear to the writer, State Department officials have 
apparently sought to retain this Foreign Service over the years, yet they do not 
perform a service resembling in the remotest manner the extraordinary services 
performed by the Bureau of Foreign and Domestic Commerce in the years of 
operation wholly under the Department of Commerce. If the State Depart 
ment will now relinquish the offices of Commercial Attachés and Trade Commis 
sioners to the Commerce Department, which has proven its capacity to main 
tain extraordinarily effective offices abroad, it will be in the interests of maximum 
business volume and employment within the United States 

5. It should be made clear that the field offices of the Department of Commerce 
are much less effective in their work than they should and could be today because 
of the inadequate reports received from State Department offices abroad. The 
American Government is spending a substantial sum for the maintenance of 
field offices within the United States and will inevitably realize substantially 
greater returns upon this investment if the sources of trade information abroad 
are brought up to a point of effectiveness and efficiency similar to the attainments 
of the American commercial attachés and trade commissioners pre-1933. 

6. We urge that this subject be completely divorced from any partisan political 
consideration and a determination be made on the merits of accomplishments 
of the foreign commercial service of the Government before as against after 1939. 

May we earnestly propose that the Senate committee having jurisdiction 
delay any action on State and Commerce Department budgets until it can have 
sufficient data on this subject before it to permit of a decision as to the proper 
appropriation to be made in the future for operation of commercial attaché and 
trade commissioner offices abroad. 

Very sincerely, 
R. L. Cuark, President, 


Chairman Brinces. Next we will hear from Mr. Joseph A. Sinclair 
of the Commerce and Industry Association. 
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STATEMENT OF JOSEPH A. SINCLAIR, COMMERCE AND INDUSTRY 
ASSOCIATION 


FOREIGN COMMERCE 
Mr. Stnciarr. Our objective is the same as Mr. Say’s, but we do 
take a slightly different approach to it. We are not advocating any 
increase in appropriation. Rather, we feel that as set up now—we 
are talking about the services of the Bureau of Foreign Commerce 
and the foreign commercial service under the State Department—that 
no matter how much you might increase the appropriation for the 
Bureau it is not going to improve their services any because without 
the basic data being provided from the foreign field offices they just 
cannot furnish any service. It is rather our feeling that whatever 
amount is involved in the State Department appropriation for salaries 
and expenses of Foreign Service offices—I presume it is somewhere 
between three and four million dollars, though I have never seen the 
official figures—and the $1.5 million now for appropriation in the 
foreign commerce will be about 90 percent wasted because there is 
no job being done for business, and after 20 years’ experience 
with this divided jurisdiction we do not see that there is any likeli- 
hood of any serv ice being deve lope “d. 

It has probably deteriorated much more last year, accelerated de- 
terioration, than it has in past years until it is down to the point where 
under a condition of high volume of forei ign trade—and, as you know, 
Mr. Chairman, that is conducted largely by small-business firms; 
the average exporter does not need a large office, and, of course, we 
have a great many in New York—the type of information that the 
Bureau formerly, and I believe still should, furnished he cannot get 
himself because, of course, of prohibitive expense. 


SPLIT JURISDICTION 





We have gone over this at considerable length and talked to a lot of 
people in the trade about it. I do not think there is any disagreement 
whatsoever among foreign traders whether in New York, Portland, or 
any other part of the country, that we have just had enough expe- 
rience under this split jurisdiction to find that we are not going to get 
service, 

The State Department is not interested in foreign trade or promo- 
tion or exports. They have a great many other things to do and the 
Foreign Service officers not only serve State and Agriculture, but they 
presumably serve the whole foreign business of the United States, 
such as that in the Department of Interior, Federal Reserve, and other 
agencies. 

As far as the service decline in the Commerce Department, their 
trade lists are way out of date. As far as their reports, in 1 instance, 
for example, out of 3 reports received by a firm 1 was 7 years old, 1 was 
5 years old, and by some accident 1 was only a year ‘and a half old. 
The demand is still there from trade. It is very evident from our 
experience that the exporters with changing markets and changing 
people in the field want the service, but they know it is so bad in 
Commerce that it is not worth buying. 
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EMBASSY PERSONNEL 


The situation is illustrated by a letter I got a week or so ago from 
one of the Embassies. We had written to them about a trade com- 
plaint on behalf of a small firm. The Secretary in the Embassy wrote 
back after 4 months. He said: 

It is extremely regrettable that the existing shortage of personnel at the Embassy 
has made it difficult to reply to your correspondence. 

We wrote them in January. 

Chairman Bripeges. Could you tell us which Embassy it was? 

Mr. Sincuarr. It happened to Monrovia. I looked up the State 
Department and found that there are 58 United States officials in 
that particular Embassy. 

Chairman Bringes. | would think they would have enough per- 
sonnel to reply to your letter. That is my point. 

Mr. Sincuarr. You understand that on these cuts, for example, 
last year in the overall cut of 20 percent there was a 30-percent cut 
on the commercial end of it because invariably they cut at the staff 
level, not on the career officers, and this sort of service work is handled 
by the staff. 

Another instance was cited the other day at a meeting in New 
York—I do not know what the episode was, but some trade list— 
where the Embassy wrote back, and I don’t remember which country 
it was, and said that they had the information for 2 months, but 
that they did not have a typist to type up the information to send 
it on, 

TRADE LISTS 


The result is you get trade lists that are 4 and 5 years old. A 
trade list with a change in the conditions these days is not worth 
anything unless it is up to date, and the sad part of it is that the only 
alternative, as many of our members do, is to come up to our office 
and use a directory, but directory lists are not satisfactory. They 
are not the same that a man can get from the field who is experienced 
in business and is on the spot. 

The State Department has practically restricted commercial 
reporting, this sort of reporting, for the past 6 months from our 
nearest countries—Canada, Cuba, and Mexico. They recently 
practically eliminated that sort of reporting from Panama and 
Colombia. Of course that varies. I mean for 3 or 4 months there 
will be nothing from one country and then it will be shifted around 
and they will do a little reporting and move to some other spot, but 
they have a backlog, for example, on these World Trade Directory 
reports of 450 from Havana. I understand now somebody is going 
to take over and try to clear up some of that stuff. 


REPORTING FROM MEXICO CITY 


Reporting from Mexico city is practically nonexistent, and that 
is a very important place. It is not a question of the port cities alone. 
To just take 1 typical firm, it is an export distributor for automotive 
lines and this firm represents about 40 factories in 22 States those 
factories are located and in some cases their exports from an individual] 
factory will be as much as 20 percent—I know cases where they are 
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higher—of their total production. Those fellows in the smaller areas 
do not have an opportunity to get any information. In New York 
at least we have a number of sources—the national banks, the foreign 


embassies, foreign consulates, and others. The fellow in the smaller 


city has no place to go. His local bank has no foreign department 

The service as set up is just practically hopeless, I think, so, as a 
matter of fact, you might as well cut out the whole appropriation in 
that part of the State and the Bureau of Foreign Commerce. I do not 
think they get 10 percent of the value out of that amount, but it is a 
service which is really needed. 

Thank you very much. 

I filed a three-page statement for the record. 

Chairman BripGes. It will be placed in the record at this point, 
Thank you very much. 

(The statement referred to follows:) 


STATEMENT Re H. R. 8067 By JosepH A. SINCLAIR, SECRETARY, COMMERC! 
AND INpustTRY AssocIATION oF New York, INe. 


My name is Joseph A. Sinclair. I am secretary of the Commerce and Industry 
Association of New York, Inc. 

At the outset I wish to emphasize that we strongly support the efforts of the 
executive and legislative branches to reduce governmental expenses. Our 
recommendations are aimed at increased e:ficiency with no increase in overal! 
expenditures. 

My comments are addressed to two sections of H. R. 8067: 

First, whatever part of the total appropriation of $62 million under title 
I—Department of State—is to be used for the salaries and expenses of Foreign 
Service officers handling commercial information, and, second, the $1 million 
appropriation for the Bureau of Foreign Commerce under title III, Department 
of Commerce. 

Our association is the chamber of commerce for the New York metroplitan 
area. Its membership includes some 2,000 firms directly engaged in international] 
trade. 

The great majority of our foreign trade members are small-business men but 
they handle an important part of the export trade of the country. Many of 
them act as export distributors for smaller manufacturers located in various 
parts of the country. For example, the factories represented by one such export 
distributor dre located in 22 States. The volume of overseas business done by 
these factories varies considerably but it is not uncommon for their export sales 
to amount to as high as 20 percent of their total production. 

These smaller business firms have a very definite deed for certain types of 
services, primarily informational, which they cannot themselves obtain and for 
which they have depended for many years on the Bureau of Foreign Commerce. 

The need for such services is particularly great today when our international 
trade is facing sharply increased competition in overseas markets. Furthermore, 
many manufacturers have entered the export field in the last few years in order to 
find outlets for surplus production. In New York, where there are so many 
representatives of foreign governments, large international banks and other 
private sources for foreign market information, exporters have at least a number 
of channels for needed information. In smaller communities, however, particu- 
larlv those away from the seaboard, manufacturers seeking overseas outlets are 
largely dependent upon the services of the Bureau of Foreign Commerce. 

A primary function of the Bureau of Foreign Commerce is to assist American 
exporters by providing up-to-date information regarding foreign markets and 
advising them in connection with their problems. To carry out this function the 
Bureau must have current data from overseas, for which it is dependent upon 
American Foreign Service officers. 

For many vears American foreign traders had the advantage of accurate, timely, 
and efficient reports and services from the Department of Commerce to a degree 
which was probably unmatched by any other country. At present the services 
are practically nonexistent, or at any rate most exporters find them of little, if 
any, value. Not more than 5 or 10 percent of the trade lists are up to date, 
World Trade Directory Reports are so old, and it takes so long to get an up-to-date 
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report, that the dollar fee for each such list or report is practically a waste of 
money We understand that for all practical purposes there has been no com 
mercial reporting, at least so far as the Department of Commerce is concerned 
for the past 6 months from Canada, Cuba, or Mexico, our nearest neighbors, and 
recently has been stopped by the State Department for Panama and Colombia 

lhe deterioration of that service to its present low ebb dates from the time our 
commercial attachés and trade commissioners located at American Embassies and 
in the principal commercial centers throughout the world were transferred from 
the jurisdiction of the Commerce Department to that of the State Department 

It is futile to expect a Foreign Service officer in the State Department to stress 


the business service and information field lhe fault lies not with the individual 
officers, many of whom are exceedingly able, although too few have any training 
or background in business ‘hey have other duties to perform and they know 


that promotions in the State Department will be based primarily on their record 
in the political and diplomatic field 

The lack of interest shown by the State Department in the business and trade 
aspects of our international relations is evidenced by the fact that any budgetary 
reduction results in a disproportionately large cut being assigned to the economic 
services 

It is the consensus of American foreign traders that the Foreign Service officers 
in the economic-commercial sections of our missions and embassies should be 
placed under the jurisdiction of the Bureau of Foreign Commerce and that such 
officers should be selected, trained, and assigned by the Department of Commerce 
and report directly to that Department. 

Therefore, we strongly recommend that H. R. 8067 be amended by transferring 
to the Bureau of Foreign Commerce the unspecified port.on of the total State 
Department appropriation which is to be used for the salaries and expenses of 
foreign service officers handling economic and commercial work 

It is illogical to expect an efficient service under two jurisdictions Cwenty 
vears’ experience should be ample evidence that improvement in our foreign 
commercial service cannot be even hoped for under State Department jurisdiction 
It is the function of the Commerce Department to serve business. Therefore, 
bringing the two parts of this service together under the Commerce Department 
will be an effective step for proper administration and efficiency with no increase 
in the total cost involved. 

We wish to stress again the very real need on the part of American exporters 
for an efficient foreign commercial service. 


WORLD TRADE DIRECTORY REPORTS 


Mr. Say. Senator, could I say—l1 did not expand on this in my 
statement—that in the late twenties and early thirties we could go 
down to our commercial attaché office or Trade Commissioner’s office 
in the Department of Commerce and if one of our business people 
had a problem out in Tokyo in 24 or 36 hours we could get an answer 
back, and that is what, as Mr. Sinclair said, is completely gone. 

Mr. Srincuarr. It is ridiculous. In the last 5 years I think the 
Department of Commerce sold on an average of 15,000 World Trade 
Directory Reports. They used to sell a couple of hundred. They 
used to have a request for a couple of hundred a year. Last year 
they sold less than a thousand World Trade Reports. They used to 
sell 5,000 or 6,000 of them a year. 

If the service was properly maintained it would be self-supporting 
from the standpoint of fees. It would be self-supporting if they 
charged $2 or $3. If they are good lists it is worth it to the firms 

Chairman Bripges. We will hear next from Mr. James L 
Bossemeyer of the National Association of Travel Organizations of 
Washington, D.C. Mr. Bossemeyer. 
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STATEMENT OF JAMES L. BOSSEMEYER, EXECUTIVE VICE PRESI- 
DENT, NATIONAL ASSOCIATION OF TRAVEL ORGANIZATIONS 


PREPARED STATEMENT 


Mr. Bossemeyer. Mr. Chairman, my whole statement takes 8 or 
9 minutes and I am going to delete parts of it. 

Chairman Brinces. We will make the whole statement a part of 
the record and then you highlight the parts you would like to. 

(The statement referred to follows: ) 


STATEMENT OF James L. BosseMEYER, Executive Vick PRESIDENT, NATIONAL 
ASSOCIATION OF TRAVEL ORGANIZATIONS, CONCERNING FUNDS FOR A TRAVEL 
OFFICE IN THE DEPARTMENT OF COMMERCE 


Gentlemen, my name is James L. Bossemeyer, and I am executive vice presi- 
dent of the National Association of Travel Organizations, with headquarters at 
1424 K Street NW., Washington, D. C. Our association appreciates the privilege 
of appearing before your committee in support of a request which would provide 
funds for the operation of a travel office in the Bureau of Foreign Commerce, 
Department of Commerce, during fiscal year 1955 

The National Association of Travel Organizations is a nonprofit corporation 
which serves as the national trade association of the travel industry in the United 
States of America. Nearly all of the large associations representing important 
segments of the travel industry are members of this association. For example, 
the American Hotel Association and a number of the State associations are affil- 
iated with us. The American Motor Hotel Association and several State motel 
associations are members Membership also includes the Air Transport Associa- 
tion of America and a number of airlines, four of the regional railroad passenger 
associations and a number of railroads; the American Merchant Marine In- 
stitute, Inc., and some of the shipping lines; the National Bus Traffic Associa- 
tion and leading bus lines; the Gray Line Sightseeing Association; the Ameri- 
can Automobile Association and a number of its affiliates and some independent 
clubs: 20 or more leading advertising agencies dealing with travel accounts; 
the travel editors of more than 40 metropolitan newspapers and the business 
managers of an equal number of national magazines dealing with travel. More 
than 40 State and Territorial travel promotion organizations and more than 60 
such regional and metropolitan organizations are represented, as are oil companies, 
automobile manufacturers, national travel shows, travel agents, and other cate- 
gories of firms and organizations engaged in the promotion, sale and servicing of 
travel 

Gentlemen, I am appearing before you on behalf of the travel industry to pre- 
sent the reasons why we urge that the request of the Department of Commerce 
for $78,000 for the operation of a travel office during the coming fiscal year be 
granted. 

The Secretary of Commerce initiated this request after conferences with leaders 
of the travel industry. The Bureau of the Budget approved it. The House of 
Representatives deleted the item when it considered the appropriations bill. 
Our reasons for urging the restoration of this item are as follows: 

According to research conducted by our association and its members, total 
United States consumer expenditures in 1953 for travel for purposes of business 
and pleasure at home and abroad amounted to $24 billion; $1.3 billion was spent 
abroad; $22.7 billion was spent for domestic-travel purposes. Of the domestic- 
travel expenditures, $5.2 billion was spent for business travel and $17.5 billion 
for tourist or recreational travel. 

It will be seen that the supplying of the transportation, accommodations, food, 
entertainment, special clothing and equipment, and services required to absorb 
expenditures of this volume constitutes a very large and a very complex industry— 
the travel industry. Not only is this industry of great importance in itself but it 
is also of unique importance as a stimulator of all other forms of business. 

Travel has become one of the primary means for the distribution of wealth. 
Every community in the land now seeks to attract travel. The money first 
spent by travelers in hotels, motels, gasoline stations, and bus depots is quickly 
diverted to other channels of local trade. It is new money and it injects new life 
into local trade operations. 











or 


of 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1649 


It is now a well-appreciated fact that there are only three basic methods of 
developing revenue within a State or a region. These methods are: agricultural 
development, industrial development, and travel development. Travel ranks 
as the leading source of revenue in a number of States’ It ranks very high in all 
others. Examine the program of any chamber of commerce in any community, 
area, or State. Three major ingredients are always present: agricultural de- 
velopment, industrial development, and travel development 

Thirty years ago, only a few States which happened to contain outstanding 
climatic or scenic attractions considered themselves important as travel States 
Today, every State and every Territory competes vigorously for travel business. 
And every foreign nation competes for travel business chiefly for the travel 
business of United States and Canadian citizens who have those good hard dollars 
to spend. 

The travel business is not a flash in the pan. It is here to stay as long as free 
enterprise endures. ‘Travel is the distinguishing mark of free and prosperous 
nations. The people of the United States travel to an extent that is unprecedented 
in the history of the world, because we have the freedom to travel, the money to 
travel and the transportation, accommodations and other facilities required for 
travel. Our business methods and our recreational habits are based upon tl 
ability to travel. If more people in more nations had more of our freedom and 
ability to travel, the wars and tensions which we face would disappear 

Now, gentlemen, in view of these facts, may I ask if it seems unreasonable to 
expect that the [ nited States Departmen t of Commeres should devote a modicum 
of attention to the fostering of the travel business? T he Department was founded 
for the purpose of fostering business development If the travel business wasn’t 
important when the Departme nt was founde d, it is now. Each year that passes 
from now on in which the Department of Chaiaiilares is not equipped to deal 
effectively with the travel business will be a year in which a part of the productive 
power of this Nation has been lost. 

1 want to point out that almost every other nation in the world has long since 
established an official government travel office. Most of these government 
travel offices are established at a high level, their directors often being of cabinet 
rank. In almost all instances, these offices have the full support and use of the 
services of the diplomatic and commercial representatives of their governments. 
These foreign governments know that the travel business is one of their most 
important sources of revenue. More than 40 of them maintain branch offices 
in New York City and other United States cities in order that they may compete 
effectively for United States tourist business, 

Almost without exception, these foreign government travel offices not only 
facilitate travel development by encouraging private business to develop travel 
facilities, by easing entrance requirements and meeting monetary exchange 
problems, but also engage directly in travel advertising and promotional cam- 
paigns, spending large sums of government money for such promotional purposes. 

In the United States, we do not have a travel office within the Federal Govern- 
ment. Our domestic travel business is highly developed by the States and the 
travel industry which interests are capable of continuing this development. 

But there is developing a situation with respect to the international travel 
performed by our citizens and the need for attracting visitors from other countries 
to the United States of America which calls for immediate attention from the 
Federal Government. 

The development of travel to and within the various States is primarily a 
responsibility of the various States, but the deve oe of travel to and from the 
United States is a responsibility of the Federal Government. The Government 
has never met this responsibility. The time has come when it must do so or lose 
a very effective means of furthering world peace and prosperity. 

The present United States travel expenditures in foreign countries are about 
$1.3 billion per year. These dollars are of great iraportance in maintaining our 
international trade and in strengthening our ties with other friendly nations. 
It has oe officially proposed that these travel expenditures by United States 
citizens in foreign countries be increased within the next 3 years to $2.5 billion 
per year. 

This can be done, but it will require cooperation from the United States Govern- 
ment which has not in the past been forthcoming. And it will require careful 
handling by both the travel industry and the United States Government to see 
that it is done in such manner as to prevent harm to the domestic travel business. 

In addition to the possibility of increasing United States travel expenditures 
abroad from $1.3 billion to $2.5 billion per year, it has also recently been proposed 
by the travel industry that the time has come when the United States must take 
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host nation by attracting a greater volume of visitors from all 


Natio! to the United States of America 
We have hever been a host nation Aside from the very satisfactory exchange 


steps to become a 





ol vel ve el ( r great neight or Canada we have, perhaps 
ul oO Ie to the need for inviting the people of other 
na ‘hrough this indifference, we have in our anxiety to exclude 
undesirable ali grants built ip formidable barriers to the entrance of bona 
fide tour 

This s at t be corrected and other steps must be taken if we are to 
develop a two treet in travel—that is, travel into as well as away from the 
United States of America. The travel industry is prepared to do its part. But 
there are certain steps which only the Government can take 

The travel ind rv is ready and willing to develop better travel facilities for 
travel to, from, and within the United States of America. Itis also ready to ass'ime 
the responsibility and cost of promotional campaigns necessary to invite people in 
foreign countries to it the United States of America. And it is also ready to 
cooperate with the ¢ vernment in every way possible in the establishment of a 


suitable Government travel office and suitable Government procedures in the 
travel field 


Within the Government, the needs are many and complex and involve the serv 





ices and functions of a number of Government agencies. Many of these services 
needed are already being performed. But to provide the coordination needed and 
to furnish thi ervices not now available, a travel office is needed in the Depart- 
ment of Commeres Fostering travel is a matter of fostering the travel business. 
Commerce is the agency primarily concerned with a business operation. 

Here are the t hicl could be accomplished with the $78,000 requested by 
the Department of ¢ merce for the operation of a travel office. 


A skilled staff could be provided and working funds would be available for the 
operator ol 
\ travel industry advisory committee which would afford the Government- 
industry liaison needed to work out travel problems 
b) A Federal interag committee on travel which would afford the basis for 
coordination between the mar agencies and departments engaged in travel 


ope rations 





c) Research and statistical activities necessary to maintain a proper balance 
between international and domestic travel business. 

!) Skilled representation for the United States at international conferences 
pertaining to the development of travel 


Gentlemen, the travel industry belie 





ves that it is making a very reasonable and 
a verv modest request We note that there is currently a discussion as to whether 
or not a request for $15 million be allowed for continuance of the student exchange 
program. 

The student exchange program is a very worthy and a very vital one. Weare 
wholeheartedly for it But the thought suggests itself that if our request for 
$78,000 could be granted and $14,922,000 could be awarded to the student ex- 
change fund some very out tanding results could be achieved. 

The student exchange program could be continued with no noticeable impair- 
ment With a travel office in the Department of Commerce we could plant more 
travel dollars in foreign countries to aid our trade with these countries. We could 
also begin to attract, particularly from Western Hemisphere countries where 
exchange problems are not too great, thousands of visitors who would spend their 
good money in this country and who would, like the students, go back home to tell 
their neighbors that there are some very fine people in the United States of America 
who live a very decent sort of a life. 

In closing, we want to point out one other important fact about the travel busi- 
ness which makes this business of exceptional interest to the United States Govern- 
ment. 

We wish to emphasize the tremendous importance of the travel plant in the 
United States of America to national defense. The effort expended by the travel 
industry to promote travel and keep our people on the move has the following 


effect 


l 





cts 
(1) It develops public-carrier facilities—rail, air, bus, and ship. 


(2) It develops the highway system. 

3) It fosters the improvement and growth of accommodations facilities in the 
form of hotels, motels, and resorts. 

(4) It fosters the development of the restaurant business and other services 
necessary for persons in transit. 
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These facilities are of Such vital importance to tl Nation in time of war that 


ould be utter folly for the Government to fail to cooperate to the fullest nt 
with the tra il trv at 1 time 1 cont effort ) prove ‘ 
facilities 
N \ t important tl tl t el plant © kept at the hest : f 
efficic Vv, lt 1 s al mportant ft th rw ( % t? i r\ ( 
ed for national defense lor example, in W 1 War II, motels in certain 
rreas were converted to permanent h ing use oO he theory that the need for 
vas pressi and there w 1 be re i for tra nm 
tior But it developed there was a great need for transient hou ood 
iotas for restaurants were established on the bai f } volume } rt 
the emergency Huge defense installations would then move into the reas and 
entirely li e the picture The food quotas w ( i bei ha ia ! 
sometime lid not cet changed at all Also, as the war drag i. it beean 
apperent that a considerable amount of recreational travel was nece arv to keep 
up the public morale Che travel industry can help the Government anticipats 
these situatior and plan for the be t use of travel plant facilitt during national 
emergencies. 
Thank you very much for receiving this testimo 


TRAVEL OFFICE FOR DEPARTMENT OF COMMBERCI 


Mr. Bossemeyrer. I do want to stick rather closely to the written 
text because it is hard to present this otherwise 

My name is James L. Bossemeyer. 1 am executive vice president 
of the National Association of Travel Organizations, which is the 
national trade association of the United States travel industry 

| am appearing before you on behalf of the travel industry to present 
the reasons why we urge that the request of the Department of Com- 
merce for $78,000 for the operation of a travel office during the coming 
fiscal vear be granted. 

The Secretary of Commerce initiated this request after conference: 
with leaders of the travel industry. The Bureau of the Budget 
approved it. The House of Representatives deleted the item when it 
considered the appropriations bill. Our reasons for urging the restora 
tion of this item are as follows. 

According to research conducted by our association and its mem 
bers, total United States consumer expenditures in 1953 for travel 
for purposes of business and pleasure at home and abroad amounted 
to $24 billion: $1.3 billion was spent abroad. $22.7 billion was spent 
for domestic travel purposes. Of the domestic travel expenditures, 
$5.2 billion was spent for business travel and $17.5 billion for tourist 
or recreational travel. 

It will be seen that the supplying of the transportation, accomoda 
tions, food, entertainment, special clothing and equipment, and ser 
vices required to absorb expenditures of this volume constitutes a 
very large and a very complex industry—-the travel industry. Not 
only is this industry of great importance in itself, but it is also of 
unique importance as a stimulator of all other forms of business 

Travel has become one of the primary means for the distribution of 
wealth. Every community in the land now seeks to attract travel 
The money first spent by travelers in hotels, motels, gasoline stations, 
and bus depots is quickly diverted to other channels of local trade. 
It is new money and it injects new life into loca) trade operations 

It is now a well appreciated fact that there are only three basic 
methods of developing revenue within a State or a region. These 
methods are: agricultural development, industrial development, and 
travel development. Travel ranks as the leading source of revenue 
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in a number of States. It ranks very high in all others. Examine 
the program of any chamber of commerce in any community, area, or 
State. Three major ingredients are always present agricultural 
development, industrial development, and travel development. 


EXPANSION OF TRAVEL BUSINESS 


Thirty years ago, only a few States which happened to contain 
outstanding climatic or scenic attractions considered themselves 
important as travel States. Today, every State and every territory 
competes vigorously for travel business. And every foreign nation 
competes for travel business—chiefly for the travel business of United 
States and Canadian citizens who have those good hard dollars to 
spend. 

The travel business is not a flash in the pan. It is here to stay as 
long as free enterprise endures. Travel is the distinguishing mark of 
free and prosperous nations. The people of the United States travel 
to an extent that is unprecedented in the history of the world, because 
we have the freedom of travel, the money to travel and the transporta- 
tion. accommodations and other facilities required for travel. Our 
husiness methods and our recreational habits are based upon the 
ability to travel. If more people in more nations had more of our 
freedom and ability to travel, the wars and tensions which we face 
would disappear. 

Now, gentlemen, in view of these facts, may I ask if it seems un- 
reasonable to expect thet the United States De} artment of Commerce 
should devote a modicum of attention to the fostering of travel busi- 
ness? The Department was founded for the purpose of fostering 
business development. If the travel business wasn’t important when 
the Department was founded, it is now. Each year that passes from 
now on in which the Department of Commerce is not equipped to deal 
effectively with the travel business will be a year in which a part of 
the productive power of this Nation has been lost. 


FOREIGN GOVERNMENT TRAVEL OFFICES 


I want to point out that almost every other nation in the world 
has long since established an official government travel office. Most 
of these government travel offices are established at a high level, their 
directors often being of cabinet rank. In almost all instances, these 
offices have the full support and use of the services of the diplomatic 
and commercial representatives of their governments. These foreign 
governments know that the travel business is one of their most im- 
portant sources of revenue. More than 40 of them maintain branch 
offices in New York City and other United States cities in order that 
they may compete effectively for United States tourist business. 

Almost without exception, these foreign government travel offices 
not only facilitate travel development by encouraging private business 
to develop travel facilities, by easing entrance requirements and meet- 
ing monetary exchange problems, but also engage directly in travel 
advertising and promotional purposes. 

In the United States, we do not have a travel office within the Fed- 
eral Government. Our domestic travel business is highly developed 
by the States and the travel industry, which interests are capable of 
continuing this development. 
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But there is developing a situation with respect to the international 
travel performed by our citizens and the need for attracting visitors 
from other countries to the United States of America which calls for 
immediate attention from the Federal Government. 

The development of travel to and within the various States is 
primarily a responsibility of the various States, but the development 
of travel to and from the United States is a responsibility of the 
Federal Government. The Government has never met this responsi- 
bilitv. The time has come when it must do so or lose a very effective 
means of furthering world peace and prosperity. 


UNITED STATES TRAVEL EXPENDITURES ABROAD 


The present United States travel expenditures in foreign countries 
are about $1.3 billion per year. These dollars are of great importance 
in Maintaining our international trade and in strengthening our ties 
with other friendly nations. It has been officially proposed that these 
travel expenditures by United States citizens in foreign countries be 
increased within the next 3 years by $2.5 billion per year. 

This can be done, but it will require cooperation from the United 
States Government which has not in the past been forthcoming. 
And it will require careful handling by both the travel industry and 
the United States Government to see that it is done in such manner 
as to prevent harm to the domestic travel business. 

In addition to the possibility of increasing United States travel 
expenditures abroad from $1.3 billion to $2.5 billion per year, it has 
also recently been proposed by the travel industry that the time has 
come when the United States must take steps to become a host nation 
by attracting a greater volume of visitors from all nations to the 
United States of America. 

We have never been a host nation. Aside from the very satis- 
factory exchange of travel which we enjoy with our great neighbor 
Canada, we have, perhaps unintentionally, been indifferent to the 
need for inviting the people of other nations to visit us. ‘Through 
this indifference, we have in our anxiety to exclude undesirable alien 
immigrants built up formidable barriers to the entrance of bona fide 
tourists. 

This situation must be corrected and other steps must be taken if 
we are to develop a two-way street in travel—that is, travel into as 
well as away from the United States of America. The travel industry 
is prepared to do its part. But there are certain steps which only the 
Government can take. 


DEVELOPMENT OF TRAVEL FACILITIES 


The travel industry is ready and willing to develop better travel 
facilities for travel to, from, and within the United States of America. 
It is also ready to assume the responsibility and cost of promotional 
campaigns necessary to invite people in foreign countries to visit the 
United States of America. And, it is also ready to cooperate with 
the Government in every way possible in the establishment of a 
suitable Government travel office and suitable Government procedures 
in the travel field. 

Within the Government, the needs are many and complex and 
involve the services and functions of a number of Government agencies. 
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Many of these services needed are already being performed. But to 
provide the coordination needed and to furnish the services not now 
available, a travel office is needed in the Department of Commerce. 
Fostering travel is a matter of fostering the travel business. Commerce 
is the agency primarily concerned with a business operation. 


POSSIBLE ACCOMPLISHMENTS 


Here are the things which could be accomplished with the $78,000 
requested by the Department of Commerce for the operation of a 
travel office 

A skilled staff could be provided and working funds would be avail- 
able for the operation of 

(a) A travel industry advisory committee which would afford the 
Government—industry liaison needed to work out travel problems. 

(b) A Federal interagency committee on travel which would afford 
the basis for coordination between the many agencies and departments 
engaged in travel operations. 

c) Research and statistical activities necessary to maintain a 
proper balance between international and domestic travel business. 

(/) Skilled representation for the United States at international 
conferences pertaining to the development of travel. 

Gentlemen, the travel industry believes that it is making a very 
reasonable and a very modest request. We note that there is « urrently 
a discussion as to whether or not a request for $5 million be allowed 
for continuance of the student exchange program. 


STUDENT EXCHANGE FUND 


The student exchange program is a very worthy and a very vital 
one. We are wholeheartedly for it. But the thought suggests itself 
that if our request for $78,000 could be granted and $14,922,000 could 
be awarded to the student exchange fund some very outstanding 
results could be achieved. 

The student exchange program could be continued with no 
noticeable impairment. With a travel office in the Department of 
Commerce we could plant more travel dollars in foreign countries to 
aid ovr trade with these countries. We could also begin to attract, 
particularly from Western Hemisphere countries where exchange 
problems are not too great, thousands of visitors who would spend their 
good money in this country and who would, like the students, go back 
home to tell their neighbors that there are some very fine people in 
the United States of America who live a very decent sort of life. 

In closing, we want to point out one other important fact about 
the travel business which makes this business of exceptional interest 
to the United States Government. 


EFFECTS OF TRAVEL PROMOTION 


We wish to emphasize the tremendous importance of the travel 
plant in the United States of America to national defense. The 
effort expended by the travel industry to promote travel and keep 
our people on the move has the following effects: 

(1) It develops public carrier facilities—rail, air, bus, and ship. 
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2) It develops the highway system 
3) It fosters the improvement and growth of accommodations 
facilities in the form of hotels, motels, and resorts 
1) It fosters the development of the restaurant business and other 


services necessary for persons in transit. 

These facilities are of such vital importance to the Nation in time 
of war that it would be utter folly for the Government to fail to 
cooperate to the fullest extent with the travel industry at all times 
in a continuous effort to improve these facilities 

There is further detail in the statement as to national defense which 
I will delete in the interest of time. I want to thank you very much 
for receiving this testimony 


Chairman BripGes. Thank you very much, Nii Bossemey et 
PREPARED STATEMENT 
Chairman BripGes. At this point in the record we will insert the 


statement of Mr. Somerset R. Waters of the American Magazin 
with regard to establishing a travel office in the Department of 


Ss 
' 
i 


Commerce 


The statement referred to follows: 


(COMMENTS ON THE | POSAL [To ESTABLISH A TRAY OFF N THE DEPAR I 
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In President Eisenhower’s recommendations to Congress on foreign economic 
policy, dated March 30, 1954, he included a section emphasizing the importance 
of international travel. The President mentioned that there are specific Govern 
ment actions which can be helpful to the pro oti of tourisn The Pre ] t, 
in this message to Congress, stated that he will ict the appropriate agencies 
and departments at home and abroad to consider how they can facilitate inter 
national travel. It is our belief that in order to implement the President’s program 
to increase travel, an office will be required within the Government to dea ith 


this problem. Unless some focal point can be provided for Government activities 
in the field of tourism, it is difficult to see how the Government can carry out 
the President’s objectives. If the Senate Appropriations Committee approves 
the establishment of this office in the Department of Commerce, we believe that 
such an action will be without cost to the United States taxpayer for the following 
reasons: 

(1) The profit made from the increased sale of passports will more than offset 
the cost of the office. (The Air Transport Association estimates that, last year, 
the State Department showed a profit of $2 million on the sale of passports 

(2) By encouraging foreign governments to earn more dollars through tourism, 
we make it possible to reduce economic and military aid. 

(3) An increase in tourists, flowing to and from the United States, will mean 
an increase in use and production of aircraft. Since the number of available 
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aircraft is an important factor in national defense, the taxpayer will get extra 
defense without extra cost. 

(4) International airlines receive subsidies. If traffic increases, the need for 
subsidy will be decreased. 

(5) By providing dollars to foreign governments through tourist spending, we 
provide new markets for products of United States farms and factories. 

(6) By encouraging the flow of foreign tourists to the United States, we not 
only help our domestic travel industry, but we do much to counteract com- 
munistic propaganda which paints a distorted picture of life in our country. 

3ecause of their belief in the importance of travel in world trade and because of 
the increased interest in travel on the part of the United States public, many of 
the magazines of America have increased their editorial emphasis on this subject. 
Every month, millions of copies of magazines show the American public the 
attractions of both domestic and foreign vacation areas. We, in the magazine 
business, feel that we are playing an important role in the encouragement of 
travel, but believe that much can be done by our Government and by foreign 
governments to speed the growth of tourist traffic. 

Economists, who study the flow of tourists and the effect of tourist spending on 
foreign trade, estimate that expenditures for foreign travel on the part of United 
States tourists is lagging behind the expenditure which should be expected on the 
basis of our national income. It is believed that, if the President’s proposal was 
actively pursued by our Government through the establishment of the proposed 
office, well over $1 billion can be added to foreign trade through the increased 
expenditures of United States tourists. Without such an office, both the Govern- 
ment and United States industries operate under a handicap in this important 
area of foreign trade. 

To illustrate this, I should like to mention a personal experience which occurred 
last October At that time, our domestic-travel association, the National Associa- 
tion of Travel Organizations, asked me to represent them at an international 
meeting in Lisbon, Portugal In preparing for this conference, it became apparent 
that our own Government had no office and no personnel assigned to the task of 
encouraging international travel At the conference, I found that most of the im- 
portant countries in the free world had sent to the meeting experts with long 
experience in the field of tourism. Imagine the feeling of an American business- 
man, who crossed the ocean to attend an international conference, when he ob- 
serves that the United States is represented by local Embassy personnel in Lis- 
bon—people who had no technical knowledge or experience in the field of inter- 
national travel. The other governments had sent their first teams of professionals 
while we-depended on an amateur pickup team recruited in Lisbon. This is not 
to be taken as criticism of our fine personnel in Lisbon. These are people dedi- 
cated to public service and doing an outstanding job in representing our Govern- 
ment in Portugal. The point is, that in one of the major fields of foreign trade, we 
had no experts in Washington who could be sent to such a conference to deal with 
foreign governments on the highly technical subject of international travel. 

In conclusion, may I say that, from the point of view of the United States 
taxpayer, this entire subject should prove most popular. If it is necessary for 
taxpayers, in their own interest, to contribute dollars to foreign nations, tourism 
would seem to be a pleasant way of making this contribution. Suppose the 
average taxpayer were asked this question: Would you rather contribute $200 
to the tax collector or spend $200 on a vacation in Bermuda? Which would you 
choose? I believe the answer is obvious 

May I express our sincere appreciation for this opportunity to present the views 
of the magazine industry on the subject of establishing an office for the purpose 
of encouraging international travel? 


Chairman Brinces. We will now hear from Mr. Gordon of the 
Bureau of Raw Materials. 
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BuRg£AU OF THE CENSUS 


STATEMENT OF JOHN B. GORDON, SECRETARY, BUREAU OF RAW 
MATERIALS, AMERICAN VEGETABLE OILS & FATS INDUSTRIES 


PREPARED STATEMENT 


Mr. Gorpon. Mr. Chairman, my name is John B. Gordon, secretary 
of the bureau of raw materials for the American Vegetable Oils & 
Fats Industries. I wish to speak on the necessity of expanding the 
Bureau of the Census appropriation. 

Chairman Bripcss. We will make your full statement a part of 
the record. Will you highlight it, Mr. Gordon, for us? 

(The statement referred to follows: ) 


STATEMENT OF JOHN B. Gorpon, SECRETARY OF THE BUREAU OF RAw MATERIALS 
FOR AMERICAN VEGETABLE OrLs AND Fats INDUSTRIES 


Subject: Necessity of expanding the Bureau of the Census appropriation in order 
that Facts for Industry Reports M 17-1 and 2 may include coverage of use 
of animal and vegetable oils and fats in livestock feeds. 

The bureau of raw materials for American Vegetable Oils and Fats Industries is a 
trade association which contains in its membership a cross section of the 20 or more 
industries which crush oilseeds of various types along with those which process 
oils and fats into finished products such as soap, fatty acids, glycerine, paint, var- 
nish, alkyd resins, textile oils, rubber substitutes, tanners oils, lubricants, cooking 
oils, ete. 

The Director of the Census is required by Public Law 243 (80th Cong., 1st sess.) , 

approved July 25, 1947, to collect, collate, and publish monthly statistics con- 
cerning 
*“(1) the quantities of (A) cottonseed, soybeans, peanuts, flaxseed, corn germs, 
copra, sesame seed, babassu nuts and kernels, and other oilseeds, nuts, and ker- 
nels received, crushed, and on hand at oil mills; (B) crude and refined oils, cakes, 
and meals, and other primary products, by type or kind, of the above-mentioned 
seeds, nuts, and kernels manufactured, shipped out, and on hand at oil mills and 
processing establishments; (C) crude and refined vegetable oils, by type or kind, 
used by class of product and held by manufacturers of vegetable shortening, mar- 
garine, soap, and other principal products using large quantities of vegetable oils; 
(D) crude and refined vegetable oils, by type or kind, held in warehouses and in 
transit to consuming establishments; 
‘“‘(2) the quantities, by types or kind, of (A) animal fats and oils and greases 
produced; (B) animal fats and oils and greases shipped and held by producers; 
(C) animal fats and oils and greases, fish and marine mammal oils used by class 
of product and held by manufacturers of shortening, margarine, soap, and other 
principal products which require the use of large quantities of animal fats and oils 
and greases, fish and marine mammal oils; (D) animal fats and oils and greases, 
fish and marine mammal oils held in warehouses, cold storage, and in transit to 
consuming establishments.”’ 

I beg leave to submit herewith the report from the Committee on Civil Service 
of the Senate on S. 1497 (which became Public Law 243) in order to show why 
Public Law 243, 80th Congress, was placed on the statute books. 


“‘MR. ECTON, FROM THE COMMITTEE ON CIVIL SERVICE, SUBMITTED THE FOLLOWING 
REPORT (TO ACCOMPANY 8. 1497) 


“The Committee on Civil Service, to whom was referred the bill (S. 1497) to 
amend the act entitled ‘An act authorizing the Director of the Census to collect 
and publish statistics of cottonseed and cottonseed products, and for other pur- 
poses,’ approved August 7, 1916, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended do pass. 
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“GENERAL STATEMENT 


‘The intent of S. 1497 is to provide greater completeness and uniformity in 
the collection and distribution of statistical data on cottonseed and cottonseed 
products, vegetable fats and oils as well as animal fats and oils and greases, and 
fish and marine mammal oils imported and exported, and for other purposes 

‘The industries concerned with producing, processing, and distributing these 
basic commodities have operated for years under a cloud of uncertainty as to 
sources of inventories and other factors which have caused doubts and confusion at 
a time when every effort possible should have been made toward stabilizing every 
part of such important industries It has been evident that those in the fats- 
and-oils industries have been anything but sure of the facts, leaving them highly 
doubtful as to what methods of procedure to pursue Everv avenue of action 
has necessarily been on a tentative and temporary basis. There are concerns 


which have won ed whether they 





should even attempt to continue along their 
he absence of fundamental data and related statistics 

‘The stabilization of the entire trade must be had before anything conclusive 
can be arrived at as to outlets for expansion and stabilization of markets and 
other pertinent elements which compose the industry at large 

‘It is well to recognize that the Bureau of the Census desires to deal in basie 
statistics which can become the purview for proceeding in many directions 
Further, that only the Bureau of the Census is equipped and capable to do this 
job. There is a great necessity for closing and statistical gaps in the fats-and-oils 
industry and to provide the statistical wherewithal for encouraging new lines of 
activity and the introduction of new types of commodities 

“The present annual value of fats and oils produced and processed in this 
country is estimated to be approximately $3 billion During the war, according 
to Acting Secretary of Commerce, William C. Foster, reports to the Bureau of 
the Census began and became compulsory under War Food Administration Order 
12. Such reports were released on a monthly and quarterly basis, but since the 
cessation of hostilities and the expiration of the order, such reports have been 
continued only on a voluntary basis as a result of their importance to industry, 
there is a question, however, as to how long this service could be maintained 





prese! t course in 


without specific authority and funds Mr. Foster also added: 

‘Tn the fast-moving field of fats and oils, this current information is highly 
necessary for stable market conditions. The monthly reports are awaited with 
great interest by the trade as a guide in their buying and selling operations. As 


this country moved from a period of shortage to one of surplus these reports 
will be of increasing importance.’ 

“For the small amount of investment involved in compiling and distributing 
the necessary data there has been no adverse criticism. This speculation in the 
dark has caused processors and users of these products to pay exorbitant prices, 
and this can best be avoided through supplying full information through the 
statistical ageney best equipped to do the job. 

“The committee amendment appearing in section 4 is designed to clarify the 
meaning of the penalty provision and to specify that any evasion or avoidance 
of the act shall be so deemed only when willfully done.” 

I also wish to quote from Report No. 908 (80th Cong., Ist sess.), as submitted 
by the Committee on the Post Office and Civil Service of the House of Repre- 
sentatives on H. R. 4109 which likewise was a forerunner of Public Law 243, 
80th Congress 





f 


“The farmer also has a direct interest in adequate information on fats and 
oils which are derived principally from vegetable seeds or livestock. Census 
Bureau statistics are widely quoted in farm journals and are extensively used 
by farm organizations and cooperatives in advising farmers in the production 
and marketing of the products 

“Without accurate information on supplies, price fluctuations would be even 
wider and more erratic than they are now. These find their basis in bad guesses 
made by individuals in the absence of reliable statistical information concerning 
production, stocks, and consumption. Financial losses resulting from such bad 
guesses are a burden on the entire economy.” 

I think that I can safely say that Public Law 243 of the 80th Congress is one 
of the most valuable pieces of legislation dealing with statistics ever placed upon 
the statute books \s indicated in Reports 481 and 908, Public Law 243 has 
been of great value in filling the gaps in fats and oils statistics. Over the period 
of years this data has been worth many millions of dollars to farmers producing 
the products covered by this statistical information, to processors of oilseeds 


4 
4 
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and of oils and fats as well as to those manufacturers who make manufactured 
products from oils and fats Of the oilseeds covered by the census report soy- 
beans and flaxseed are dealt in on commodity exchanges. Of the oils and fats 
covered by the census reports cottonseed oil, soybean oil, and lard are dealt 
in on commodity exchanges Of the oil meals covered cottonseed and sovbean 
meal are dealt in on commodity exchange These markets could not function 
on a satisfactory basis without the accurate data provided in the census report 

During the past year and particularly in the last few months an important 
gap has developed in the census statistics on oils and fats. This gap is the failure 
to include the important new use for animal and vegetable oils and fats in the 
feeding of livestock It is estimated by some that more than 250 million pounds 
is now being used per annum in mixed feeds, dehydrated alfalfa meal, etc. and that 
within another vear this figure will be immensely larger. Some have estimated 
maximum potential use in passage of time at 1.6 million tons per year which i 
larger than the domestic production These are guesses however a there i no 
official data as to the amount actually used or the month-to-month rate of increase 
lurthermore, present census reports are such that no definite conclusions or 
indications can be derived from them, Yet is is highly important that this infor 
mation be know: 

The fortifving of mixed feeds and alfalfa meal with fat adds to their calorie 


value Animal fat has 2% times the caloric value of corn Chicken feeders 
can afford to pay more for fat fortified feeds as they can get broilers quicker with 
less feed. Hogs and cattle make more gain per ton of fat fortified feed than on 
low fat feed. There are certain gains in the value of the dressed carcasses derived 
from feeding fat fortifving feeds. There is an undeniable benefit to be gained from 
the dust allaving factor of fats when sprayed on mixed feed and alfalfa meal 
This reduces a safety hazard Yet despite the acknowledged gains from fat 
fortification no one knows at what point the consumption of fat will decline in 
this new use with the increase in price of tallows and grease Were cer 


data available the degree of increase or decline with prices change would be 
known 
The chief domestie users of inedible tallows and greases are soapmakers, 


manufacturers of lubricants, sulphonators, and fat splitters Production and 
marketing schedules for these products must be planned well in advance of manu 
facturing operations. Such plans can be made only in light of full knowledge of 
the availabilitv of the necessary tallow and grease supplies. With the rapidly 
increasing use of these supplies in fat fortifving of mixed feeds manufacturers 
will be increasingly obliged to guess when estimating available supplies and such 
guesswork is an expensive burden on the entire economy. They are therefore 


very much interested in seeing that the Bureau of the Census is provided with 


sufficient funds to make the necessary canvass of the thousands of mixed feed 
manufacturers. ‘The producers of tallow and grease will likewise profit by being 
able to know the proportion of their production which goes into consumption in 
this new outlet. 

Many industries use smaller quantities of tallow and grease (or products made 





therefrom) than that consumed by the 4 principal users All these industries and 
those industries that do not use tallow and grease have an interest in secing that 
the census provides consumption data in mixed feeds each month, Suvers and 


sellers feel at a loss if they cannot at a given moment make an appraisal of the 
available supplies of fats and oils of all descriptions in the domestic market. 
They ean never tell when an unevaluated supply factor of an unrelated oil or fat 
may cause difficulties. 

The Department of Agriculture also has an important responsibility which 
requires accurate knowledge of inedible tallow and grease supplies. ‘This arises 
from the fact that the Assistant Secretary of the Department of Defense in charge 
of supply and logisties depends upon the Department to keep watch over what is 
called the surveillance list of oils and fats. This list includes certain oils and fats 
and derivatives which are not stockpiled for defense needs, but accurate knowledge 
must be had of available supplies at all times. One of these is oleic acid which is 
an important constituent of napalm bombs. Oleie acid is made from inedible 
tallow and grease. ‘This therefore is one of the reasons why the Department of 
Agriculture is on record with the Bureau of the Census as favoring the determina 
tion of the amount of tallow and grease used in mixed feeds. The Department of 
Agriculture is also greatly interested in keeping under observation an important 
forward step in feeding practice. 

In view of the fact that the use of fats in fortifying mixed feeds has only de- 
veloped to an important degree in recent months it is obvious that the budget 
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prepared for the coming fiscal year could not have anticipated the needs for funds 
for a canvass of this use by the Bureau of the Census. Since, however, the House 
of Representatives reduced the salary and expense item in the Bureau of the Census 
appropriation, as set up in the budget, by $150,000 the restoration of a part of 
this cut will enable the Bureau of the Census to provide the needed statistics as 
to use of fats in mixed feeds on a monthly basis. 

Bureau of Census officials inform us that the cost of meeting their statutory 
obligation to conduct a monthly census of the use of fats in mixed feeds and to 
speed up to some degree the issuance of the Facts for Industry Report on Oils 
and Fats each month would cost $10,000 over and above the $60,000 they had 
planned to spend on the Fats and Oils Reports M 17-2 and M 17-2 in the 1955 
fiscal year. 

Since the issuance of the monthly report as near as possible to the 15th of the 
month following the month covered by the report is of great importance it is 
respectfully urged that the subcommittee restore enough of the cut made by the 
House of Representatives to make available the same amount of money which 
the Bureau of the Census will be able to expend in the current fiscal year on the 
fats and oils reports. This figure is in the vicinity of $80,000 as compared to 
$90,000 in fiseal 1953. 


NECESSITY FOR EXPANSION OF APPROPRIATION 


Mr. Gorpon. I would like to speak on the necessity of expanding 
the Bureau of the Census Appropriation in order that Facts for 
Industry Reports, M17—1 and 2 may include coverage of use of animal 
and vegetable oils and fats in livestock feeds. I wish to say first that 
the Bureau of Raw Materials for American Vegetable Oils and Fats 
Industries is a trade association which contains in its membership a 
cross section of the 20 or more industries which crush oilseeds of various 
types along with those which process oils and fats into finished 
products, such as soap, fatty acids, glycerin, paint, varnish, alkyd 
resins, textile oils, rubber substitutes, tanners oils, lubricants, cooking 
oils, and so forth. 

The Director of the Census is required by Public Law 243, 80th 
Congress, to collect, collate, and publish monthly statistics concerning 
the quantities of cottonseed, soybeans, peanuts, flaxseed, corn germs, 
copra, sesame seed, babassu nuts, and kernels, and other oilseeds, 
nuts, and kernels received, crushed, and on hand at oil mills; crude 
and refined oils, cakes and meals, and other primary products, by 
type or kind, of the before-mentioned seeds, nuts, and kernels manu- 
factured, shipped out, and on hand at oil mills and processing estab- 
lishments; crude and refined vegetable oils, by type or kind, used by 
class of product and held by manufacturers of vegetable shortening, 
margarine, soap, and other principal products using large quantities 
of vegetable oils; crude and refined vegetable oils, by type or kind, 
held in warehouses and in transit to consuming establishments; 
and the quantities, by types or kinds, of animal fats and oils and 
greases produced, animal fats and oils and greases shipped and held 
by producers; animal fats and oils and greases, fish and marine mam- 
mal oils, used by class of product and held by manufacturers of 
shortening, margarine, soap, and other prince ipal products which re- 
quire the use of “large quantities of animal fats and oils and greases, 
fish and marine mammal oils; animal fats and oils and greases, fish 
and marine mammal oils held in warehouses, cold storage, and in 
transit to consuming establishments. 
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STATISTICS LEGISLATION 


I will skip the report of Senator Eckton (481) which accompanied S. 
1497, the bill which was the forerunner of Public Law 243 of the 80th 
Congress. 

1 think that I can safely say that Public 243 of the 80th Congress is 
one of the most valuable pieces of legislation dealing with statistics 
ever placed upon the statute books. 

As indicated in reports 481 and 908, Public Law 243 has been of 
great value in filling the gaps in fats and oils statistics. Over the 
period of years, this data has been worth many millions of dollars to 
farmers producing the products covered by this specific information 
to processors of oilseeds and of oils and fats, as well as to those manu- 
facturers who make manufactured products from oils and fats. 

Of the oilseeds covered by the census report, soybeans and flaxseed 
are dealt in on commodity exchanges. Of the oils and fats covered 
by the census reports, cottonseed oil, soybean oil and lard are dealt 
in on commodity exchanges. Of the oil meals covered, cottonseed 
and soybean meal are dealt in on commodity exchanges. These 
markets could not function on a satisfactory basis without the accurate 
data provided in the census reports. 


GAP IN STATISTICS OF FATS AND OILS 


During the past year, and particularly in the last few months, an 
important gap has developed in the census statistics on oils and fats. 
This gap arises from the failure to include the important new use for 
animal and vegetable oils and fats in the feeding of livestock. It is 
estimated by some that more than 250 million pounds of tallow and 
grease is now being used per annum in mixed feeds, dehydrated alfalfa 
meal, and so forth, and that within another year this figure will be 
immensely larger. Some have estimated the maximum potential use 
in passage of time at 1.6 million tons per year—which is larger than 
the domestic production of tallow and grease. These are guesses, 
however, as there is no official data as to the amount actually used or 
the month-to-month rate of increase. 

Furthermore, present census reports are such that no definite con- 
clusions or indications can be derived from them. Yet it is highly 
important that this information be known. 

The fortifying of mixed seeds and alfalfa meal with fat adds to their 
caloric value. Animal fat has 2% times the caloric value of corn. 
Chicken feeders can afford to pay more for fat-fortified feeds as they 
can get broilers quicker with less feed. Hogs and cattle make more 
gain per ton of fat-fortified feed than on low-fat feed. The chief 
domestic users of inedible tallows and greases are soapmakers, manu- 
facturers of lubricants, sulphonators, and fat splitters. 


PRODUCTION AND MARKETING SCHEDULES 


Production and marketing schedules for these products must 
be planned well in advance of manufacturing operations. Such 
plans can be made only in light of full knowledge of the availability 
of the necessary tallow and grease supplies. With the rapidly in- 
creasing use of these supplies in fat fortifying of mixed feeds, mapu- 
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facturers will be increasingly obliged to guess, when estimating avail- 
able supplies, and such guesswork is an expensive burden on the 
entire economy. They are, therefore, very much interested in see- 
ing that the Bureau of the Census is provided with sufficient funds to 
make the necessary canvass of the thousands of mixed-feed manu- 
facturers to ascertain their use of animal and vegetable oils and fats. 
The producers of tallow and grease will likewise profit by being 
able to know the proportion of their production which goes into 
consumption in this new outlet and the president of their associa- 
tion, Mr. John Hamel, is here to testify in support of our request. 

There are many industries, in addition, which use smaller quan- 
tities of tallow and grease, or products made therefrom, than that 
consumed by the four principal users. All these industries, and 
even those industries that do not use tallow and grease, have an in- 
terest in seeing that the census provides consumption data in mixed 
feeds each month. 

Chairman Brinces. If I may interrupt, Mr. Gordon, I notice 
that at the bottom of page 5, you say: 

In view of the fact that the use of fats in fortifying mixed feeds has only devel- 
oped to an important degree in recent months, it is obvious that the budget 
prepared for the coming fiscal year could not have anticipated the needs for funds 
for a canvass of this use by the Bureau of Census. Since, however, the House of 
Representatives reduced the salary and expense item in the Bureau of the Census 
appropriation, as set up in the budget, by $150,000, the restoration of a part of 
this cut will enable the Bureau of the Census to provide the needed statistics, as 
to use of fats on a monthly basis. 


COMMITMENT OF BUREAU 


Do you have assurance from the Bureau of the Census that if we 
restore any funds, they will be used for this purpose? 

Mr. Gorpvon. Yes, sir; we have a very definite commitment from 
the Bureau of the Census. The next two paragraphs of my statement 
state that actually we would like to have you restore more than 
Census says js necessary for the feed mixes canvass because we not 
only want these figures on the use of fats, in mixed feeds, which is of 
great importance, but we want to get the Facts for Industry reports 
which they issued on oils and fats (M 17-1 and 2) out as near as we 
can to the 15th of the month. As it is, the reports are not being 
issued until the tail end of the month because Census is shorthanded, 
also short of supervisors, and, as a result, the report is late. And 
where you have commodities dealt in on the commodity exchanges, 
it is extremely import that Census have them out on time. 

Chairman Bripnces. Were these facts presented to the House? 

Mr. Gorpon No, sir; because they had not made that $150,000 
cut in the Census salary and expense item then and we did not know 
that we had to apply for extra money for these figures 

May I say that while the Fats and Oils Report are issued at the 
Department of Commerce at 11 o’clock on a given date, we go to Suit- 
land, Md., 10 miles out in the country where the Bureau of the Census 
is located to get them at 10 0’clock. There is just an hour’s difference 
in the time of issuance yet it makes a difference in the value of the 
statistics, so that you can see the question of 10 to 14 days’ delay in 
the issuance of the statistics means a tremendous difference in the 
value of the figures. The nearer Census gets to the 15th of the month, 
in the issuance of the Fats and Oils Reports the more it costs, yet the 
figures are of far greater value. 
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Therefore, while we are asking for $10,000, we call your attention 
to the fact that in fiscal 1953 Census had $90,000 to expend on the 
Fats and Oils Reports. In fiseal 1954 they had $80,000 to expend 
for this purpose. This coming year they will be able with their 
reduced appropriation to expend only $60,000 for fats and oils sta- 
tistics not including the $10,000 which we request. 

The figures, of course, suffered, as the Census staff was reduced, and 
supervisors were reduced in number, and they used green help. 
There are occasional mistakes made. But we know they are doing the 
best they can with the reduced funds which they have. Therefore 
we hope that you not only will give Census the $10,000 they say is 
necessary to provide the data on use of fats in mixed feeds, but, if 
possible, we hope you aa try to get back to the amount available in 
the current fiscal year, which is $30,000. Then the reports can be 
issued nearer to the ith of the month. 

Chairman Brivges. Thank you. We will make this report a part 
of the record. We will also want Mr. Neilson to give us a report on 
the situation. 

(The information referred to follows:) 

The Census Bureau recognizes the importance of statistics on fats and oils 
and the need for prompt compilation of such data. This survey, however, has 
been a relatively high cost one because of the great amount of detail, the large 
number of respondents, and the wide variety of coverage required to obtain and 
use data from many industries. With substantial reductions in the funds avail 
able for industrial statistics in recent years, strenuous efforts have been made to 
reduce the expenditures in this area more nearly in balance with expenditures for 
compiling other types of industrial statistics. In 1953, expenditures approxi- 
mated $90,000. Inthe current fiscal year the amount spent will be in the neighbor- 
hood of $80,000. It had been hoped that further economies could be made to 
reduce these expenditures to the level of $70,000 in the forthcoming fiscal year. 

We belie. this could be accomplished for the area now covered However, 
the Bureau has recently become aware of the great importance of the new develop- 
ment of using fats and oils extensively in prepared animal feeds. The costs for 
collecting statistics in this area have not been properly allowed for in the present 
budget request. The proposed House action would require a further cut below 
the $70,000 when as a matter of fact an addition of perhaps $10,000 to that 
figure, to around $80,000, is required to continue the present fats and oils pro 
gram on a reasonable time schedule and at the same time add the collection of 
data on fats and oils used in prepared animal feed. 


e 





Chairman BrinGes. We will now hear from Mr. Arthur Winn of 
the National Independent Meat Packers Association. Mr. Winn is 
their counsel. 

Before you start, Mr. Winn, by the National Meat Packers Asso- 
ciation, do you mean the smaller meat packers, as differentiated from 
the big ones, or do you include everybody? 


NATIONAL INDEPENDENT MEAT PACKERS ASSOCIATION 


STATEMENT OF ARTHUR WINN, JR., COUNSEL 
GENERAL STATEMENT 


Mr. Winn. The National Independent Meat Packers Association 
is an association of small and independent meat packers, and does 
not include the big packers. Our members, about 500 in number, 
are distributed throughout the United States, and | am appearing on 
the same subject that Mr. Gordon just spoke on. 

Chairman BrinGces. Do you have a long statement? 
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Mr. Winy. I have just a few notes. I will be very brief. 

Chairman Bripens. Thank you. 

Mr. Winn. This developing use of fats in animal feeds is of great 
importance. It promises to rise to great volume? It is a new product 
or a new use in the field of fats and oils, that has been depressed for 
many years and it offers an opportunity to lift the market to higher 
prices from the depressed low level, which will be of benefit to farmers, 
livestock producers and processors. It will help agriculture in two 
ways: Improving the quality of feed, and also will help improve the 
price of the live animals. 

This development will help the meatpackers and all producers of 
fats and oils by helping to avoid the distressing low prices that have 
prevailed for several years. 

This new need or new use will help consumers of the meat because 
better prices for fats and oils will lower the prices of meats. 

The trouble today is that there are no available statistics as to the 
amounts of fats and oils used in animal feed. 

The Department of Agriculture has guessed that maybe 250 million 
pounds are used, but that is only a guess. 

The producers of fats and oils are in the dark as to the point price- 
wise at which the use of fats and oils in animal feeds will be encouraged 
or discouraged. 

We are completely in the dark at all times as to whether such use is 
increasing or decreasing. 

I have reason to believe that the Department of Agriculture agrees 
with us that it would be in the public interest to have such reports 
made available. 

It is reported to us that no funds are available, although the statute 
requires the Secretary of Commerce and the Bureau of the Census to 
collect these figures. They simply do not have the money. 

What we are proposing here is a relatively modest increase in the 
appropriation, of a few thousand dollars, so that this vital information 
may be obtained. 

Thank you very much, sir. 

Chairman BripGes. Thank you. 

We will next hear from Charles W. Smith, of the Association of 
American Marketing. 


AMERICAN MARKETING ASSOCIATION 
STATEMENT OF CHARLES W. SMITH, NATIONAL TREASURER 
PREPARED STATEMENT 


Mr. Smitx. Mr. Chairman, I had brought along a visual presenta- 
tion, but, in the interests of time I will abbreviate my statement. 

Chairman Brinces. Thank you, sir. We will make your whole 
statement a part of the record, including your charts. 

(The statement referred to follows:) 


STATEMENT OF CHARLES W. Situ, Nationa TREASURER OF THE AMERICAN 
MARKETING ASSOCIATION 


Mr. Chairman, my name is Charles W. Smith. I am national treasurer of the 
American Marketing Association. Also I am an associate of McKinsey & Co. 
of New York City. 
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] am here today to present the viewpoint of the members of the Americar 
Marketing Association with respect to the urgency of providing funds for a sample 
census of agriculture and for spotehceking the censuses of business, manufactures 
and mineral industries. 

These appropriation requests are under consideration by your committee in 
H. R. 8067. 

The membership of American Marketing Association, for which I speak today 
would go beyond these requests and urge sufficient funds for a complete cens 
agriculture, as well as complete censuses of business, manufacturers, and minera 
industries 

As background against which you may better appraise the import of this sta 
ment, the American Marketing Association is a national, nonprofit organization 
whose primary purpose is to advance the science of marketing through reseal 


and education. Its membership roster includes over 5,000 individual members 


whose collective judgment influences many important decisions in the fields of 
advertising, retailing, wholesaling, busin« education, agricultural marketing 
and industrial marketing. In addition, more than 100 leading companies 
currently contributing to the support of the association through its compa 


membership program. 
The range of activities represented in the association is so wide that the com 
posite viewpoint of its members toward any question of publie policy necessarily 


reflects many divergent interests. By the same token, when any substantia 
segment of the membership is found to be in substantial agreement on any subject 
that finding presumably should carry more weight than a similar opinion from a 


group having basically identical interests 

When funds to implement Public Law 671 (80th Cong.) were denied in the last 
session of Congress, a number of members of the association expressed deep con 
cern over the fact that census data used as benchmarks for marketing at 





were as a result not to be brought up to date at a foreseeable date. At a meeting 
of the board of directors of the association on September 11, 1953, the executive 
committee was directed to take steps to 

1. Determine the viewpoint of the entire membership on the subject; and 

2. Present this viewpoint at the proper time and place whenever new legislatior 


concerning the census program was under consideration 
Acting in accordance with this directive, a questionnaire was mailed to all 
association members on October 16, 1953, to determine the marketing uses of 


census data by their companies. Replies were received from members represent 
ing 682 companies, or approximately 35 precent of the organizations listed in our 
membership roster. The total includes no replies received after October 31, 1953, 


a deadline date that was set in planning the survey to permit a report of the re- 
sults to be submitted to the intensive review committee on the census progran 
by November 16, 1953. 

I have brought with me today a copy of the report of the findings of our survey 
It is titled ‘‘An Appraisal of Census Programs for Marketing Uses.”’ Copies of 
the report will be made available to the members of the committee for reference 

I should like now to summarize briefly the major findings presented in the re- 
port, referring to a number of exhibits, copies of which are attached to this 
statement. 

1. A majority of the companies represented in our membership expressed the 
opinion that census data are very helpful to them in planning and controlling their 
marketing operations. The breakdown of their replies is summarized in exhibit I. 

2. Companies of every type and size expressed about the same opinion regarding 


the value of census data. A breakdown of the replies by type and by size of 
respondent is shown in exhibit II. 
3. Census data are used for a wide variety of marketing purposes A summary 


analysis of the replies indicating the extent of use by type of use is shown in exhibit 
III. 

4. The reasons cited by the respondents for considering census data so valuable 
for marketing purposes are summarized in exhibit LV. 

5. Analysis of the detailed comments made by the respondents indicates clear! 
that neither sampling studies nor business collection of data offer the promise of 
providing acceptable substitutes for complete censuses by Government 

6. Regarding the timing of the censuses, the survey indicates that a majority 
of companies feel the schedule now authorized by law will meet their informatio 
requirements. If anything, however, the weight of opinion is on the side of 
greater frequency—not less. 

These six points are only the highlights of the survey. But they serve to indi 
cate the degree of unanimity and the nature of our members’ interest in having 
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complete, up-to-date census data that can only be made available to them by 
your approval of House Resolution 8067. 

* Thank you, Mr. Chairman, for the courtesy the committee has shown this 
presentation. I shall be glad to answer, to the best of my ability, any questions 
the committee may have. 


exnisitt 


VALUE OF CENSUS DATA 


SUMMARY OF REPLIES TO THE 

QUESTION: NUMBEROF PERCEAT 
Have The Census Data That EPLY TO QUESTION COMPAMIES OF TOTAL 
You Use Been Generally Very Help- 
ful To Your Company, Moderately VERY HELPFUL 560 83% 
Useful, OF Little Use, Or Of No Use ? 


LITTLE 08 WO HELP 4% MODERATELY USEFUL 90 13 





LITTLE USE 20 «3 

NO USE eer 

NO ANSWER 3 - 
TOTAL 682 100% 


EXwisit tia 


VALUE OF CENSUS DATA 


BY TYPE OF COMPANY 


iy VERY HELPFUL OF LITTLE 
mJ MODERATELY USEFUL OR NO USE 
PERCENT * 







MFGR.- CONSUMER GOODS Sat 5 
MFGR.- INDUSTRIAL GOODS ra 


dill. 


MFGR- CONSUMER &IND. GOODS [= 0" Seay 
RETAILER OR WHOLESALER  [fiRMuaes) | Suara genuine 
MKT. RESEARCH OR CONSULTANT [fMDD 


ADVERTISING AGENCIES 











PUBLISHERS 

EDUCATION hv et ae ras 

ALL OTHERS ee a 
* PERCENT OF COMPANIES RESPONDING TO QUESTIONNAIRE 
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VALUE OF CENSUS DATA BY SIZE OF COMPANY 


ANNUAL CROSS SALES OF MOMBER OF PERCENT REPORTING CENSUS DATA TO BE 
REPORTING COMPANIES COMPANIES VERY HELPEUL OR MODERATELY USEFUL 


OVER $100,000,000 ‘157 97% 
25-100 138 96 
5- 25 125 95 
1- § 68 94 
UNDER $1,000,000 1 91 
NO ANSWER 123 95 

TOTAL 682 96% 


SPECIFIC MARKETING USES OF CENSUS DATA 
COMPANIES. REPORTING USE 
HUMBER PERCENT OF TOTAL 


TYPE OF USE 
ANALYSIS OF MARKET POTENTIALS 616 90% 
ECONOMIC OR SALES FORECASTING 534 78 
ANALYSIS OF DISTRIBUTION 497 73 
ANALYSIS OF SALES PERFORMANCE 455 GT 
LAYOUT OF SALES TERRITORIES 443 65 


ALL OTHER USES 290 42 
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exmieir iv 


WHY CENSUS DATA ARE CONSIDERED SO VALUABLE 


ESSENTIALITY -“The Only Source Of Comparable 
Benchmark Data’ 


COMPREHENSIVENESS ~‘Provides Data For Every 
Possible Use’ 


RELIABILITY -“Data Are Free From Built-in 
Biases” 


CONTINUITY AND COMPARABILITY-Data Can Be 
Used To Show Trends And Shifts In The Whole Economy” 


AVAILABILITY -"Even The Smallest Company Has 
Access To And Can Afford The Data’ 


GENERAL STATEMENT 


Mr. Sarrx. I am here today representing the American Marketing 
Association, of which I am the national treasurer. At the time of the 
appropriation request in connection with the last census was denied 
by Congress, a number of members became concerned over when the 
census data would be brought up to date and at a meeting of the board 
of directors of the association on September 11, last year, the executive 
committee was directed to take steps to determine the viewpoint of 
entire membership on the subject: The importance of the census to 
their companies. 

In accordance with that directive a questionnaire was mailed to all 
association members, on October 16 last year, to ask them what uses 
their companies were making of census data. We received replies 
from 682 companies, or approximately 35 percent of the organizations 
listed in our membership roster, and that was done in a 2-week period 
because we had such a short time to get our reports in the hands of 
the intensive review committee on the census program, headed by 
Dr. Watkins. 

A complete report of our survey result was printed at the time in 
the Journal of Marketing, the official publication of the association, 
and copies of it will be made available later to any interested persons. 

Chairman Brinces. What does your association cover? What 
range of companies? 

Mr. Smuiru. We have all types and sizes ranging from Du Pont, 
General Electric, Westinghouse, all the way down to small companies 
under a million dollars. 

We have in our membership men in the field of education, from 
practically all of the leading business schools in the country. 
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We have members who are heads of the department of marketing. 
We also have men in Government who are interested in the use of 
marketing statistics, so we are broadly representative. We do not 
represent any one particular class interest. An opinion expressed by 
such a broad, varied group of men, certainly would be representative 
of the basis interests of the people of this country in the census data 
for marketing purposes. 


FINDINGS OF SURVEY 


I would like to summarize very briefly for you the findings of the 
survey, because we had no idea when we undertook this survey, what 
would come out of it. We had an open-end questionnaire, with no 
leafing questions and we phrased the questions so there was a free 
response. They could say, “We think the census is terrible. It 
ought to be eliminated.’’ Or they could say, ‘“We think it is fine and 
should be continued,” or any degree in between. 

The first finding that we have is that a majority of the companies 
represented in our association feel that the census data are very help- 
ful to them in guiding and planning their marketing operations. 

Of the 682 companies, 83 percent thought that the census data 
generally were very useful and another 13 percent thought moderately 
useful. That means that only 4 percent of the companies that were 
represented in the replies thought they were of little or no use. 

We also broke this down by type of company, to see whether there 
was any difference in the replies from the different industries, 

The black segment of this bar on the end represents the percentage 
of the companies of each tvpe who thought that the census data were 
of little or no use. The big majority of companies represented in the 
samples of all types thought that they were useful. 

We also broke it down by size of company. In other words it 
might be said that just the big companies like du Pont and General 
Electric thought it might be helpful. Actually we found that of 
companies over $100 million in gross annual sales, 97 percent thought 
that it was useful, and of the companies under $1 million in gross 
annual sales, 91 percent of those thought it was useful, so all compa- 
nies, regardless of size, find the data helpful. 

We also asked questions to find out what the uses of the data were. 
We listed 4 or 5 basic uses which from our knowledge we had infor- 
mation to say that somebody used it for that purpose. 

Then we asked each company to reply to the question: Do you use 
it for this specific purpose? 

Of the 682 companies, 90 percent of them use it for the analysis 
of market potentials; 78 percent use it for economic or sales fore- 
casting; 73 percent use it for analysis of distribution. That is, how 
many outlets they need. Are they in the right locations? 

Then 67 percent use it for analysis of sales performance; 65 percent 
use it for layout of sales territories and 43 percent mentioned other 
uses, specifically by name, even though they were not mentioned on 
the original questionnaire. 

Another finding which came out of the survey was the reasons why 
these companies feel the data are so important to them for marketing 
purposes. 
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“ce ” 


Tt was just a free and open response to a “whv’’ question. We 
did not guide the entries, or anything, first they said they are essential, 
the only source of comparable benchmark data. There is not any 
other data companies could use for what the census data is used for. 

Second, they are comprehensive. They provide data for every 
possible use which anybody wants to know about in connection with 
a marketing problem. They are reliable. Somebody takes a survey 
to prove something. The census does not do that. They take the 
survey to find out what the answer is. 

They have continuity and comparability. Over the years, taking 
them regularly, it shows you the trend and also the ‘shifts in the 
economy, and that is the only place you can get it. 


AVAILABILITY OF DATA 


The final factor that was mentioned a great many times was the 
availability of the data—that they are free to the smallest company as 
well as to the biggest company. You do not have to be a hundred 
million dollar size in order to get data which is useful to you in planning 
your marketing operations. 

There were two other points that were brought out. The first is 
that neither sampling studies nor business collection of data offer 
the promise of providing acceptable substitutes for complete census 
data by Government. 

The final point was that with regard to the timing of the censuses, 
we asked them how often they should be taken. They indicated 
that they should be taken at least as often as they are now, and perhaps 
more often. 

I think that covers the point that I wished to present today. 

The complete detailed findings are here. The list of the companies 
that responded to the questionnaire are all listed as an appendix in 
the report. 1 think they will give you a better feel than I could by 
naming individual companies as to the degree of interest. 

Chairman Bripaes. You are associated with the McKinsey Co. 
How does that tie in with the American Marketing Association? 

Mr. Smrra. I am employed by the firm of McKinsey & Co., and 
have been employed by them since 1944. I have been a member of 
the American Marketing Association and in my professional work I 
am a marketing consultant, and I have come up through the ranks 
in the association to the point where I have been a member of the 
board of directors and a member of the executive committee for the 
past 2 years. 

PARTICIPATION WITH ASSOCIATION 


Chairman Bripeers. Are you a paid official of the American Market- 
ing Association? 

Mr. Smita. No, sir; 1 am a voluntary member. I receive no pay. 
As a matter of fact it is costing me money to come down here today 
to appear before this committee. 

Chairman Brinces. You have done surveys for the Commerce 
Department, have you not? 

Mr. Suirx. Yes. I think our firm did. I think our firm did a 
survey in connection with the Treasury Department. We did a 
study for the Republican Party, I believe, for Mr. Eisenhower, but 














STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 167] 


my appearance here has nothing to do with my firm’s interest. This 
is purely a personal matter in my connection with the American Mar- 
keting Association, 

Chairman Bripaces. I hold in my hand a report from the MeKinse 
& Co. made to the Commerce Department. It is a survey. Is this 
your company? 

Mr. Smrru. I believe it would be. 

Chairman BripGes. You have no knowledge of this survey? 

Mr. Smirn. I have no knowledge of that. 

Chairman Bripgers. You are not connected with the division of the 
company which makes the surveys for the Department of Commerce? 

Mr. Smiru. I am connected with McKinsey & Co., and anything 
they do I am a part of, but as far as my knowledge of that, or the fact 
that I have any interest in that, I am not aware of what the report is 
We make reports for a great many people, and I am sure the report is 
valid if we made it. 

Chairman BripGes. Thank you, sir. 

Mr. Smrrx. Thank you. 

Chairman Brinares. We will hear now from Mr. Borden of the 
Harvard Graduate School of Business Administration. 


HARVARD GRADUATE SCHOOL OF BUSINESS ADMINISTRATION 
STATEMENT OF NEIL H. BORDEN 
PREPARED STATEMENT 


Mr. Borprn. Mr. Chairman, if I may, I will enter my statement 
for the record and then hit the high spots. 

Chairman Bripacss. That will be fine. Your full statement will 
be placed in the record. 

(The statement referred to follows: ) 


STATEMENT BY Nert H. Borpen, CHAIRMAN OF THE Executive CoMmMITTEE, 
NATIONAL CounciIL ON Economic INFORMATION 


Mr. Chairman, my name is Neil H. Borden. I am a professor of marketing at 
the Graduate School of Business Administration of Harvard University. 1 am 
also president of the American Marketing Association, whose study on marketing 
uses of census data has just been presented by Mr. C. W. Smith, treasurer of the 
association. 

For over 30 years I have been a university teacher and research worker and & 
consultant to business firms in the field of marketing. From this long experienc 
I have become keenly aware of the importance of Government statistical pro- 
grams, not only in the administration of business and other private enterprises, 
but also in the administration of public affairs. Accordingly | welcomed some 
months ago, the opportunity to join a group from business, education, and 
research which calls itself informally the National Council on Economie Informa- 
tion, and I appear in their behalf. 

This group is composed of a number of people who have an abiding interest in 
economic information. Their kinship is motivated primarily by the desire to do 
everything possible to assure soundness and regularity in the social and economic 
information that is needed for reaching wise policy decisions by public agencies 
and sound management decisions by business and social organizations generally. 

This group came together because of a common concern over the failure of the 
Congress since 1948 to provide appropriations to carry out the carefully planned 
and staggered program of quinquennial economic censuses which the 80th Con- 
gress had authorized in Public Law 671. In our opinion, that law wisely provided 
for the gathering at fixed intervals of economic information which years of 
experience had shown to be of value to both public agencies and private organ- 
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izations. The failure to carry out this authorized program for providing census 
benchmark data relative to the status and trends in our economy is unfortunate, 
for Government, business, and social administrators are denied facts which can 
help them arrive at sound decisions. Moreover, students and scientists in all 
branches of social affairs are deprived of information which is the very grist by 
which they may contribute to a better understanding of social and eeonomic 
affairs. 

The objective and purpose of the national council is the maintaining, improv- 
ing, and fostering of the essential economic information upon which depend 
publi policy determinations and economie decisions by Government and business. 

This doesn’t mean that we favor the Government supplying economic informa- 
tion just for the sake of gathering statistics. Instead our group looks forward to 
the day when it might have the opportunity to supply to Government the counsel 
and assistance of the business, educational, and research fields, in determining 
which sorts of economic information are essential, and which of these should be 
supplied by Government. 

We are aware of the doubts and misgivings which your committee, as well as 
the Committee on Appropriations in the House, must feel as to whether or not 
these Government directed and gathered economie mformation projects are 
essential—whether they can be deferred—whether they are needed at all in the 
face of the overriding necessity for economy m Government and for bringing 
Federal income and outgo in balance. 

We are convinced that the past unwillingness of the Congress to provide ade- 
quate appropriations for these essential statistical programs stems from a lack 
of awareness of the crucial role economic information plays in our economy. 
And that is not the fault of the Congress, but rather it is the fault of business, of 
education, of the social agencies, of research, in failing to tell the Congress and 
the Government how important these programs are to the stability and growth 
of our economy. 

However, I am here to assert that such information which comes from these 
censuses is absolutely essential. 

Accordingly, the group which I represent urges that this committee approve— 
as the bare minimum—the request for $3.2 million for a sample census of agricul- 
ture and for $650,000 for spot cheeking the censuses of business, manufacturers, 
and mineral industries 

As regards the census of agriculture, we feel that a complete census is sorely 
needed, but that if the necessary funds are not available, by all means the sample 
canvass should be approved. 

As regards the censuses of business, manufacturers, and mineral industries, we 
are mindful of the fact that legislation to permit that they be taken in 1955 on 
1954 operations has passed the House in H. R. 8467. A companion bill, S$. 3121, 
is before the Senate Committee on Post Office and Civil Service. 

If this measure is approved by the Congress, then we recommend that appro- 
priations be granted for complete censuses of business, manufactures, and mineral 
industries. 

As a matter of basic philosophy I should like to point out that advance and 
control in any area of human endeavor depend on having basic facts—an having 
good measurements. 

The great advances in the natural sciences and the amazing improvements in 
the technology of industry, medicine, and agriculture have been possible because 
of the accumulation of facts from observation and the perfeetion of measurement 
of the forces of nature. In recent decades advances in technology have wrought 
improvements in industrial and agricultural production, medicine and public 
health, transportation, and other fields which are a cause of continual wonder 

The great need of the day is to gain similar understanding and control in the 
areas of economic and social endeavor. If we are to gain understanding of the 
forces operating in social and economic life, and if, in the day-to-day work of the 
world we are to guide and direct these forces for the good of society, we must know 
more about economic, agricultural, and social affairs. And among the essential 
facts to be gleaned from many sources we need especially those data provided 
through Government statistical programs which show the status and trends of 
population, manufactures, agriculture, the distributive trades, mineral industries, 
transportation, governments and other economic affairs. These data, which only 
Government can supply, aree ssential to analyses of economic and social forces. 
They are essential to reasoned management decisions by administrators. With- 
out sueh facts our decision makers will have to think in a vacuum and operate on 
the basis of hunch. 
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At a time when the members of this committee and of Congress as a whole are 
rightly striving to avoid wasteful expenditures in Government, your chief desire 
so far as these statistical programs are concerned is to know whether the data are 
used and whether these uses are of sufficient importance to justify the expendi- 
tures involved. 

I can report to you the deep conviction of the group for which I appear that 
these census programs are of great value: First, to those who must administer 
and advise on public policy—Government itself; second, to those who administer 
business and other social affairs; and third, to scholars and scientists who carry 
on the fundamental research that brings understanding of economic and social 
affairs. 

The expenditures for the data are justified, for their uses vitally affect the public 
and have important bearing on the output of our economy on which public 
expenditures depend. For example, in this session of the Congress, important 
legislation has been written or will be written in the fields of taxation, social 
security, foreign trade, and agriculture, and these public policy decisions will have 
been shaped substantially according to the data—or lack of data—of this sort 
which these censuses provide. Moreover, these data contribute to the sound 
business decisions which underlie the success of our free enterprise svstem. 

\ large and impressive fund of information on uses of the data and testimony 
as to their importance is carried in the report of Secretary Weeks’ Intensive 
Review Committee on appraisal of census programs which we understand has 
been supplied to this committee. Its exhibits carry the testimony of many 
hundreds of public and private administrators and scholars regarding their 
specific uses of the data and their importance, There you will find testimony 
that census data underlie the comprehensive system of statistical indicators of 
the conditions and trends of the economy, such as are found in the continuing 
estimates of the gross national product Without the benchmark data of the 
census we could have little confidence in these indicators which play so important 
a part in the decisions of both public and private administrators who have to 
adjust their policies and procedures to changing economic conditions 

In the report you will find testimony regarding the vital importance of data 
regarding agriculture, manufactures, business, and the mineral industries in 
times of mobilization 

You will find also evidence from local, State, and National governmental 
administrators as to the value of these data in the administration of their work 
from representatives of the United States Department of Agriculture, the State 
Department, the Economie Advisors to the President, State tax bureaus, city 
managers, and Federal Reserve banks. 

You will find officials of the American Federation of Labor, the CIO, and 
other labor organizations making statements such as 

“Substantially all of the surveys published under the various programs of the 
Bureau of the Census are put to practical use by the trade unions affiliated with 
the American Federation of Labor, as well as in our national headquarters. The 
census data provide for collective bargaining negotiations, for formulation of our 
own legislative proposals and appraisal of those made by others, and for back- 
ground economic analysis necessary to determine many diverse trade union 
policies and actions on both national and local levels.”’ ! 

In the report you will find scholars and scientists making such statements as 
these: “Censuses are the cornerstones of our research, and at times, we have 
made use of all types of census data.’’? Again, “It is difficult for me to specify 
all the uses to which census data are put * * * . My work in the field (of 
population and labor force) including manpower analyses, are dependent on the 
timely availability of the basic eensus data.”’* Another, ‘Our research projects 
in the land-grant colleges draw heavily upon census data * * *. Since the 
United States Census of Agriculture is the only complete enumeration of farms, 
it becomes an indespensible aid in the research program of our State experiment 
stations.”’ 4 ; 

These are but a few of the many groups whose decisions and whose competence 
depend on regularity in the basic benchmark data in our censuses. To the above 
can be added medical groups, public-health officials, and many social-service 
groups. 

The pervasiveness of use of census data and their value is reflected in a state- 
ment from a metropolitan public library: 





1 Report of the Intensive Review Committee, pt. IT, p. 648 

2 Exhibits to the report of the Intensive Review Committee, pt. I, p. 74 
3 Ibid., pt. I, p. 63. 

‘ Ibid., p. 134. @ 
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“The appropriation cut practically eliminating the Census of Business and the 
Census of Agriculture is of deep concern to our business-information bureau. 
The resources of this bureau, and especially the detailed census reports are used 
intensively by industrial concerns, research agencies, radio and television stations, 
and technical and trade associations in this entire metropolitan area. 

“These, however, are not the only users of the data. Labor-union economists, 
newspaper columnists, editors, university students, and even the clergy have 
sought facts on which to base judgments they have been called upon to make. 
Their requests come to this bureau and we in turn have used these census figures 
to help them find the answers to their questions.” 

In concluding my remarks, iet me reiterate that the growth and welfare of 
this economy are dependent on the soundness of the decisions of hundreds of 
thousands of administrators of economic and social affairs, public and private. 
Sound decisions depend on facts gained through the government statistical 
programs which are now under consideration by this committee. 

In our opinion it would be shortsighted economy to deny these data which are 
so pervasively used and which, in their widespread application, have an influence 
on our economy far exceeding their relatively smail cost as compared with their 
huge benefits 

Thank vou for listening to me. 


GENERAL STATEMENT 


Mr. Borpen. I am a professor of marketing at, as you stated, the 
Harvard Graduate School of Business Administration. I might also 
say that I am a president of this association that Mr. Smith has just 
spoken for. 

For over 30 years I have been a university teacher, research worker, 
and a consultant to business firms. In this tinie I have become 
keenly aware of the importance of these statistical programs to business 
and in public affairs. A short time ago, last September, I associated 
myself with a group that informally calls its»lf the National Council on 
Economic Information. 

We were brought together by an interest in getting regularity and 
soundness in these statistical programs. It was a sort of meeting that 
came together because there was a feeling that it was unfortunate to 
have these programs —the program that was laid down in Public Law 
671—not carried out, and this task that we set for ourselves was to 
see whether there was anything we could do to bring regularity 
and soundness in the programs. 

This does not mean that we favor the Government supplying eco- 
nomic information just for the sake of statistics. Instead, our group 
looks forward to the day when it might have the opportunity to 
supply to Government the counsel and assistance of the business, 
educational, and research fields in determining which sorts of economic 
information are essential. 

We are aware of the doubts and misgivings which your committee 
and the House Committee on Appropriations must feel as to whether 
or not these Government-directed and gathered economic information 
projects are worthwhile, whether they can be deferred, or whether 
they are needed at all in the face of the overall necessity for economy 
in Government and for bringing Federal income and outgo in balance. 

Chairman Bripces. Mr. Borden, you will have to excuse me a 
minute. They have summoned me to the floor to obtain a quorum. 

Mr. Perkins, the committee counsel, will preside in my absence. 


$ Exhibits to the report of the Intensive Review Committee, pt. I, p. 136. 
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Mr. Perkrns (counsel, acting for the chairman). Continue, please, 
Mr. Borden. 

Mr. Borpen. We are convinced that the past unwillingness of the 
Congress to provide adequate appropriations for these essential sta- 
tistical programs stems from a lack of awareness of the crucial role 
economic information plays in our economy. 

We feel that this is not the fault of the Members of Congress, but 
it is because business, teachers, and others, have not indicated the 
real importance of this in business and then social affairs generally. 

For that reason, we come here to try to convey our feeling that as 
a minimum we would hope that the committee would favor the $3.2 
million for a sample census of agriculture and for $650,000 for spot- 
checking the censuses of business, manufactures, and mineral industries. 

We know there is an authorization for the full censuses and we 
would hope that if that is carried through, that we would have the 
full censuses because we feel, as just pointed out, in this study pre- 
sented by Mr. Smith, that there are so many uses of these data. 

As a matter of philosophy, I will just hit the high spots 
teacher and as a research worker, the important thing is to 
facts to work with. Our advances in the natural sciences 
because there has been an accumulation of facts, something to guide us. 

The big need toda, | think everybody will agree is to have 
similar understanding and control in the areas of economic and social 
affairs 

You get facts from everywhere, but the thing that we, who are 
working in this area realize so deeply, is that these basic benchmark 
data, these data that give us the trend, that tell us what is going on 
in economic affairs and social affairs, are essential, if we are 

knowledge in these fields, or if we are going to get control 


oing to 
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DEPARTMENT OF COMMERCE INTENSIVE REVIEW COMMITTBEI 


It is for that reason that we would stress this: I would like to point 
out that this is not only our feeling. Fortunately there has been this 
large fund of information that has just come from Secretary Weeks 
Intensive Review Committee. 

I understand that it has been entered in the record. It is a very 
impressive document, because there you have the testimony of hun- 
dreds of people from all areas—from public administration and private 
administration, scientists, and scholars. You have uniformity. 
Uniformly there is this statement: that it is absoletely essential. 

I have just noted a few of these things here. For instance, the 
comprehensive system of specific indicators of the conditions and 
trends of the economy depend upon these benchmark data. If we did 
not have that we would lack any feeling of confidence in the indicators 
which play so important a part, not only to business, but in public 
affairs. 

There is testimony regarding the vital importance of the data re- 
garding agriculture, manufactures, business, and the mineral indus- 
tries in times of mobilization. There is the statement as to how im- 
portant it is to labor unions. Again there is the testimony of scholars 
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and research workers who point out that censuses are the cornerstones 
of our research. 

The persuasiveness of the data is particularly shown there in the 
statement of a big metropolitan library. If I may make just a brief 
reference to that: 

The resources of the Bureau and especially the detailed census reports, are used 
intensively by industrial concerns, research agencies, radio and television stations, 
and technical and trade associations in this entire metropolitan area. 

These, however, are not the only users of the data. Labor union economists, 
newspaper columnists, editors, university students, and even the elergy have 
sought facts on which to base judgments that they have been called upon to make. 

Their requests come to this Bureau and we in turn have used these census 
figures to help them find the answers to their questions. 

It is the persuasiveness of these data all through all parts of the 
economy, that make us feel that it would be a very unfortunate thing 
to lose the regularity that was set up in Public Law 671. 

Thank you for listening to me. 

Mr. Perkins. Thank you, Mr. Borden. 

Mr. Perkins. We will now hear from Mr. Mitchell, vice president 
of the American Pulley Co., Philadelphia, Pa. 


THE AMERICAN PULLEY CO 


STATEMENT OF W. RANDALL MITCHELL, VICE PRESIDENT AND 
CONTROLLER 


PREPARED STATEMENT 


Mr. Mircuetyt. Mr. Chairman, I have a very brief statement, and 
I think it would save your time if you would permit me to read it. 

Mr. Perkins. If you will offer the statement we will place it in the 
record. You can just highlight it in some detail and give us the ma- 
terial that you desire. 

Mr. Mrrcneuu. Yes, sir. 

(The statement referred to follows:) 


STATEMENT BY W. RaNvpLE MircHELL, Vick PRESIDENT AND CONTROLLER, THE 
AMERICAN PuLitey Co., PHILADELPHIA, PA., CHAIRMAN OF THE RESEARCH 
CouNcIL, CHAMBER OF COMMERCE OF GREATER PHILADELPHIA, REPRESENTING 
THE CHAMBER OF COMMERCE OF GREATER PHILADELPHIA 


The Chamber of Commerce of Greater Philadelphia, representing 1,800 business 
firms of the Greater Philadelphia-Delaware-south Jersey area, urges that you 
support the necessary appropriations to implement H. R. 8487 and S. 3121. The 
Philadelphia chamber, in fact, took cognizance of the problem last fall when its 
board of directors, on October 26, 1953, passed the following resolution: 

“Whereas the census of business and the census of manufactures, normally 
arranged to have been taken in 1954 covering the year 1953, in keeping with a 
planned 5-year schedule, failed to receive the approval of Congress last spring, and 

‘Whereas these 5-year censuses of business and manufactures provide valuable 
statistical benchmarks for all who engage in research: Therefore, be it 

‘‘ Resolved, That all necessary action be taken to restore funds for the taking of 
the census of business and the census of manufactures in 1955 covering operations 
in the year 1954.” 

Undoubtedly you will hear a great deal of testimony on this question of orderly 
taking of the quinquennial benchmark censuses from organizations of national 
stature. The Philadelphia chamber wishes to emphasize that the 5-year bench- 
mark censuses of business and manufactures are of vital importance locally 
as well as nationally 
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For example, these census records are used by hundreds of firms in the Greater 
Philadelphia area for locating new plants, warehouses, and retail outlets as well as 
for measuring performance with that of competitors. 

The continuity of census data is largely destroyed if these censuses are taken 
at irregular intervals. 

We firmly believe that there was no real economy involved in the 1953 omission 
of census appropriations, but rather a serious impairment in the basic informa- 
tional services of the Nation and of local and regional areas, such as represented 
by the Chamber of Commerce of Greater Philadelphia. 

‘As an example of the use to which local census information is put, I am here- 
with submitting to each member of your committee a copy of Greater Philadelphia 
Facts—1953, a publication of the Philadelphia chamber. In each instance where 
a table of local information is obtained from United States census sources, we have 
red-penciled these copies accordingly. In all, there are 37 source references to 
the United States census. 

We are proud of this directory, Greater Philadelphia Facts, which has a circula- 
tion of 8,000 copies, including those used as a teaching tool in the publie schools 
and colleges of the Philadelphia area. It was issued annually from 1948 to 1953, 
but there will be no facts book published in 1954 because of lack of new up-to- 
date material from the United States census. 

I am also placing in your hands a book, Retail Trade in the Philadelphia 
Standard Metropolitan Area—1948. This volume was financed by local business 
firms, which contributed $5,000 to pay for a special tabulation of detailed data 
from the 1948 census of business. As stated on the title page, this was ‘‘an intra- 
area breakdown of data on retail trade establishments by kinds of business, number 
of employees, and annual volume of business in the eight-county Philadelphia 
standard metropolitan area by counties, census tracts, census enumeration dis= 
tricts, and community business areas.’”” Maps were prepared for spotting this 
type of detailed marketing information. ‘These appear at the back of the book, 

The point I want to make is that this volume, based entirely on a further refine- 
ment of the census of business, filled a very definite local need—one for which 
businessmen were willing to pay additional money Those who did not subscribe 
originally paid $25 for a single copy of this book in 1951 Now the information 
is stale—vast changes have taken place since 1948 in the retail structure of the 
Philadelphia area—and we get few inquiries for this volume, even at its current 
reduced price of $1 a copy. 

Gentlemen, the business firms of the Greater Philadelphia area contribute 
roughly 1 percent of all Federal taxes—1 percent of the $13 million needed to 
take the requested censuses in H. R. 8487 and 8. 3121 is $130,000. Such a sum, 
expended to gather basic benchmark information about our local economy at 
5-year intervals, is well worthwhile. 

Accurate, frequent, and regular benchmark census information means that 
right decisions will be made by those planning new locations for stores, new 
industrial plant developments, and related capital investments. The Chamber 
of Commerce of Greater Philadelphia asks you to put these quinquennial censuses 
of business and manufactures back on the track in 1955. This is one expenditure 
which will pay for itself many times over. 

We also draw your attention to the fact that the mobilization of industry in 
the time of national emergency is certain to be seriously hampered by lack of 
up-to-date Federal benchmark censuses of manufactures and other business 
operations. This inventory-taking in anticipation of the defense mobilization of 
industry is fully as important to the national welfare as many other expenditures 
in the $45 billion-a-year cold war in which the United States is engaged today. 
Let us beware of another Pearl Harbor on the homefront, where wartime controls 
are hampered or rendered ineffective because of failure to supply the basic statis- 
tical tools. 





GENERAL STATEMENT 


Mr. Mircue.u. | am vice president and controller of the American 
Pulley Co., and also chairman of the research council of the Chamber 
of Commerce of Greater Philadelphia, 

I am appearing here as a representative of the Chamber of Com- 
merce of Greater Philadelphia. The first part of the statement I am 
going to skip entirely. 
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Undoubtedly vou will hear a great deal of testimony on this question 
of orderly taking of the qu inquennial benchmark censuses from or- 
ganizations of national statute. ‘The Philadelphia chamber wishes 
to emphasize that the 5-year benchmark censuses of business and 
manufactures are of vital importance locally, as well as nationally. 

For example, these census records are used by hundreds of firms in 
the Greater Philadelphia area for locating new plants, warehouses, 
and retail outlets, as well as for measuring performance with that of 
competitors 

The continuity of census data is largely destroyed if these censuses 
are taken at irregular intervals. 

We firmly believe that there was no real economy involved in the 
1953 omission of census appropriations, but rather, a serious impair- 
ment of the basic informational services of the Nation and of local and 
regional area, such as represented by the Chamber of Commerce of 
Greater Philadelphia. 

As an example of the use to which local census information is put, 
I am herewith submitting to each member of your committee a copy 
of Greater Philadelphia Facts—1953, a publication of the Philadelphia, 
chamber. 

In each instance where a table of local information is obtained from 
United States census sources, we have red penciled these copies 
accordingly. In all, there are 37 source references to the United 
States census. 

GREATER PHILADELPHIA FACTS 


We are proud of this directory Greater Philadelphia Facts, which 
has a circulation of 8,000 copies, including those used as a teaching 
tool in the public schools and colleges of the Philadelphia area. It 
was issued annually from 1948 to 1953, but there will be no facts book 
published in 1954, because of lack of new up-to-date material from 
the United States census 

I am placing in your hands a book, Retail Trade in the Philadelphia 
Standard Metropolitan Area—1948. This volume was financed by 
local business firms which contributed $5,000 to pay for a special 
tabulation of detailed data from the 1948 census of business. 

As stated on the title page, this was 
an intra-area breakdown of retail trade establishments by kinds of business, 
number of employees, and annual volume of business in the eight-county Philadel- 
phia standard metropolitan area, by counties, census tracts, census enumeration 
districts, and community business areas. 

Maps were pre pared for spotting this type of detailed marketing 
information. ‘These appear at the back of the book here. 


LOCAL NEED 


The point I wanted to make is that this volume, based entirely on 
a further refinement of the census of business, filled a very definite 
local need—one for which businessmen were willing to pay at that 
time additional money. Those who did not subscribe originally paid 
$25 for a singlé copy of this book, in 1951. 

Now the information is stale, vast changes have taken place since 
1948 in the retail structure of the Philadelphia area, and we get a 
few inquiries for this volume, even at its current reduced price of 
$l a copy. 
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Gentlemen, the business firms of the Greater Philadelphia area 
contribute roughly 1 percent of all Federal taxes—1 percent of the 
$13 million needed to take the requested censuses in H. R. 8487 and 
S. 3121 is $130,000. Such a sum, expended to gather basic bench- 
mark information about our local economy at 5-vear intervals, is 
well worthwhile 

Accurate, frequent, and regular benchmark census information 
means that right decisions will be made by those planning new loca- 
tions for stores, new industrial plant developments, and related capital 
investments. 

The Chamber of Commerce of Greater Philadelphia asks you to 
put these quintennial censuses of business and manufactures back on 
the track in 1955. This is one expenditure which will pay for itself 
many times over. 

Mr. Perkins. You made reference a moment ago that you would 
like to make available to the committee a book entitled ‘Retail 
Trade in the Philadelphia Standard Metropolitan Area, 1948.” 

Mr. Mircue.u. Here it is. 

Mr. Perkins. May I have a copy for the chairman? 

Mr. Mireney. Certainly. 

Mr. Perkins. Is there anything else you would like to add at this 
time? 

Mr. Mircneuyi. Nothing, except that as a manufacturer, I certainly 
subscribe to the recommendations made by the census committee in 
connection with the census study which they made. We are a small 
company. There are five-hundred-odd employees in our company 
and it is necessary that we have pretty factual information to guide 
us in our business judgments, and we have used information pub- 
lished by the Government for many years, and, find it very valuable. 
We strongly support both the census of manufactures and the 
census of business. 

Mr. Perkins. On behalf of the committee, I thank you for your 
interest in this legislation. 


PREPARED STATEMENT 


Chairman Bripegs. The record will show at this point the state- 
ment of John J. Hamel, Jr., who is president of the National Renderers 
Association. In the interests of saving time Mr. Hamel has asked 
that this statement be inserted instead of read. 

(The statement referred to follows:) 


TESTIMONY OF JoHN J. HAMEL, Jr., Prestpent, NATIONAL RENDERERS 
ASSOCIATION 


‘The National Renderers Association is an organization composed of approxi- 
mately 235 member companies which are largely single, independently operated 
establishments primarily engaged in the production of inedible tallow and grease 
which is extracted from fat-bearing materials obtained from literally thousands 
of farms, ranches, feed lots, meatpacking establishments, wholesale slaughter- 
houses, retail meat shops and chain stores, hotels, restaurants, Government and 
State institutions and agencies. 

In submitting this brief for the consideration of your committee, which is in 
charge of Department of Commerce appropriations, the National Renderers 
Association desires to present the views of this industry regarding the need for 
the inclusion of the amounts of tallow and grease used in livestock feeds in the 
Bureau of the Census Monthly Report on Fats and Oils, M—17-2. 
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This is a new use that could not have been reasonably contemplated by the 
3ureau of the Census in its request for funds to operate that agency, and addi- 
tional funds may be needed for this purpose. 

The responsibility for the inclusion of these figures is contained in the pro- 
visions of Public Law 243 of the 80th Congress, approved July 25, 1947, which 
amends the 1916 congressional authorization to the Bureau of the Census in 
several respects, including the requirement to collect and publish figures on con- 
sumption of fats and oils by manufacturers of shortening, margarine, soap, and 
other principal products which require the use of large quantities of animal fats 
and oils and greases, fish, and marine mammal oils. 

It is believed that the use of tallow and grease in the manufacture of formulated 
feeds will justify the inclusion of the feed industry as a ‘“‘principal product” 
requiring the use of large quantities under the language of Public Law 243. 

The need for collecting and publishing the figures of usage in the feed industry 
is occasioned by the fact that Government and private research, to which this 
association has given substantial financial support, has shown that the addition 
of animal fats to feed formulas has achieved excellent results and has opened a 
market of very large proportions 

In 1952, there were approximately 40 million tons of formulated animal and 
poultry feeds produced and consumed in the United States. At an average usage 
of 2-percent fat, which is the level most widely used today, this amounts to a 
potential consumption in the feed industry of 800,000 tons of tallow and grease 
yearly. If this usage expands to even half that figure of over 1% billion pounds 
vearly it can be seen from the appended table that much of the surplus now 
dependent on export channels will be readily absorbed in a more economical 
outlet for the tallow and grease industry, while enhancing the nutritional value 
of the products of the mixed feed industry. 

The production of tallow and grease, stimulated by the need for these vital 
fats under the wartime fat-salvage campaign, expanded by 50 percent during 
that period and has increased further since then, so that in 1953 nearly 234 billion 
pounds were produced, an increase of 14% billion pounds over the prewar years. 

However, use in soap has decreased during this period, so that it has been 
necessary to rely on exports, which reached over a billion pounds last year, whereas 
we were net importers in the earlier years. 

The lowered level of domestic consumption has depressed prices to the extent 
that tallow and grease have become the cheapest fats in the world market. Now, 
with a record productioi, members of the industry, traditionally dependent on 
soap and glycerine manufacturers for the consumption of the bulk of their pro- 
duction, are having difficulty in staying in business because a substantially 
decreased demand has largely come about through the displacement of soap and 
soap products by a new class called synthetic detergents, most of which contain 
no domestic fats or oils. Ten years ago, with an estimated soap production of 
3,507 million pounds, the output of synthetic detergents was only 75 million 
pounds, whereas last year soap production had declined to 1,984 million pounds 
and synthetic detergents had risen to 2,184 million pounds. This reduction in 
soap production necessitates the fullest exploration of the extent of expanding 
use in the mixed feed industry which is by far the largest potential new use found 
for inedible animal fats. 

Whether or not consumption of inedible animal fats in mixed feeds is or will 
be as large as estimates now being made is a fact that will not be settled until 
the Bureau of the Census begins to include this use in their fats and oils reports. 

The Bureau of the Census Monthly Report M-—17—2, which at present does 
not contain the statistics of usage in the feed industry is the only means of fur- 
nishing official data showing the extent of this usage. It is extremely important 
to our industry that these figures be collected and reported, if this can be done 
without jeopardizing present data contained in M—17-1 and M-—17-2. 
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Chairman Brinezs. The committee will recess until 2 o’clock. 
(Whereupon, at 12:40 p. m., the committee recessed, to reconvene 
at 2 o’clock.) 
AFTER RECESS 


Maritime Activities TRAINING PROGRAM 


STATEMENT OF VICE ADM. TELFAIR KNIGHT, UNITED STATES 
MARITIME SERVICE, RETIRED 


PREPARED STATEMENT 


Senator Smirx. The committee will come to order. 

We will go on to the maritime activities training program. 

Admiral Knight, do you have a statement? 

Admiral Knieur. Yes, I do. 

Senator Smirx. Do you wish to read the statement? 

Admiral Knieur. It is only about 10 minutes long, if I may read it. 

Senator Smira. Thank you very much. 

Admiral Knieut. Madam Chairman, if I did not feel that I had 
some specialized knowledge of the training of personnel to man our 
merchant marine which may be of some benefit to our Government 
and to this committee, I would not have sought the opportunity to 
make this statement. 

The marine disasters to the steamship Morro Castle and the steam- 
ship Mohawk revealed the lack of training and skills of their crews. 
The Congress made a 2-year study of the condition of our merchant 
marine which resulted in the passage of the Merchant Marine Act 
of 1936. Section 101 of that act set forth the Federal policy with re- 
spect to our merchant fleet. One of the tenets of that policy was that 
our merchant fleet should be manned with trained and efficient citizen 
personnel. To implement this policy, the Congress created the United 
States Maritime Service to set up and conduct a Federal training 
program under the jurisdiction of the United States Maritime Com- 
mission. This was to provide training for both licensed officers and 
unlicensed crews. The act also established a Federal system of train- 
ing cadets to become licensed officers which has become the United 
States Merchant Marine Cadet Corps with its Academy at Kings 
Point. It was my privilege to be the director of the entire training 
program from its inception in 1937 to the date of my retirment for 
age on August 1, 1951. I believe that this experience qualifies me to 
have authentic views on the subject. 


TYPE OF TRAINING PROGRAM 


The attention of this committee is invited to the fact that this was 
a peacetime and not a war-training program. Without it, however, 
we would not have been geared for the rapid expansion necessary to 
provide trained officers and crews to man the 5,000 new merchant 
vessels that we built during World War II. From the inception of 
the program in 1937 to the present time, the United States maritime 
service and the United States Merchant Marine Cadet Corps have 
supplied training courses to approximately 350,000 merchant marine 
personnel, and I submit, without fear of successful contradiction, 
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that this program has raised the caliber and increased the skills of our 
merchant crews which was and is its objective. 


DETERIORATION OF MERCHANT MARINE 


Just why we as @ maritime nation after every war allow our mer- 
chant marine to deteriorate, in spite of the fact that it constitutes our 
fourth arm of national defense, is something that I have never been 
able to understand. While we are necessarily now expending around 
many billions of dollars annually for national defense, the present 
vis ey tang bill for training personnel to man the merchant marine 
provides for the abolishing of all Federal maritime training facilities 
except curtailed operation of the United States Merchant Marine 
Academy at Kings Point and even that magnificent institution is 
under attack and its continuation in the future is in doubt. 

What distresses me still further is that these training facilities 
have been arbitrarily closed by the executive department even though 
the Congress provided funds for their operation until June 30, 1954. 
The Congress was not even given an opportunity to consider the mat- 
ter. The appropriation for the present fiscal year is $3,480,000 
which provided for a complete, though properly curtailed, training 
program, always available for expansion in time of emergency. The 
appropriation for the fiscal year beginning July 1, 1954, as reported 
out by the House of Representatives, is for $2,200,000 which repre- 
sents a saving of only $1,280,000 and provides only for the curtailed 
operation of the Academy at Kings Point. The balance of the pro- 
gram, which was available to 80 percent of the merchant-marine 
personnel, has been wiped out entirely and the training facilities 
have already been closed. 


ABOLISHMENT OF MARITIME SERVICE INSTITUTE 


One of the most drastic measures taken by the executive depart- 
ment was the abolishing of the United States Maritime Service In- 
stitute which was giving about 15,000 separate training courses to 
about 7,500 seamen while at sea at a cost this present year of $176,600, 
or about $11 per course annually. Nothing has done more to im- 
prove the skills of large numbers of our seagoing personnel than these 
courses. 

Also the facilities for short expert courses at Sheepshead Bay, N. Y., 
and Alameda, Calif., have been abolished. The men who took those 
courses did so between voyages without disrupting their service. This 
enabled them to prepare themselves for advance to higher positions. 
It should be pointed out that 80 percent of the crews are unlicensed, 
only 20 percent being officers. The abolished facilities made in 
possible for many unlicensed personnel to become officers, up from the 
ranks in democratic fashion. 

It has been argued that there is no necessity for training any more 
personnel for service in the merchant marine since outstanding licenses 
and certificates issued by the United States Coast Guard greatly 
exceed the present needs of the merchant marine. While this has 
absolutely no bearing on the necessity of keeping up and improving 
the skills of those presently serving, it is an absolute fact that the 
holders of these unused licenses and certificates are not available in an 
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emergency. Proof of this can be found in the recent Korean engage- 
ment when about 500 additional ships were broken out of our reserve 
fleets and delays in sailing resulted from the inability to recruit crews 
even to the relatively small number of 20,000 additional men. And 
this service presented few hazards to merchant seamen. Also, research 
has shown that the average service at sea of both licensed and un- 
licensed seamen is about 10 years, necessitating an annual replacement 
of 10 percent of the crews, 


ANTICIPATED ABOLISHMENT OF MERCHANT MARINE ACADEMY 


Now I wish to touch on another very vital subject. There is a 
movement on foot to abolish the United States Merchant Marine 
Academy at Kings Point and to transfer the entire officer training 
program to the four existing State maritime academies with Federal 
subsidies because this would be cheaper. To begin with, in my 15 
years experience, it was not cheaper. By curtailment in subsidies, it 
might be made cheaper to the Federal Government, but I am con- 
vinced that the results would be entirely unsatisfactory. While I 
intend no comparisons, I know that no finer training exists than 
that given at the Academy at Kings Point, which provides a complete 
education, leading to a bachelor of science degree, to young men who 
have cut themselves off from other media of education by dedicating 
themselves to services in the merchant marine. Also necessary 
military training is provided throughout the course so that graduates 
are commissioned as ensigns in the United States Naval Reserve. 
Competent naval officers have repeatedly told me that these reserves 
are most essential to the Navy because they are taught to operate 
merchant vessels, the fourth arm of national defense, which training 
is not available at Annapolis. 

On January 1, 1937, at the behest of the Congress, the Maritime 
Commission submitted an economic survey of the merchant marine. 
I was privileged to prepare the section of this survey devoted to train- 
ing, in collaboration with other members of the staff. What we wrote 
was reviewed, edited, and adopted by the then Maritime Commission. 
In this report we stated that the training of merchant-marine personnel 
was clearly a Federal function. Traditionally, merchant seamen, 
whose home is mostly on the high seas, come under the jurisdiction of 
the Federal Government and not under that of the respective States. 
Kings Point serves the entire 48 States and our Territories and almost 
all of them have been represented in its student body. The State 
schools primarily serve their own citizens, although for a higher fee 
some students are admitted from other States, usually those con- 
tiguous. 

In order to be fair, however, we added in the economic survey that 
we recognized that the existing State maritime academies had certain 
vested interests in the training of officers for the merchant marine since 
they had ened such training for many years prior to the inaugura- 
tion of the Federal program. Based on this premise, it was our policy 
to give due recognition to the State schools and to integrate their work 
into the overall training program. The State schools never had a 
better friend than I was ‘during my entire administration of the mari- 
time training program. I believe that. the then officials of these schools 
will bear this out as will also, I think. the Senators from the respective 
States involved. 
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GOVERNMENT INVESTMENT IN ACADEMY 


The Federal Government has a $10 million physical investment in 
the United States Merchant Marme Academy. In my opinion, it is 
relatively as important to us as West Point, Annapolis, New London, 
and the new Air Force Academy about to be established. 

When the first portion of the present Academy site was acquired 
in January 1942, it was necessary for us to obtain authority from the 
Congress to purchase the property. This was given in Public Law 
472, 77th Congress. In the report on this bill (H. J. Res. 260, 77th 
Cong.) from the Committee of the House on Merchant Marine and 
Fisheries, it was stated that the land was being acquired as the site 
of a permanent school. The number of this report, to which reference 
is made, is Report No. 1573, 77th Congress. 

Reference is also made to Public Law 705, 79th Congress, which 
authorizes the conferring of the degree of bachelor of science upon 
graduates of the United States Merchant Marine Academy. <Ac- 
companying the bill (H. R. 5380) which became this law, was Report 
No. 1790, 79th Congress, from the House Committee on Merchant 
Marine and Fisheries. This report included a report dated June 8, 
1945 of the Congressional Board of Visitors to the United States 
Merchant Marine Academy, 1945, from which the following para- 
graph is quoted: 

1. To dispel any misunderstanding, the Board desires to strongly emphasize 
the fact that the United States Merchant Marine Cadet Corps was created prior 
to the war pursuant to the provisions of the Merchant Marine Act of 1936, as 
amended, and that its site at Kings Point, N. Y., was acquired for the purpose of 
constructing a permanent Merchant Marine Academy as shown by the reports 
which accompanied House Joint Resolution No. 260 (Public Law 472, 77th Cong.; 
59 Stat. 124), approved March 4, 1942. 

In the same report the Congressional Board of Visitors specifically 
recommends, among other things, and I quote: 


1. The Board specifically recommends that funds be made available as soon as 
possible for a suitable chapel and an adequate library. 


SOLICITATION OF PRIVATE FUNDS 


Subsequently, the Congress authorized the solicitation of private 
funds to build a chapel at the Academy. Such funds, in excess of 
$300,000, have already been raised and deposited to the credit of the 
United States Government. The building of the chapel has not been 
started because of the question raised about the permanence of the 
Academy. These funds were raised as a memorial to merchant 
seamen who gave their lives in our wars. How the money could ever 
be returned to many anonymous contributors or how it could be 
ethically used for other purpose, I do not know. 

The morale among the Cadets at Kings Point is naturally very much 
affected by the rumors of the discontinuation of the Academy. A 
young man who has dedicated himself to a career as an officer in the 
merchant marine and who has signed an agreement to serve on active 
duty as a naval reservist upon graduation, if called, finds himself in a 
very uncertain position under present conditions. In fairness, this 
situation should be clarified. 

Finally, it has been argued that not all of the graduates of Kings 
Point actually go to sea upon graduation. During my tenure of office, 
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including 5 years after World War II from 1946 to 1951, to my certain 
knowledge almost 100 percent of the graduates either went to sea as 
merchant officers or were called to active duty in the Naval Reserve. 
It is true that some of them do not remain at sea indefinitely. Some 
get married and come ashore after some years at sea to take shoreside 
positions in the maritime industry or elsewhere. But to me this is 
not a sound argument. All present graduates are obligated for 
military service on graduation and can be controlled. Further than 
that, they are all trained reservists in the other services and it is our 
proper policy that all of our young citizens be trained for military 
service. But, it is not our policy that they actually serve for longer 
than a restricted period of time. 

[ appreciate your consideration in hearing me. 

Senator Smirx. Admiral Knight, it is very nice to have you back 
again. 

Admiral Knieur. Thank you so much. 

Senator Smirn. You have seen graduates of all the State schools 
and Kings Point. 

Admiral Knicur. Yes. 

Senator Smira. Have you ever seer anything about the State 
academy graduates which makes you think they are less efficient. than 
the merchant marine officers that graduate from Kings Point? 

Admiral Kniaur. No, ma’am;I neverhave. [| have had some ideas 
about the possible more efficient ‘method used at Kings Point, but that 
was a degree not so much in difference. It was just that I thought it 
gave a more rounded opportunity. I have no criticism to make of 
the graduates of the State schools. I have attended most every 
graduation of each of the schools. 

Senator Smiru. If these-academies are to have permanent status 
there would be some economy, would there not? 

Admiral Knigut. You mean the State schools? 

Senator Smirn. State, and Kings Point, too. 

Admiral Knieur. I think so. I think it is very difficult to build 
an educational institution, Madam Chairman, without the idea of 
continuity. I mean the boys that go into these schools at 17 and 
17% years old, they go there with an implied agreement on the part 
of the school that it will continue in operation until they are 
graduated. I think that is one of the worst things that happens 
about these rumors of discontinuance. I know that it must affect 
the State schools as it affects the Academy at Kings Point. I do not 
think you can run an educational institution that way. 

On the other hand, the Federal Government has always as a matter 
of policy contributed to vocational training in the respective States. 
[t is done as a matter of general policy. This training is vocational 
training, but reserve training. I can see no objection to the Federal 
Government participating, since it does so very largely in vocational 
training through every State, and many of the schools in the country, 
or why there should be any objection to the Federal Government 
supporting the vocational training of merchant seamen. I just 
cannot see that. 

Senator Smirxn. Thank you very much. 

Is Mr. Hemmick here? 
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ALUMNI ASSOCIATION OF THE UNITED STATES MERCHANT MARINE CADET 
CORPS 


STATEMENT OF WHEATLEY N. HEMMICK, JR., REPRESENTATIVE 


PREPARED STATEMENT 


Mr. Hemmnick. Yes. 

Senator Smirx. You represent the United States Merchant Marine 
Cadet Corps, from New York. 

Mr. Hemmnick. Yes. 

Senator Smita. Do you have a statement? 

Mr. Hemmnick. Yes. 

Senator Smirx. How long is it? 

Mr. Hemmicx. About 10 minutes. 

Senator Smrra. Would you rather read it or put it in the record 
and highlight it? 

Mr. Hemmicx. I would like to read it. 

Senator Smirx. Very well. 

Mr. Hemmickx. Madam Chairman, we greatly appreciate the oppor- 
tunity and honor of appearing before you today in behalf of our alma 
mater, Kings Point, the United States Merchant Marine Academy. 
In past years we have attempted to show the benefit of the Academy 
to the marine industry and the return the United States Government 
receives for its investment in a Kings Pointer. This year we would 
like to emphasize the importance of an operating United States flag 
merchant marine, its trained personnel, to the defense and economic 
well-being of the Nation. 


PROBLEMS OF MERCHANT MARINE 


To understand the problems of the American merchant marine one 
must undersand its history and unique economic position in world 
trade. We all look back to a century ago with pride to the clipper 
ship days when the American merchant marine was unsurpassed on 
the high seas—to that time when every maritime nation in the world 
looked upon our ships with envy. We tend to ignore our present 
achievements and are on the verge of returning to the pattern of 
history that existed in the American merchant marine since the clipper 
ship days. Let me briefly review this pattern. 

Just one century ago the United States had an efficient growing 
American-flag merchant marine, then with the cessation of the Civil 
War a steady decline was evidenced. The people of our Nation 
turned to the development of our natural resources—the move was 
to the West—we had little time for foreign trade when there was so 
much within our boundaries. Until in 1900, just prior to World 
War I, we had practically no American merchant fleet. World War I 
found us carrying in American-flag vessels only 9 percent of our com- 
bined import and export trade. We had been led to believe that we 
could depend upon foreign-flag shipping to handle any emergency 
needs. Then to emphasize the fallacy and costliness of this theory 
it is only necessary to look at the record. Freight rates charged by 
foreign shipping claimed 2,000 percent. The United States was 
forced to build at a cost of $3,042 million an emergency fleet of 
2,547 ships. 
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With this grave error apparent at the end of World War I studies 
were made in an effort to foster an American merchant marine. 
Mail contracts and weak legislative measures were adopted. How- 
ever, by the early thirties these efforts were not sufficient, as evi- 
denced by our again negligible merchant fleet. 


MERCHANT MARINE ACT 


During the early thirties the Congress proposed and passed in 
1936 the Merchane Marine Act. This act forcefully states its pur- 
pose in the preamble which put it this way: 

It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a merchant marine (a) suf- 
ficient to carry its domestic waterborne commerce, a substantial portion of the 
waterborne export and import foreign commerce of the United States, and to 
provide shipping service on all routes essential for maintaining the flow of such 
domestic and foreign waterborne commerce at all times; (6) capable of serving 
as a naval and military auxiliary in time of war or national emergency; (c) owned 
and operated under the United States flag by citizens of the United States insofar 
as may be practicable; and (d) composed of the best equipped, safest, and most 
suitable types of vessels, constructed in the United States and manned with a 
trained and efficient citizen personnel. It is hereby declared to be the policy 
of the United States to foster the development and encourage the maintenanee 
of such a merchant marine. 


MERCHANT MARINE IN WARTIME 


Despite this restatement of policy, the creation of a Maritime Com- 
mission, and the initial beginnings of the Maritime training program, 
the outbreak of World War II found us completely lacking in the 
shipping requirements to sustain a global war. The Commission had 
estimated in 1937 that all our country would need in time of war would 
be 1,200 ships. Again this miscalculation was predicated on the 
fallacy that the United States could rely on the merchant fleets of 
foreign nations. In order to bring World War II to a successful 
culmination we needed 6,234 ships. 

With our entrance into the Korean war, we suffered delays in 
delivering material, because of the fact that we did not have a sufficient 
operating merchant fleet. I might bring out here that 500 ships had 
to be brought out of our laid up fleet. J might point out that in this 
most recent conflict the United States merchant marine carried 80 per- 
cent of our Armed Forces supplies. The evacuation of Hungnan 
would have been impossible without our merchant fleet. 

The Navy commentary is quoted as follows: 

For the first time in history the entire Army with all its supplies and equipment 
was successfully redeployed by sea in the face of enemy pressure. It would have 
been a physical impossibility to carry out this staggering task without the ships 
and crews of American merchant vessels, and these crews have played vital roles 
in every operation since hostilities began. 

With this staggering record behind us, we are once again on the 
verge of reverting to a period of decline in our United States flag 
operating vessels. You are aware of the recent elimination of the 
upgrading and correspondence courses, and the current ‘studies of 
the ood Kings Point problem. 

Ever since the end of the Second World War, Kings Point has been 
in a continual process of readjustment to a normal peacetime basis. 











1690 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


However, with the current decline in our operating fleet, it is extremely 
difficult to see where this readjustment will end. You will find with 
this statement a table which shows the complement of the cadet corps 
since 1938. It is readily seen that the Academy is at present on a 
rock-bottom basis. We are now training only a bare nucleus of our 
personnel requirements. 


OPPOSITION TO SCHOOL 


Those who oppose Kings Point base their arguments principally on 
the trend of the time. Such, as “employment difficulties in the mer- 
chant marine,” “our graduates do not go to sea,’ “the education 
given at Kings Point is not necessary for a merchant officer.”’ 

Let me emphasize these facts. Kings Pointers have never had 
difficulty in obtaining employment in the maritime industry. The 
Maritime Administrator, Mr. Rothschild, stated within the last few 
months that he was informed by the steamship companies that they 
would utilize every Kings Pointer made available to them. 

Just recently a survey was made of the graduating classes from 1949 
to 1953. This survey is included with this statement. It shows that 
71 percent of this group of 1,294 graduates are presently sailing. 

The education given at Kings Point is designed not only to instruct 
the student in the basic fundamentals of seamanship, navigation, 
engineering, and so forth, but to give the individual a well-rounded 
background that will qualify him as an officer to represent the United 
States militarily in time of war, and as an ambassador of good will in 
time of peace. Congress itself approved and complimented the 
Academy through its congressional visiting board and through the 
various pieces of legislation which have resulted in the Academy 
awarding a bachelor of science degree to its graduates. 

In summary, we feel that the Academy is now being operated in 
accordance with the need of our present fleet. We are in accord with 
the appropriation as recommended by the Bureau of the Budget and 
passed by the House of Representatives on the basis of the present 
operating merchant fleet. We feel, however, that this is a dangerously 
small operating fleet, and should be increased to the point where it 
could carry 50 percent of our import-export trade. At present our 
fleet is carrying approximately 28 percent of this trade. During the 
peak of the recent Korean operation the United States had an operat- 
ing fleet of 2,000 vessels. Today we have 1,245 ships. With the 
apparent critical situation in Indochina and our constant fluid inter- 
national situation this lack of preparedness may well prove disastrous. 

We further believe that a restatement of our maritime policy is 
necessary in order to stabilize the industry and in turn stabilize the 
appropriation of the Academy. Let me once again thank you for 
your time and if there are any questions in your minds I will be most 
happy to attempt to answer them. 

Senator Smirnx. Mr. Hemmick, do 1 understand that the attached 
sheets you would like to go into the record as a part of your statement? 

Mr. Hemmick. That is right. 

Senator Smirx. Without objection, this will be done. 

(The information referred to follows:) 
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AtuMnI ASssocIATION OF THE UNITED STATES _MERCHANT Marine Capret Corps, 
New York, 


Listed below are the complement of cadet midshipmen from the date of 
establishment of the United States Merchant Marine Cadet Corps on March 15, 


1938, to February 26, 1954: 


Complement of 
cadet midshipmen 


IO 99 
a =. 1, cnn grained aati 187 
ac 216 
AN a i ii ciaenncttr ee bien 282 
RUNG DBE thon lnnnnse odin 426 
RS) ec ee 425 
Pee 4. Pav incnscasndawana 400 
na I sn cis io stn dallas 461 
Be A otic dninanininnaiewtanins 1, 980 
Re a 4, 658 
Be Se a oo cn ecu awe ad 7, 338 
Gee aa SOc Ss cacediuncawel 7, 148 
TONS isn cccacnekabe 5, 685 
I Re sane ce len iets ei 4, 912 
July i, OE See 4, 391 
CR ee SN ee 3, 746 


Complement of 

cadet midshipmen 
nh he SES eee oer 2, 461 
8 ee ee Se eae 1, 782 
og eee ee ee 11, 496 
ee 1 1, 266 
ee a eo enh alee 11, 136 
Se ee ee 11, 448 
euny A, BORO. 654... eles kine 11,273 
Ee aes oe re 11,413 
ee ere 11, 219 
ef, AE «ath bSiesin dite ck nes 11,105 
Pee Ey ROMs a cok bencadapbsc< 1997 
Sy SW ee acd colnet 1938 
ND re tem 1985 
AES 9, BOD a Sk lclc adh oh ene 1895 
a OSE Giese 1928 
Pe. We, PO cba cine cha tes 1650 


sian classes include 664 Filipino and 96 Latin American cadet midshipmen from Jan. 1, 1947, to Feb. 26, 


1954 


The following are the number of men graduated by year since establishment of 
the United States Merchant Marine Academy in 1938: 


Graduates Graduates Graduates 
a 10} 1945... ee. 6. ee ee 225 
1939____ CST eee... ok < : 770 t LO ods Stk ksue 270 
1940____ yee fee Grae eeeesco. antec. 96 
| eS eee LEO) G08 2x. ...-% 298 —_—- 
ee BFR OR ase cstkam oh. 216 2 O0taL..... 10, 350 
CS ane . 1,164] 1950 A 1 Ses 352 
i acre crect ata uadieece o, ORT RE Sen o Sb eee 306 

The number from each State are listed below from 1938 to date: 

a a TD 3: os des clk ses dota tn od we = m 377 
ee ee A Re ae SS eee 68 
eee tt of 2 ee oepemes > ae ait ap cpap aes 74 
Ce boi LS 1, 283 | Pennsylvania. ............... 884 
te AS Pg Se ee a ee 66 
(ES ERE IT Bae COUtn UATGINB.... oon. cceceen 41 
UN me UCC SION gk enews 13 
District of Columbia________-- gh, Ae ee eee 67 
EN Fe ee ee ced ee NE ic cc acundkin awecdines 203 
EL FER I a i nS 32 
a a Re I a 19 
Illinois SE he chiaten tee ahi ee ee ne 195 
I =o 02) be A Ser weeemieton. oes ele 166 
DNs dct ee Ss CPt Went Varin nck ci cicedcns 55 
0S Sa Se ee Se i i 143 
a ie ae 6 
ee aay} ee eee 12 
De eA re el. te a eee elie whie.ale 6 
DeMWONIE: 20h. 5. Licata Stinks ot} Re epee eee 21 
Massachusetts. ............-- SU Sl oi rn ee ole 37 
TOU a eae ole  — a eS 82 
ee ate STR fF cttscodbeumen ened a 1 
pee Ek oe isk oe pone... So. a dl clo 1 
DRIES, © 128 5, dc danba de 3k) Oe a, See 1 
NR ng, dccatnccs ocintawtkn IR RB oo nuk waccewwe 1 
UO i oa I il I A a cts tala snakes tnieisinmws 1 
Re ee. ocak a 1 
New Hampshire__--_----- ssiemil akc ee PONS ok 5 nop cl nccwesen 1 
I oi eine oily. eee aes eee 1 
J OO ae 2 Neste Bed oie o tivo ccnwsew 1 
eunee 2, 430 
North Carolina.............. 119 aii Kian tts wpe 10, 350 


DeOGtE SION sk cicmiinaceunwse 12 
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Senator Smira. Thank you very much, Mr. Hemmick. 

That bell is for a vote. I will now go up to vote. We will recess 
very briefly, and I will be back. 

(Brief recess. ) 

Senator Smirx. We will come to order. 

We will hear next the Honorable Ralph A. Leavitt, president of the 
board of trustees, Maine Maritime Academy. 

We are glad to see you. I do not know of anyone who knows 
more about the State academies than you. 


BOARD OF TRUSTEES, MAINE MARITIME ACADEMY 


STATEMENT OF RALPH A. LEAVITT, PRESIDENT 


PREPARED STATEMENT 


Mr. Leavirr. Thank you. Now knowing that you were going to 
be in the chair, but thinking it would be Senator Bridges or Senator 
Saltonstall, and knowing that you all three know more about this 
than I do, I will not bore you with a lengthy statement, so I have 
written a very short statement here which I would like to have put in 


the record. bai 
Senator Smirx. Without objection, it will be placed in the record. 


(The statement referred to follows:) 


STATEMENT OF Raupu A. Leavitt, PRESIDENT OF THE BoaRD OF TRUSTERs, 
Marine Maritime Acapemy, Re APPROPRIATION TO Srate Maritime 
ACADEMIES 


The President’s budget has set up a sum of $660,000 to be used to benefit the 
State maritime academies for the fiscal year 1954-55. As chairman of the board 
of trustees of the Maine Maritime Academy, I have been authorized by our 
board to state that we are satisfied with the amount of money which will come 
to us as our share of this sum. 

There has been a great deal of discussion during the past few years and especially 
during the last year, relative to the importance of training young men to become 
officers in the United States merchant marine. It is my opinion that an industry 
as important to the healthy operation of our country must have new young 
men constantly being added to the operational force. The running of our mer- 
chant marine is primarily a young man’s job and each year is becoming more 
and more technical, needing young men freshly out of school who have had an 
opportunity to learn the latest technical developments. Every profession in 
this country has learned that to have competently trained new personnel, it is 
necessary for them to have learning which they can only obtain in schools, so 
that they will not only know how to do a job but know why the job has to be 
done. The maritime academies furnish, I believe, the right mixture of technical 
and practical education to make a good officer, and I believe these officers are 
needed in our merchant marine. 


GENERAL STATEMENT 


Mr. Lzavirr. I would like to add this comment. I am very glad 
to see that Admiral Knight is here, and I agree with his statement 
almost entirely. 1 think it is a very fine statement. The object of 
these schools is to give us a stronger merchant marine, and not have 
schools. Schools are secondary. The merchant marine is the one 
issue, but I do not believe we can have a strong merchant marine unless 
we train these boys to go to sea and be good officers. The ships are 
too complicated nowadays not to have them. 
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Furthermore, despite the fact there may be times that we think we 
do not need as many boys because of the employment situation, 
nobody in the world can tell what the employment situation is going 
to be 3 years from now. These boys that we are taking in now will 
graduate then. Even if we do train 3 or 4 more than are necessary 
3 years from now, we may not have enough 4 years from now because 
the situation as we know can change in a few minutes. So we have 
to keep these schools going and we have to keep the training going, 
even if in some one particular year we may train a few extra. 

So far we have been able to place most of the graduates from all the 
schools. From our own school we place them all. I do not think the 
other schools have had as much difficulty as some of our enemies 
might say 

1 thank you very much for having us here and giving us the oppor- 
tunity of being with you and telling you that we are in accord with 
the President’s budget, and we will try to get along with the amount 
of money which is set up in it. 

Senator Smirax. How many students are there now in the Maine 
Academy? 

Mr. Leavirr. We have about 210. 

Senator Smrra. Can you take care of all who apply? 

Mr. Luavirr. We so far have been able to take care of most all who 
qualify. That is taken care of by either raising the level or lowering 
the level. This year we might make the line at 105 1I.Q. Next year 
we might have so many come in that we might raise it up to 110, if we 
can take 80 or 90 boys. On the other hand, if we have 100 boys apply 
with 110, we most probably would squeeze them in rather than cut 
off a boy as desirable as that. But when we have 85 or 90, we begin 
to get down into 102 and 103 I. Q., and we may cut off short then. 

Senator Smira. We go through this each year coming in asking 
for the appropriations and the school to be extended. Would there 
be any economy if we had some specific time for them to run and 
appropriate from year to year without concern about losing them? 

Mr. Ledvirr. I think this should be done. I think that the 
evaluation of the program should be based 4 years ahead instead of 
now. In other words, appropriations should be that when we take 
boys in this year, we should know that the school is going to con- 
tinue until they graduate. If Congress next year, ‘for instance, 
decided that they thought there should be a termination of part of 
a program, they should be talking about the termination of the 
program 4 years ahead, and giving us 4 years to stop instead of 
cutting right off in the middle of a career. 

Senator Smirxa. I hope that would be so. It seems to me it would 
lead to some stability. 

Mr. Leavirr. When a boy entered the school, he would know that 
he would graduate. 

Senator Smirx. And there would be some economy. 

Mr. Leavirr. Yes. 

Senator Smirx. Do you want to state for the record who is here 
with you? 

Mr. Leavirr. Mr. Huff, the executive secretary of the school, and 
I think he would like to say 1 or 2 words. 

Senator Smirx. Mr. Huff. 
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NEED FOR OFFICER TRAINING 


Mr. Hurr. There is little left to say except for what Mr. Leavitt 
said. 1am president of the alumni association of the Maine Mari- 
time. Their views are that we are part of the school, and we think 
there is a definite need for officer training. We are not overtraining 
All of our graduates that want to go to sea are going to sea. They 
have always had the opportunity to get a job. Over 54 percent of our 
graduates have served active duty in the Navy. We agree with the 
statements made here today. 

Senator Smiru. Thank you very much. Could you give us for the 
record how many students come into Maine from other States? 

Mr. Leavirr. We have averaged between 20 and 25 percent since 
1941. 

Senator Smiru. Do they come from States that do not have schools? 

Mr. Leavirr. Mostly. I will admit that we have a few that come 
from Massachusetts and from New York. Mostly we have them 
coming from New Hampshire, from Vermont. We have some from 
Illinois. We have one from the Panama Canal Zone. We have had 
several from Georgia, some from Virginia, Michigan. There is a 
pretty wide range. 

Senator Smirn. How are you making it with your new training 
ship? 

Mr. Leavirr. She is the most beautiful ship that was ever put 
into training, I believe. 

Senator Smiru. It is all satisfactory? 

Mr. Leavirr. Give us another year, and we will have her brushed 
up so that the whole merchant marine will be proud of her. 

Senator Smita. Thank you very much. Iam very much interested 
in the Maine Academy, and proud to have it there, and I hope it 
will continue, speaking for Maine. 

How do the operating costs of this ship compare with the operating 
costs of the old ship? 

FUEL CONSUMPTION 


Mr. Leavirr. Our fuel consumption is down about 10 cents a mile 
from the old ship. 1 think her overal] operation will be less than 
it was in the old ship, and it was very much less than it was back 
in the AK-8 type of boat. 

Senator SmirH. Can it pay for itself finally? 

Mr. Leavirr. It is like the Capitol here. I do not know that the 
Capitol will ever pay for itself. It is certainly serving economically 
the function for which it has been constructed. 

Senator Smita. Thank you very much. 

We will recess a few minutes to wait for a witness who has been 
delayed. 

(Brief recess. ) 

Senator Smirn. The committee will come to order. Senator, we 
are very glad to see you. The Honorable Herbert O—Conor, repre- 
senting the American Merchant Marine Institute in Washington, is 
that right? 
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AMERICAN MERCHANT MARINE INSTITUTE, INC. 
STATEMENT OF HERBERT R. O’CONOR, WASHINGTON COUNSEL 
GENERAL STATEMENT 


Mr. O’Conor. Yes, Senator Smith, I am extremely happy to find 
myself before a committee over which you are presiding. I would 
like with your permission to file for the record a statement embodyin 
our views on various aspects of the particular problem. Then if 
may, I want to supplement it just by some brief statements, because 
I realize full well that you have already manifested your knowledge 
of the maritime merchant marine situation generally and have acted 
in accordance with it so recently as the third supplemental appropria- 
tion bill. It is unnecessary, therefore, to go into a number of details 
which we think provide justification for the request made by the 
President of the United States, supported by the Federal Maritime 
Board, and, of course, approved by the Bureau of the Budget, and 
which also has been supported by the special Senate Subcommittee 
on Water Transportation. So we are in full accord with all that has 
been requested by the individuals and the agencies to which I have 
just referred. 

Specifically we desire to ask your favorable consideration of the 
President’s request for the $85 million which was included in the 
budget as submitted by him, representing the payments required for 
past due operating differential subsidies as well as for current obliga- 
tions in that respect. 


BREAKDOWN OF REQUEST 


If permitted, I might just break down the request in this way. In 
the budget presented by the President, there was included $20,400,000 
for oper ating differential subsidies covering the period from 1947 until 
and including 1950. Then for the period from 1950 to 1953, there was 
included $18,600,000, the sum total of those 2 figures aggregating 

39 million, all of which were foreclosed and past due accounts. 

Then in the budget there was included a sum of $46 million for 
operating differential subsidies for the current calendar year of 1954. 
The House in its consideration of it saw fit to decrease by a round 
figure of $30 million the President’s request. 

May I just cite 1 or 2 reasons and proofs, as we consider them to be, 
in support of the P resident’s position. They will, I am sure, already 
have been made known to you. These reasons were pointed up so 
recently as last Monday, a week ago yesterday, when the Under 
Secretary of Commerce, Mr. Robert Murray, appeared before the 
Senate Subcommittee on Interstate and Foreign Commerce, just two 
flights above, and went on record formally after a year’s study of the 
maritime situation throughout the United States. He laid down 
reasons why the payments, such as provided for in the President’s 
request, are absolutely imperative if the merchant marine is to be kept 
in existence and is to be successful. 

In doing so he pointed out why it is necessary to provide parity 
for American-flag ship operators in order that they can compete in 
world trade with the flagships of other nations of the world. He made 
reference to one fact, I think, which points out unmistakably the 
soundness of the administration’s position in this respect. 
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He said, for example, that if an American shipowner is required 
under standards laid down for him by the Federal Maritime Board 
to operate an American-flag ship with American seamen of 51 men, 
that operation will cost him $20,800 monthly in wages. At the same 
time, if a British shipowner sailing the British flag with a European 
crew of similar size, 50 men, were to operate a ship of the same size, 
it could be operated for only $4,700. In other words, the difference 
between the American ship maintaining American standards, which 
our shipowners may not depart from in order to earn the subsidy 
which is provided, is that it will cost the American shipowner more 
than four times as much to operate his ship, not because of conditions 
which the shipowners desire or have created, but conditions to which 
they are required to live up to in order that American standards may 
be continued. 

PAST DUE OBLIGATIONS 


As I undertook to say, a large portion of the provisions in the 
President’s budget are for past due obligations, running back for some 
7 years. In that connection I, of course, must say that it is self- 
evident that these moneys have already been disbursed by the Amer- 
ican-flag ship operators, the wages have been paid to American seamen 
under the agreement that was entered into between the Federal Gov- 
ernment and the respective shipowner, and indeed, the shipowners 
have been already required to pay income taxés upon the amounts 
that are in question here. We think that it would be a backward 
step if the reduction already made by the House were allowed to 
continue, because it would certainly represent the repudiation by the 
Federal Government of its contractual obligations assumed and which 
have been carried out in every detail on the part of the shipowners. 
Of course, if there is any question about a specific bill or a specific 
charge, the General Accounting Office is prepared to give attention 
to that in its very thorough and careful and painstaking manner. 

All of these trips have, of course, been required under the schedules 
approved by the Federal Maritime Board. 

Senator, if I may just in 2 or 3 other respects make mention of other 
phases of the general problem, all of which is set forth in the lengthier 
statement, I would like to point to the question of recoveries under 
war risk insurance under the bill which we think will do violence to 
a measure which was just passed by the Senate only a few days ago, 
or rather on April 19, to be specific. 


WAR RISK INSURANCE BILL 


The war risk insurance bill, which was S. 1878, passed the Senate 
unanimously, and the provisions which are in this bill would virtually 
undo the action of the substantive bill already passed. 

In the second respect, there is a clause in the pending bill before 
the Senate Appropriations Committee which would limit the number 
of voyages to 1,600, and would include also other provisions which 
we think are unnecessarily restrictive. If allowed, this substantive 
law which is attempted to be written into the appropriations act, 
would interfere with the authority of the Federal Maritime Board. 
We think the Federal Maritime Board which is the agency specifically 
empowered and authorized to supervise and control the activities of 
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the various ship lines ought to be the one left with final authority to 
designate the number of voyages which necessarily are to be made. 
We are not prepared to say that one number is better than another. 
We do think that the Federal Maritime Board is the one that ought 
to pass upon that rather than to have it written into legislation. 

Indeed, if this provision were allowed to remain in, it would prevent 
from being put into effect the recommendation of Under Secretary 
Murray when last week he suggested that the United States flagships 
should be enabled to carry at least 50 percent of the cargoes from this 
country in order that they may be successful. 


FUNDS FOR MARITIME TRAINING 


The last observation which I should like to make is that we applaud 
the inclusion in the act as passed by the House of the sums of the 
funds for maritime training in order that there can henceforth be 
available properly trained men to man the ships of our country. Those 
funds we think are adequate as the bill has passed the House, and our 
only observation in that connection is that the funds for maritime 
training should be continued as they are now in the bill. 

Senator Smirxn. Senator, the statement which you have presented 
will be included in the record in addition to what you have already 
stated. “ 

Mr. O’Conor. Thank you. 

(The statement referred to follows:) 


STATEMENT OF Herrert R. O’Conor, Wasuineton CounseL, AMERICAN 
Mercuant Marine Institute, Inc. 


My name is Herbert R. O’Conor. I am Washington counsel of the American 
Merchant Marine Institute, Inc., 11 Broadway, New York City, and 1701 K 
Street NW., Washington, D. C. The institute represents American owners of 
American-flag oceangoing ships totaling more than 9 million deadweight tons, a 
substantial majority of the American merchant marine of all categories. 

I am appearing here today in connection with the maritime activities section of 
the Department of Commerce appropriation and wish to place squarely upon the 
record the support of the American Merchant Marine Institute for the full amount 
of the President’s request of $85 million for operating differential subsidy, to cover 
the obligations of the Government for accrued and past-due operating differential 
subsidy, as well as for amounts to become due during calendar year 1954. 

Although the obligations of the Government under contracts duly made and 
entered into total $85 million, ($20.4 million in respect of voyages sailed by 
American-flag shipping lines during 1947-50, $18.6 million for the years 1951-53, 
and $46 million to cover voyages sailed and which will be sailed during calendar 
year 1954), the House of Representatives reduced this appropriation by $30 
million. 

As you know, the American-flag shipping companies must bear labor and 
other costs which are in line with, and controlled by, our high American standards 
of living. In many instances our American lines are, as a consequence, unable to 
compete with low-cost foreign-flag shipping unless the Government equalizes 
the tremendous disparity which now prevails between American-flag and foreign- 
flag ship operating costs. To illustrate, I need only quote from the very recent 
testimony of Under Secretary of Commerce Robert B. Murray, Jr., before the 
Water Transportation Subcommittee of the Senate Committee on Interstate and 
Foreign Commerce on May 3, 1954: 

‘*Wide cost disparities in the operation and construction of United States-flag 
ships as compared with foreign ships intensifies the problem of keeping a merchant 
fleet and shipbuilding industry at levels adequate for national requirements. * * * 
Operating cost differences are also substantial, particularly wage costs. For 
example, latest figures accepted by the Federal Maritime Board show that a 
United States-flag ship manned by 51 men had a monthly wage cost of $20,800. 
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If manned under Pritish practices with a European crew, the same ship would have 
had a monthly wage cost of only $4,700.” {icmphasis added ] 

The operating-differential subsidy for which the President has requested the 
$85 million appropriation is both intended and necessary to place the American 
berth line common carriers on a parity with their low-cost foreign competitors 
The statutory basis for the long-term contracts entered into between the Govern 
ment and many of our American berth lines operating regularly scheduled service 
in the foreign commerce of the United States is contained in title VI of the 
Merchant Marine Act of 1936. 

These contracts provide for repayment to the contracting ship operator of 
sums of money which he has already disbursed to American seamen employed o1 
his American ships for the costs of American materials in excess of the costs of 
his foreign competitors or the much lower costs he would have if he were operating 
his ships under foreign flag. There can be no profit to the American shipowner in 
the reimbursement of out-of-pocket excess expenses already incurred, and which 
he need not incur at all if her operates foreign-flag ships This is not a “‘subsidy”’ 
in any sense of the word. ‘‘Parity’’ in costs carries with it no guaranty of profits, 
and if there are to be any profits, they must be made in competition with foreign 
shipping, which has every advantage that the American has and none of the 
disadvantages 

The Merchant Marine Act of 1936 is the Magna Carta and foundation of the 
American merchant marine, which has been of such invaluable assistance in three 
major military operations fought by the United States during the past quarter 
century. The act of 1936, by its provision for long-term operating-differential 
subsidy contracts, is a carefully considered recognition that the industry must have 
long-term economic stability if it is to survive in its constant struggle against 
low-cost foreign competition And, unless the merchant marine can survive 
during times of peace and worldwide shipping slumps, it cannot be available to the 
American people in time of crisis and war 

The $30 million reduction made by the House in the President’s budget request 
affects primarily the subsidized lines, which are now furnishing, and have long 
furnished, the regular transportation service which is the consideration for the 
operating subsidy payments. The threatened failure to provide for the Govern- 
ment’s payment of its obligations to the American shipping companies which have 
performed their part of the bargain has, however, an equally adverse impact upon 
the entire American merchant marine. Stability of a long-term American mer- 
chant marine policy is the heart of our substantive legislation. Prompt payment 
of the Government’s obligations in the fulfillment of this policy is equally essen- 
tial. We, therefore, respectfully urge that your committee take appropriate 
action to restore the amount of this item to that which the President has stated 
is necessary to meet past-due obligations and those which will fall due during the 
coming year. 

With your permission, 1 should also like to address myself to three other 
aspects of H. R. 8067 insofar as it relates to the heading ‘‘ Maritime activities’’: 

1. Recoveries under war-risk insurance —A provision contained in H. R. 8067 
under the heading ‘‘War Shipping Administration Liquidation, Treasury Depart- 
ment,’’ states that: 

“No money made available to the Department of Commerce, for maritime 
activities, by this or any other Act shall be used in payment for a vessel the title 
to which is acquired by the Government either by requisition or purchase, or the 
use of which is taken either by requisition or agreement, or which is insured by 
the Government and lost while so insured, unless the price or hire to be paid 
therefor (except in cases where sec. 802 of the Merchant Marine Act, 1936, as 
amended is applicable) is computed in accordance with subsection 902 (a) of said 
Act, as that subsection is interpreted by the General Accounting Office.” 

In case of war or emergency the Government takes over privately owned 
American-flag shipping by 1 of 3 methods. It may requisition a vessel either 
(1) by assuming ownership, (2) by chartering the vessel from its owner, or (3) by 
leaving the vessel in private ownership and operation but otherwise controlling 
its use. 

In time of emergency, the insurance presently written by private marine 
insurers to cover vessels for war-risk loss or damage expires within 48 hours after 
the outbreak of major war. Under such circumstances, no prudent private ship- 
owner would risk operating his vessel without such coverage. The Government, 
therefore, has found, and still finds, it necessary to provide war-risk insurance 
in order to make possible the utilization of the many vessels which will remain 
under private ownership. Such war-risk insurance was made available during 
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World War II and again after the outbreak of hostilities in Korea. The law 
currently providing such insurance, Public Law 763, approved September 7, 
1950, is designated as title 12 of the Merchant Marine Act, 1936, as amended. 
Section 1209 of this act provides that the amount of claim paid under the act 
“shall not exceed the vessel’s fair and reasonable value as determined by the 
Federal Maritime Board.” Section 1212 of this act provides, however, for court 
review in event of a disagreement over a loss or claim. 

An owner, in order to obtain war-risk insurance from the Government is 
required to agree to accept the amount of loss payment that the Government is 
authorized to pay, which, under the terms of the proposed language, would be 
restricted to just compensation as provided by section 902 (a) of the Merchant 
Marine Act, 1936, as that subsection is interpreted by the General Accounting 
Office. In other words, he would thus be required to waive his rights to judicial 
review of his claim as provided for in section 1212 of the Merchant Marine Act of 
1936, as amended. In our judgment, a statutory requirement, whether in an 
appropriation act or a substantive statute, that any provision of law must be 
interpreted and applied by the courts as a particular Government official may see 
fit to construe it, establishes a dangerous precedent. Courts of the land are the 
prover judicial instrument to render binding interpretations of law. 

Further, the proposed language violates a fundamental concept of insurance in 
that it requires the payment of premiums on a policy value of a ship which value is 
not determined at the time of issuance of the policy and remains undetermined 
until after the loss has been incurred. The final value determination so far as 
this approvriation language indicates, may bear no reasonable relationship to the 
amount of the premium paid. It should be noted at this point that premium 
payments by private owners for war risk insurance during World War IT not only 
were sufficient to cover claims paid and administrative costs but left the Govern- 
ment with a surplus of avproximately $100 million. 

The Senate on April 19, 1954, passed S. 1878, a bill which would supersede this 
provision. This bill, frecuently called the war-risk insurance bill, provides, in 
effect, that notwithstanding the appropriations limitations referred to above, 
the payments for actual or constructive total loss of vessels insured under title 
XII of the Merchant Marine Act of 1936 shall not exceed the amount that would 
be payable if the vessel had been requisitioned for title under section 902 of the 
act at the time of the attachment of the insurance under the war-risk policy. 
In other words, by this legislation, which the Senate has passed, the ultimate 
limitations on war-risk insurance payments is section 902, as construed by the 
courts, not the Comptroller General. Since the Senate has already acted upon 
this question by substantive legislation, we respectfully submit that the appro- 
priation act should be brought into line with it by deletion of the limitation 
clauses which would, in any event, be overridden by 8. 1878 when passed by the 
House and signed by the President. 

2. The limitation of subsidized voyages.—The proposed appropriation for 
operating-differential subsidies for fiscal 1955 contains the following proviso: 

«* * * That no part of the foregoing appropriation shall be available for 
obligation, nor any obligation made, for the payment of an operating-differential 
subsidy for any number of voyages, during the current fiscal year, in excess of 
sixteen hundred, which number shall include the number of voyages under 
contracts hereafter awarded and of which one hundred shall be for operators who 
have not held contracts prior to July 1, 1952.” 

The American Merchant Marine Institute urges that the limitation contained 
in this proviso be deleted because, in effect, it negates the national maritime policy 
as set forth by the Merchant Marine Act of 1936 and as reiterated in the Merchant 
Ship Sales Act of 1946. The declaration of policy of the Merchant Marine Act 
(see. 101) calls for a United States merchant marine capable of carrying a sub- 
stantial portion of our export and import trade and capable of providing adequate 
shipping services on all routes essential for maintaining the flow of o»r domestic 
and foreign waterborne commerce. A substantial portion has generally been 
interpreted to mean at least 50 percent. Presently, we are carrying less than 30 
percent of our dry cargo export and import trade. 

Today we are faced with sharp increases in the amount of foreign-flag competi- 
tion and pointed evidence of our growing inability to reach the 50-percent goal of 
the 1936 act. In part, this is due to the multitude of aids given foreign fleets by 
their respective national governments, and, in fact, to substantial aid given by 
American taxpayers to foreign governments for the rehabilitation of their com- 
peting fleets. It appears to us, therefore, that this is a most unpropitious time in 
which to limit subsidized voyages by statutory requirements and thereby to 
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deprive the appropriate administrative agency of the flexibility which is essential 
if we are to reach our declared national maritime goals. Therefore, we respect- 
fully urge deletion of this voyage limitation. 

3. Funds for maritime training.—Our organization represents, as noted, the 
owners and operators of a substantial majority of all United States flag ocean- 
going ships. We are naturally proud of our principals’ achievements in developing 
and maintaining our merchant marine for service in both peace and war. We 
recognize also that the men aboard our ships are equally vital parts of our mer- 
chant marine. Our ships can be no better than the men who man them. In 
recognition of this, the Merchant Marine Act of 1936 provides in section 101 that 
the United States man its ships with a “trained and efficient citizen personnel.” 
Further, section 216 provides a mechanism by which such training should be 
established and maintained. 

That training program has been in operation for about 15 years and no one 
can deny the vital purpose it has served and served well. 

Even barring defense considerations, the Government has, over the past decade, 
undertaken to provide trained personnel, licensed and unlicensed, to help over- 
come in part, at least, the high rate of attrition traditional in maritime employ- 
ment. ny cut in the flow to ships of skilled personnel lays the groundwork for 
regression to the low-caliber personnel inadequately trained and poorly disciplined 
which characterized maritime employment years ago when ships were simpler and 
personne! skills required less highly developed than today. 

We were, therefore, gratified by the action of the House in approving the 
appropriation of funds necessary for a continuation of these programs in the 
coming fiscal year. We urge the retention of these funds by the Senate. 


HOUSE APPROPRIATION 


Senator Smirx. As | understand the 1955 estimate is $85 million, 
and the House appropriation is $55 million, $30 million less. 

Mr. O’Conor. That is right. 

Senator Smirx. There has been an appeal for that $30 million, and 
testimony has been taken 

Mr. O’Conor. That is right. 

Senator Smirx. Will you tell me if you did not, the percentage of 
that $85 million that will take care of past debts? 

Mr. O’Conor. Yes. It is $39 million as against $46 million. 
That is $46 million for current and prospective obligations and $39 
million for past due and completed obligations. It is not quite 50 
percent. 

Senator Situ. In your statement on page 6, do you have any 
specific recommendations in the number of voyages? 

Mr. O’Conor. Senator, we have given a great deal of thought to 
that, and frankly we find it impossible to designate an absolute limit 
on the number of voyages. We do think that the proper way is to 
leave the authority in the Federal Maritime Board. We have absolute 
confidence in them. Looking forward for a year, not knowing what 
world trade is or will be 6 months hence or a few months hence, we 
think it is the part of wisdom to allow the Federal Maritime Board 
continuingly to watch and observe the ups and downs of world trade 
in order that they can restrict the number or increase the number as 
world conditions warrant. We do think it calls for continuous 
supervision, and with the Federal Maritime Board, which is vested 
with the proper authority, we think it is the proper way to do it. 

Any arbitrary fixation of number we think will unnecessarily impede 
the operation of the merchant marine generally because it is hoped— 
and the President just in the very recent past, concurring in Under 
Secretary Murray’s recommendation, said he hopes more and more 
use will be made of the American merchant marine in order to render 
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them successful and in order to give them the benefit of the appropria- 
tions that are made for foreign countries. So we think that the 
better way would be to leave it within the discretion of the Federal 
Maritime Board. 

Senator Smurru. There have been some proposals for a change; have 
you any opinion? 

Mr. O’Conor. No, it has been under discussion, as you properly 
say, and our Board has had it up. Incidentally, in that connection 
there is the study that is now being undertaken by the Department of 
Commerce to determine just what might be done following the sub- 
mission of the Randall Commission report. The President, as you 
of course so well know, authorized Commerce to undertake that study. 
We think—with the completion of the study—we think we will make 
a specific recommendation which we expect and hope to do. 

Senator Smrra. Thank you very much, Senator O’Conor. We hope 
you will come back again. 

Mr. O’Conor. Thank you, indeed. 


COMMUNICATION 


Senator Smrrx. | would like to insert in the record a letter dated 
May 7, 1954, from the national security commission of the American 
Legion, Henry C. Parke, chairman, of Brooklyn, N. Y., without 
objection. 

(The letter referred to follows:) 


NATIONAL Securiry CoMMIssion, 
Tue American LEGION, 
NATIONAL Mercuant Marine ComMMIrrer, 
May 7, 1954 
Hon, Srytes Bripaps, 
Chairman, Senate Appropriations Committee, 
Washington, D. C. 

Dear Senaror Brinacgs: I appreciate the opportunity extended by your com- 
mittee to appear in support of H. R. 8067. As chairman of the merchant marine 
committee of the American Legion I have been privileged on numerous occasions 
to express to the committee of the Congress the support of the American Legion 
for a strong and adequate merchant marine suitable for our commerce and ade- 
quate for national-defense needs. In this instance I think our views can be ade- 
quately presented without the necessity of personal appearance and I respectfully 
request that this letter be made part of the record on this bill. 

The American Legion has for many years at our annual conventions adopted 
resolutions supporting the objectives of the Merchant Marine Act of 1936. That 
act provides for the payment of operating-differential subsidies to steamship lines 
serving essential trade routes under contract with the United States Government. 
We have for many years accepted the need for such Government aid in order to 
lace American shipowners on an equal competitive basis with foreign-flag lines. 
Kintastenetehe and for a number of reasons there have been delays in computing 
the amount due the steamship operators under these contracts and as a result 
the Congress has in the past years appropriated only the amount which the 
Maritime Administration was prepared to process. This amount because of in- 
adequate internal procedures was always less than the amount due and payable. 
As a result there is now a substantial backlog of operating-differential subsidies 
which combined with increasing American costs has made it necessary to request 
more funds for this purpose than heretofore. 

The administration has requested $85 million for the payment of operating- 
differential subsides in the fiscal year 1955. We understand that the House of 
Representatives has reduced this amount to $55 million. The American Legion 
subscribes to the view that the United States Government should fulfill this con- 
tractual obligation and we further submit that payment of operating-differential 
subsidies is a sound investment in the security in our Nation. 
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For these reasons we respectfully urge that the Senate Appropriations Com- 
mittee approve $85 million for this purpose. Such action will assist the Maritime 
Administration to operate on a businesslike basis and we believe will help to give 
stability to the maritime industry, which it has unfortunately long lacked 

tespectfully yours, 
Henry C. PARKE, 
Chairman, National Merchant Marine Committee National Security 
Commission, The American Legion. 


Senator Smira. We will recess briefly for the next witness. 

(Brief recess.) 

Senator Smrru. The committee will come to order. We will hear 
George W. Morgan, representing the Association of American Ship 
Owners of New York. Is that correct? 


ASSOCIATION OF AMERICAN SHIP OWNERS 
STATEMENT OF GEORGE W. MORGAN, PRESIDENT 
PREPARED STATEMENT 


Mr. Morean. That is right. 

Senator Smita. Do you have a statement? 

Mr. Moraan. I have a prepared statement. 

Senator Smiru. Would you like to read it or highlight it and include 
it in the record? 

Mr. Moraan. I would like to read most of it if the full text could 
go in the record. 

Senator Smirx. That is right. 

(The statement referred to follows:) 


STATEMENT OF GEoRGE W. MorGan, PRESIDENT, ASSOCIATION OF AMERICAN 
Sauipe Owners 


1. WAR-RISK INSURANCE RIDER IN H, R,. 8067 


My name is George W. Morgan. I am an attorney at law and am president 
of the Association of American Ship Owners, which has offices at 90 Broad Street, 
New York, N. Y., and at 1621 K Street NW., Washington, D.C. Our association 
is composed of some of the oldest and best-established companies operating Ameri- 
can-flag ships. None of them has received any subsidy under the Merchant 
Marine Act, 1936. They are engaged in both the foreign and domestic trades. 

My first purpose is to urge the elimination from the fiscal 1955 appropriation 
item for the Maritime Administration of the legislative rider which first appeared 
in the Third Supplemental Appropriation Act for fiscal year 1951 and subsequently 
was included in the Independent Offices Appropriation Acts for fiscal 1952 and 
1953, and in the Departments of Justice, State, and Commerce Appropriation Act, 
1954. It appears in the pending bill beginning at page 36, line 20, and runs 
through line 5 on page 37. It reads as follows: 

‘‘No money made available to the Department of Commerce, for maritime ac- 
tivities, by this or any other act shall be used in payment for a vessel the title to 
which is acquired by the Government either by requisition or purchase, or the 
use of which is taken either by requisition or agreement, or which is insured by the 
Government and lost while so insured, unless the price or hire to be paid therefor 
(except in cases where section 802 of the Merchant Marine Act, 1936, as amended, 
is applicable) is computed in accordance with subsection 902 (a) of said act, as 
that subsection is interpreted by the General Accounting Office.” 

I also want to urge that there be inserted in the 1955 Appropriation Act, 
language repealing the rider as it appears in the four acts cited above, at least 
insofar as its prospective application is concerned. This seems important because 
in our judgment use of the language “by this or any other act” has had the effect 
of making the rider permanent law. 

First, 1 should like to state as briefly as possible the nature of the problem that 
has arisen as a result of the rider. The war risk insurance title added in 1950 
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(Public Law 763, 81st Cong.) to the Merchant Marine Act, 1936, was enacted to 

rovide standby authority for the Government in the event of an emergency to 
insure merchant vessels against war risks. Present commercial insurance policies 
provide for automatic termination in the event of the outbreak of war between 
any of the four great powers named, as France, Great Britain, Russia, and the 
United States. nsequently, on the outbreak of such a war, shipowners would 
quickly lose the protection they now have and, in order to assure continued 
operation of merchant ships, the Government proposes to write the insurance 
that private underwriters are unwilling to provide. 

With respect to the amount of coverage to be made available, the war risk 
insurance title provided: 

“With respect to any vessel which is insured under the provisions of this act, 
the amount of the claim adjusted, compromised, settled, adjudged, or paid shall 
not exceed the vessel’s fair and reasonable value as determined by the Federal 
Maritime Board.” 

The theory behind this language was that determinations of fair and reasonable 
value are judicial in nature, that in the first instance they should be made by a 
quasi-judicial body and that they should be subject to court review. 

The situation became confused and complex when the rider was originally 
incorporated in the Third Supplemental Appropriation Act, 1951. 

In an effort to conform applications for war-risk insurance coverage to the 
requirements of law, including the rider, the Maritime Administration provided 
in the formal application for insurance and in the binder that the sum to be 
insured may not exceed the lowest of three possible amounts: (1) the vessel’s 
fair and reasonable value as determined by the Federal Maritime Board; (2) the 
maximum sum which the Maritime Administration is authorized to pay under 
any applicable acts of Congress (meaning the rider); or (3) the face value of the 
policy. Since all binders issued so far have been ‘‘open amount” binders with 
no stated sum of insurance, only the first two alternatives apply. 

Thus the shipowner, if he wishes to apply for a Government war-risk binder 
to cover him in the event of hostilities, is required to agree in the insurance 
binder that, irrespective of the premium to be paid, any recovery if his vessel 
is lost will be limited to the amount the Maritime Administration is authorized 
to pay. Thus the shipowner would be required by his contract to waive his 
rights to judicial review of his claim for loss as provided in section 1212 of the 
War Risk Insurance Act, and agree to accept without any appeal a sum to be 
computed some time in the future. 

Under such circumstances, it is doubtful if many shipowners would risk their 
vessels under such uncertain protection for any longer than it would take them to 
get back to a United States port. 

Last year former Senator Ball appeared before you in behalf of our association 
and you acted favorably upon his request to delete from the 1954 appropriation 
measure the language I have quoted. Unfortunately, however, it was reinserted 
in conference. This year the whole matter has been carefully considered by the 
Committee on Interstate and Foreign Commerce, which has reported a bill, 
S. 1878, that will, when passed, assure to shipowners a right to judicial review in 
war risk insurance valuation cases and which will also make it clear that judg- 
ments rendered in such cases by the courts will be payable without regard to the 
limitations contained in the rider that has appeared in the four appropriation acts 
I have mentioned. 

Passage of S. 1878 will do much to clarify the presently confused situation. 
Senator Magnuson presided at the hearings and he submitted the report thereon. 
He also handled the war risk insurance legislation and is thoroughly familiar with 
the problem involved. I should like to offer for this committee’s consideration 
the text of S. 1878, the printed hearings thereon and Senator Magnuson’s report 
(No. 1212). 

You will note that the bill makes specific reference to each of the four appro- 
priation acts in which the rider has appeared, and that it expressly provides that 
judgments of the courts shall be payable without regard to their limitations. If 
the rider were to be included in H. R. 8067 or in any future appropriation act not 
specified in 8. 1878, there would again be doubt and confusion as to whether there 
is legal authority for the payment of judgments. 

Repeal of the rider was advocated in the course of the hearings on 8. 1878 but 
in the report of the Committee on Interstate and Foreign Commerce the thought 
was expressed that the question of repeal should be left to this committee. The 
report did say, however: 

““* * * no good purpose can be served in the future by the perpetuation of the 
appropriation rider. It would now amount to a simple directive to the Secretary 
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of Commerce to carry out the law. It is a basic principle in our law to presume 
that administrative officials will carry out their duties as outlined in the statutes. 
It must be humiliating for the Secretary of Commerce to be singled out among 
all Government officials and to be told by the Congress, in effect: ‘You, Mr. 
Secretary of Commerce, carry out your duties as embodied in the basic laws 
pertaining to the Department of Commerce’.” 

That seems to be a very sound observation and I therefore urge that the rider 
as it appeared in the four appropriation acts be repealed. 


2. SUBSIDY LIMITATION 


While I am before you and have the opportunity, I would like to discuss briefly 
the question of operating subsidies and their effect upon nonsubsidized ship- 
owners in both the foreign and domestic trades. 

In the course of the hearings on the 1954 appropriation, members of this sub- 
committee had brought to their attention the fact that, for subsidized operators, 
the subsidy pays the full difference between foreign and domestic costs, including 
wage costs. In other words, it makes no practical difference how high subsidized 
wage costs go, because the Government pays the increase. In this situation it is 
only human nature for subsidized companies to make generous concessions. 
Presumably they don’t intend to but they do not have the usual incentive that 
exists to resist unreasonable demands. 

Last year there was proposed before this subeommuttee, a proviso that would 
have restored this incentive, at least in part. It would have imposed no limita- 
tion on wages or on collective bargaining. It would only have placed a fair and 
reasonable ceiling on the portion of total wages that the Government would pay. 
Subsiaized owners would have been free to pay anything upon which they might 
wish to agree. But to the extent that their concessions exceeded the fair and 
reasonable ceiling, these concessions woulc be paid from their own pockets and 
not from public funds. 

The situation was clearly set forth in last year’s record before the subcom- 
mittee. Senator Bridges stated the issue and the proposed remedy and asked 
the Department of Commerce to study it and to express an opinion before the 
committee acted on the bill. 

The following colloquy from the record of last year’s hearings pinpoints the 
issue: 

“Senator Dirksen. To make sure that this point is clear in the mind of the 
Secretary, I think the practical logic of it is very obvious. Here is a crew, let us 
say, in the oriental trade, competing with other crews made up of Chinese that 
don’t get much pay. So our crew of seamen will strike for a wage increase. The 
operator may demur and perhaps the spokesman for the crew will say, ‘What are 
you quarreling about? After all, you are going to get a subsidy out of the United 
States Treasury for whatever the difference is.’ 

“So if this thing runs without limitation, the sky finally becomes the limit, 
and there has to be some reasonable, prudent, practical limitation, some guide- 
line or standard by which that thing can be resolved. Otherwise, it gets out of 
hand. 

“Secretary Werks. That is one of the things, Senator, that I think we have 
to take a real hard look at. The situation is exactly as you have stated, as I 
see it. * * +” 

The Senate Committee on Appropriations subsequently received a letter from 
Senator Tobey advising that he had appointed a subcommittee of the Committee 

on Interstate and Foreign Commerce, with Senator Potter as chairman, ‘‘charged 
with the responsibility of — a study and analysis of operating and construc- 
tion differential subsidies.” n his letter Senator Tobev erroneously spoke of the 
proposed subsidy ceiling as one on wages, which it clearly was not. He asked the 
committee to defer action until the Potter subcommittee could complete its study. 
But the subcommittee was terminated and disbanded before it had an opportunity 
even to consider the very serious problem upon which the committee wished to 
be advised. 

This subcommittee also received assurances on the record and by letter from 
the Under Secretary of Commerce for Transportation that the Department was 
making a broad study that would ‘‘emcompass a review of the operating subsidy 

rovisions of the 1936 act.” He too asked the subcommittee to defer action until 
his study could be completed. 

The Under Secretary appointed an Ocean Shipping Panel of the Transportation 
Advisory Council to advise him in connection with his study. The three members 
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of that panel who represented unsubsidized dry-cargo shipping all recommended 
a reasonable limitation on the portion of wages that the Government would 
subsidize. On May 3 of this year the Under Secretary released his report and, 
unbelievable as it seems, he offered no information and no recommendations on 
this important matter upon which the committee wished to be advised. 

On the other hand, a day or so after the Under Secretary’s report was released, 
the Comptroller General issued his Audit Report on the Federal Maritime Board 
and the Maritime Administration for the fiscal years ended June 30, 1952, and 
1953. One of his four recommendations was: 

‘We recommend, in view of the upward trend of operating-differential subsidies, 
that consideration be given to imposing a ceiling beyond which Federal aid w ould 
be extended only upon a showing of financial need by the subsidized operator.” 

Before I close IT want to tell you why this matter is of such vital importance. 
To unsubsidized shipowners it is important because they have to pay whatever 
the subsidized companies pay. It is sometimes said that in collective bargaining, 
unsubsidized companies outnumber those that are subsidized. But there is no 
point in being overly naive. The strength of the chain is the weakest link. 

The matter is also of great importance, I think, to the rapidly increasing number 
of seamen who are “‘on the beach.’’ Not long ago I heard a wise leader of mari- 
time labor say that it was no source of price to him that he was the leader of the 
highest paid group of unemployed men in the country. Ships are being forced 
into layup and men are being deprived of jobs. The public interest requires that 
something be done about it. The Under Secretary of Commerce for Transpor- 
tation has offered no solution. On the other hand, the Comptroller General has. 
I earnestly recommend that this subcommittee, in consultation with the Comp- 
troller General, adopt a subsidy ceiling that will accord with the public interest. 


GENERAL 





STATEMENT 


Mr. Morean. I am an attorney at law and president of the Associa- 
tion of American Ship Owners. None of the members of our group 
receive any subsidies under the Merchant Marine Act of 1936. 

My first purpose is to urge the elimination from the fiscal 1955 ap- 
propriation the item for the Maritime Administration of the legislative 
rider which first appeared in the Third Supplemental Appropriation 
Act for fiscal 1951 and subsequently was included in the Independent 
Offices Appropriation Act for fiscal 1952 and 1953, and in the Depart- 
ments of Justice, State, and Commerce Appropriation Act, 1954. It 
appears in the pending bill beginning at page 36, line 20, and runs 


= 


through line 5 on page 37. It reads as follows: 


No money made available to the Department of Commerce for maritime 
activities, by this or any other act shall be used in payment for a vessel the title 
to which is acquired by the Government either by requisition or purchase, or the 
use of which is taken either by requisition or agreement or which is insured by the 
Government and lost while so insured, unless the price or hire to be paid therefor 
(except in cases where sec. 802 of the Merchant Marine Act, 1936, as amended, 
is applicable) is computed in accordance with subsection 902 (a) of said act as 
that subsection is interpreted by the General Accounting Office. 







REPEAL OF RIDER 





I also want to urge that there be inserted in the 1955 Appropriation 
Act language repealing the rider as it appears in the four acts cited 
above at least insofar as its prospective application is concerned. 
This seems important because in our judgment the use of the language 
by this or any other act has had the effect of making the rider per- 
manent law. 

First, I should like to state as briefly as possible the nature of the 
problem that has arisen as a result of the rider. The war risk insur- 
ance title added in 1950 to the Merchant Marine Act, 1936, was 
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enacted to provide standby authority for the Government in the 
event of an emergency to insure merchant vessels against war risks. 
Present commercial insurance policies provide for automatic termina- 
tion in the event of the outbreak of war between any of the four great 
powers named as France, Great Britain, Russia, and the United 
States. Consequently, in the outbreak of such a war, shipowners 
would quickly lose the protection they now have, and in order to assure 
continued operation of merchant ships, the Government proposes to 
write the insurance that private underwriters are unwilling to provide. 

With respect to the amount of coverage to be made available, the 
war risk insurance title provided 
with respect to any vessel which is insured under the provisions of this Act, the 
amount of the claim adjusted, compromised, settled, adjudged, or paid shall not 
exceed the vessel’s fair and reasonable value as determined by the Federal Mari- 
time Board, 

The theory behind this language was that determinations of fair 
and reasonable value are judic ‘ial in nature; that in the first instance 
they should be made by a quasi-judicial body, and they should be 
subject to review by the courts. 


WAR RISK COVERAGE 


In an effort to conform applications for war risk coverage to the 
requirements of law, including the rider, the Maritime Administration 
provided in the formal application for insurance and in the binder that 
the sum to be insured may not exceed the lowest of three possible 
amounts: First, the vessel’s fair and reasonable value as determined 
by the Federal Maritime Board; second, the maximum sum which the 
Maritime Administration is authorized to pay under any applicable 
acts of Congress, meaning the rider; or third, the face value of the 
policy. Since all binders issued so far have been open amount 
binders with no stated sum of insurance, only the first two alterna- 
tives apply. 

Thus, the shipowner, if he wishes to apply for a Government war 
risk binder to cover him in the event of hostilities, is required to agree 
in the insurance binder that, irrespective of the premium to be paid, 
any recovery if his vessel is lost will be limited to the amount the 
Maritime Administration is authorized to pay. Thus the shipowner 
would be required by his contract to waive his rights to judicial 
review of his claim for loss as provided in section 1! 212 of the War 
Risk Insurance Act, and agree to accept without any appeal a sum 
to be computed some time in the future. 

Under such circumstances, it is doubtful if many shipowners 
would risk their vessels under such uncertain protection for any 
longer than it would take them to get back to a United States port. 

Last year former Senator Ball appeared before you in behalf of our 
association and you acted favorably upon his request to delete from 
the 1954 appropriation measure the language which I have quoted. 
Unfortunately, however, it was reinserted in conference. 


PASSAGE OF §8. 1878 URGED 


This year the whole matter has been carefully considered by the 
Committee on Interstate and Foreign Commerce, which has reported 
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a bill, S. 1878, that will, when passed, assure to shipowners a right to a 
judicial review in war risk insurance valuation cases and which 
will also make it clear that judgments rendered in such cases by the 
courts will be payable without regard to the limitations contained 
in the rider that has appeared in the four appropriation acts I have 
mentioned. 

Passage of S. 1878 will do much to clarify the presently confused 
situation. Senator Magnuson presided at the hearings and he sub- 
mitted the report thereon. He also handled the war-risk insurance 
legislation and is thoroughly familiar with the problem involved. 
I should like to offer for this committee's consideration the text of 
S. 1878, the printed hearings thereon, and Senator Magnuson’s 
report. I will not offer them for the record, because they are already 
printed. 5S. 1878 passed the Senate, April 19, 1954, and is now pending 
before the House Committee on Merchant Marine and Fisheries. 

Senator Smirx. The committee will give them due attention. 
You do not want them included in the record, but only for our study. 

Mr. Moraan. That is right. 

You will note that the bill makes specific reference to each of the 
four appropriation acts in which the rider has appeared, and that it 
expressly provides that judgments of the courts shall be payable 
without regard to their limitations. If the rider were to be inc ‘luded 
‘n H. R. 8067 or in any future appropriation act not specified in 

. 1878, there would again be doubt and confusion as to whether there 
i legal ‘authority for the payment of judgments. 


COMMITTEE REPORT 


Repeal of the rider was advocated in the course of the hearings on 
S. 1878, but in the report of the Committee on Interstate and Foreign 
Commerce the thought was expressed that the question of repeal 
should be left to this committee. The report did say, however: 

* * * no good purpose can be served in the future by the perpetuation of the 
appropriation ridér. It would now amount to a simple directive to the Secretary 
of Commerce to carry out the law. It is a a basic principle in our law to presume 
that administrative officials will carry out their duties as outlined in the statutes. 
It must be humiliating for the Secretary of Commerce to be singled out among all 
Government officials and to be told by the Congress, in effect: “You, Mr. Secre- 
tary of Commerce, carry out your duties as embodied in the basic laws pertaining 
to the Department of Commerce.” 

That seems to be a very sound observation and I, therefore, urge 
that the rider as it appeared in the four appropriation acts be repealed. 

While I am before you and have this opportunity, I would like to 
discuss briefly the question of operating subsidies and their effect upon 
nonsubsidized shipowners in both the forei ‘ign and domestic trades, 

In the course of the hearings on the 1954 appropriation, members 
of this subcommittee had brought to their attention the fact that, for 
subsidized operators, the subsidy pays the full difference between 
foreign and domestic costs, including wage costs. In other words, it 
makes no practical difference how high subsidized wage costs go, 
because the Government pays the increase. In this situation it is 
only human nature for subsidized companies to make generous con- 
cessions. Presumably they do not intend to but they do not have 
the usual incentive that exists to resist unreasonable demands. 
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Last year there was proposed before this subcommittee a proviso 
that would have restored this incentive, at least in part. It would 
have imposed no limitation on wages or on collective bargaining. It 
would only have placed a fair and reasonable ceiling on the portion 
of total wages that the Government would pay. Subsidized owners 
would have been free to pay anything upon which they might wish 
to agree. But to the extent that their concessions exceeded the fair 
and reasonable ceiling, these concessions would be paid from their 
own pockets and not from public funds. 


PREVIOUS HEARINGS 


The situation was clearly set forth in last year’s record before the 
subcommittee. Senator Bridges stated the issue and the proposed 
remedy and asked the Department of Commerce to study it and to 
express an opinion before the committee acted on the bill. 

The following colloquy from the record of last year’s hearings 
pinpoints the issue: 


Senator Dirksen. To make sure that this point is clear in the mind of the 
Secretary, I think the practical logic of it is very obvious. Here is a crew, let us 
say, in the oriental trade, competing with other crews made up of Chinese that 
don’t get much pay. So our crew of seamen will strike for a wage increase. The 
operator may demur and perhaps the spokesman for the crew will say, ““What are 
you quarreling about? After all, you are going to get a subsidy out of the United 
States Treasury for whatever the difference is.”’ 

So if this thing runs without limitation, the sky finally becomes the limit, and 
there has to be some reasonable prudent, practicai limitation, some guideline or 
standard by which that thing can be resolved. Otherwise, it gets out of hand. 

Secretary Werks. That is one of the things, Senator, that I think we have to 


take a real hard look at. The situation is exactly as you have stated, as I see 
it, * * *, 


LETTER OF SENATOR TOBEY 


The Senate Committee on Appropriations subsequently received a 
letter from Senator Tobey advising that he had appointed a subcom- 
mittee of the Committee on Interstate and Foreign Commerce, with 
Senator Potter as chairman— 
charged with the responsibility of making a study and analysis of operating and 
construction differential subsidies. 

In his letter Senator Tobey erroneously spoke of the proposed sub- 
sidy ceiling as one on wages, which it clearly was not. He asked the 
committee to defer action until the Potter subcommittee could com- 
plete its study. But the subcommittee was terminated and dis- 
banded before it had an opportunity even to consider the very seri- 
ous problem upon which the committee wished to be advised. 

This subcommittee also received assurances on the record and by 
letter from the Under Secretary of Commerce for Transportation 
that the Department was making a broad study that would 


encompass a review of the operating subsidy provisions of the 1936 act. 


He too asked the subcommittee to defer action until his study could 
be completed. 

The Under Secretary appointed an Ocean Shipping Panel of the 
Transportation Advisory Council to advise him in connection with his 
study. The three members of that panel who represented unsubsi- 
dized dry-cargo shipping all recommended a reasonable limitation on 
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the portion of wages that the Government should subsidize. On May 
3 of this year the Case Secretary released his report, and unbelievable 
as it. seems, he offered no information and no recommendations on this 
important matter upon which the committee wished to be advised. 


RECOMMENDATIONS OF COMPTROLLER GENERAL 


On the other hand, a day or so after the Under Secretary’s report 
was released, the ( ‘omptroller General issued his audit report on the 
Federal Maritime Board and the Maritime Administration for the 
fiscal years ended June 30, 1952 and 1953. One of his four recom- 
mendations was: 

We recommend, in view of the upward trend of operating differential subsidies, 
that consideration be given to imposing a ceiling beyond which Federal aid would 
be extended only upon a showing of financial need by the subsidized operator. 

Before I close, I want to tell you why this matter is of such vital 
importance. ‘l’o unsubsidized shipowners it is important because they 
have to pay whatever the subsidized companies pay. It is sometimes 
said that in collective bargaining, unsubsidized companies outnumber 
those that are sabsidised. But there is no point in being overly 
naive. The strength of the chain is the weakest link. 

The matter is also of great importance, I think, to the rapidly 
increasing number of seamen who are ‘‘on the beach.’”’ Not long ago 
I heard a wise leader of maritime labor say that it was no source of 
pride to him that he was the leader of the highest paid group of 
unemployed men in the country. Ships are being forced into layup 
and men are being deprived of jobs. The public interest requires 
that something be done about it. The Under Secretary of Commerce 
for Transportation has offered no solution. On the other hand, the 
Comptroller General has. I earnestly recommend that this subcom- 
mittee, in consulation with the Comptroller General, adopt a subsidy 
ceiling that will accord with the public interest. 

Senator Smirx. Thank you very much. The material you have 
left will come to the attention of the committee and the staiff. 

Mr. More@an. Thank you. 

Senator Smira. We will now hear Clarence H. Olson. Mr. Olson, 
will you give us your full name and whom you represent? 


NATIONAL LEGISLATIVE COMMISSION, AMERICAN LEGION 


STATEMENT OF CLARENCE H. OLSON, ASSISTANT DIRECTOR 
COMMUNICATION 


Mr. Ouson. Yes. My name is Clarence H. Olson. I am the 
assistant director of the national legislative commission of the Ameri- 
can Legion, offices at 1608 K Street. I have a communication from 
our director, Mr. Kennedy, addressed to the chairman of this com- 
mittee. 

Senator Smita. Thank you very much. 

Mr. Oxson. I thought it might be inserted at this point. 

Senator Smiru. Without objec tion, it will be inserted in the record. 

(The letter referred to follows:) 
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Tue AMERICAN LEGION, 
Washington, D. C., May 10, 1954. 
Hon. Sty.tes Brivags, 
Chairman, Subcommittee on State, Justice, and Commerce, 
Senate Appropriations Committee, 
The Capitol, Washington 25, D. C. 

Dear SENATOR BripGces: Referring to hearings scheduled to be held tomorrow, 
May 11 on H. R. 8067 covering appropriations for the Departments of State, 
Justice, and Commerce for the fiscal year 1955, I would advise that the American 
Legion has for many years supported the objective of an American Merchant 
Marine adequate for the national defense and our peacetime commerce, 

While the total budget submitted for “‘Maritime activities” for the fiscal year 
ending June 30, 1955, falls short of providing for the accomplishment of many 
of the objectives, including ship replacement which the Legion has continuously 
urged, we recognize and support the necessity for economy in Federal expenditures. 
In addition, it is our understanding that ship construction and the payment of 
other obligations due in 1954 will be the subject of supplemental budget requests. 

We respectfully suggest that the appropriations request for ‘‘Maritime actiy- 
ities” for 1955 is a minimum request entirely consistent with the economy pro- 
gram. Severe cuts have been made in salaries and expenses and in maritime train- 
ing. ‘The request for operating differential subsidies reflects the increasing 
disparity between American and foreign operating costs and the desire of the 
administration to catch up on contractual payments long past due. 

As passed by the House on March 5, 1954, H. R. 8067 appropriated only 
$71,360,000 for the maritime activities as compared to the estimate submitted 
for 1955 in the sum of $101,860,000, a cut of $30,500,000. 

We respectfully request the Senate Appropriations Committee to restore the 
cut of $30,500,000 made by the House. We submit that it would be unwise 
both from the standpoint of national defense and the necessity for maintaining 
the great maritime industry as an important element of our peacetime economy 
to allow this reduction of $30,500,000 to stand. 

Thanking you for any consideration you can extend to this request, I am 

Sincerely yours, 
Mies D, Kennepy, Director. 


GENERAL STATEMENT 


Mr. Ouson. Senator Smith, I appreciate you are quite busy, and 
I know you are trying to save time. I do not want to take much of 
your time this afternoon. We testified before the House Appropria- 
tions Subcommittee on the appropriation for the Justice Department, 
particularly as they apply to Immigration and Naturalization Service. 
Due to some slight mixup the testimony was printed in the book en- 


titled, “The Department of Commerce” rather than the Department 
of Justice, and it appears at page 669 there. We call this to your 
attention and hope that you might have an opportunity to look at it, 
and thus get some view of what the American Legion thinks about the 
need for funds for this important service. 

This statement I submit today with the hope you will include it in 
the record is somewhat in repetition of the other. So I will not take 
the time to read it. 

Senator Smirxn. Without objection, your complete statement will 
be included in the record. 

Mr. Ouson. Thank you very much. 

(The statement referred to follows:) 


STATEMENT OF CLARENCE H. Ouson, Assistant DriREcToR, NATIONAL 
LEGISLATIVE COMMISSION OF THE AMERICAN LEGION 


Mr. Chairman and gentlemen of the committee, the American Legion appreci- 
ates your courtesy in permitting us to present our views in behalf of appropriations 
for the Justice Department, specifically with reference to the Immigration and 
Naturalization Service. 
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On February 5, I had the opportunity to appear before the House Appropria- 
tions Subcommittee on State, Justice, and Commerce and discuss the American 
Legion’s position with reference to adequate funds for the important Immigration 
and Naturalization Service, I respectfully refer you to page 669 of the book of 
such hearings entitled ““‘Department of Commerce.’ It seems that the timing of 
our appearance made it necessary to print our testimony in the aforementioned 
book rather than the one on the Department of Justice. It is not likely the mem- 
bers of this committee would see it unless it were thus called to your attention. 

To avoid stereotyped repetition, we call your attention to that statement with 
the hope that you will find time to read it. However, we will appreciate your 
further indulgence at this time so that we may discuss other facets pertaining to 
subject appropriations, 

Some people, unless they were as familiar with the purposes of the American 
Legion as you, might ask why the American Legion is interested in immigration 
and naturalization problems and why we, a great veterans’ organization, should 
be concerned with how much money is appropriated for the Service that ad- 
ministers those functions for our Government, 

The American Legion has a long-established and rather well-defined interest in 
immigration and naturalization laws and the administration thereof. In the 
interest of internal security of our Nation, it is our desire that security risks and 
other undesirables be prevented from emigrating to this country and becoming 
integrated with our society and economy. 

The American Legion is also concerned with protecting the job potentials of the 
War veterans of this Nation against undue competition that would arise from 
uncontrolled immigration. 

The Immigration and Naturalization Service has great responsibility in both 
respects. 

You gentlemen know that the American Legion participated with the Senate and 
House Immigration Subcomraittees and the great majority of Congress in the 
development and approval of the McCarran-Walter Act. We will do our best to 
aid, in any way possible, the enforcement of that law and will lend our assistance 
and prestige toward providing the means needed to assure that such laws are 
properly administered. 

As I stated earlier, the Immigration and Naturalization Service has an important 
job to do in matters that are directly related to the economy of our country and 
to its security. How well they are doing their job is a question that cannot be 
fully answered. There are statistics to show that X number of apprehensions 
were made over a given period; that so many deportations were effected; that so 
many persons are in custody, ete. There are no statistics to show how many 
people came into this country illegally because the Immigration and Naturaliza- 
tion Service did not have the funds to adequately employ the personnel necessary 
to obstruct illegal entry at the boundaries and shores of our land. 

Various estimates of illegal aliens in the United States have been projected. 
The maximum figure we have heard is 5 million. 

During the past year much has been said and written about the wetback situa- 
tion along our Mexican border, It is indicated that hundreds of thousands 
illegally cross over into the United States each year by avoiding our thinly scat- 
tered immigration patrol. It is also reported that such wetbacks bring with them 
disease, narcotics, and otber contraband. Figures on ship jumpers and others 
who sneak into the United States at other points, and what they bring with them, 
are less spectacular but would likely be alarming if the whole truth were known, 

Wherever access to this country is easy, you may be sure such avenues are 
used by persons who could never qualify for legal admission. I refer to trained 
spies, saboteurs, propagandists, or others of that ilk whom we, as American 
citizens, are mandated by law to keep out. 

We note that the House approved the 1955 estimates and budget recommenda- 
tions in the amount of $39 million. But that is $3.25 million less than was ap- 
propriated for 1954. Referring to the general personnel cutback to result from 
that reduction, the House committee recommended that instead of reducing the 
patrol for the prevention and detection of illegal entry by 36 positions as proposed, 
that the reduction be made in administrative costs instead. This would leave the 
patrol as it now is 

As it now is, the patrol is apparently unable to cope with illegal entries into the 
United States. The enforcement machinery of the Immigration and Naturaliza- 
tion Service can only be stretched so far. No alternate plan that will substitute 
for necessary manpower has been brought to our attention. The Service should 
“e the means with which to meet their responsibility. The first in ‘the mesns” 
is dollars. 
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We sincerely recommend restoration of a substantial part of the proposed saving 
to be effected through further weakening of the Immigration and Naturalization 
Service, and that it be allotted to the Patrol Division Even half of the $3.25 
million, which is the reduction over 1954, would go a long way toward curing our 
border ills 

We do not believe that Immigration and Naturalization Service has the slig 


confidence that they can effectively discharge their re sponsibilities w ith the funds 


htest 





which the Budget Bureau and the House propose. We have the feeling that 
Government awency heads olten come before Appropriations Committees o! 
Congress with their tongues in their cheeks, trving to abide bv executive directior 
and thus give some sort of approval to budget proposals We think that is true 
in the case of the Immigration and Naturalization Service 

Thanking you for your courtesy and again expressing the appreciation of the 
American Legion for the opportunity you have given us today, I now conclude n 


prepared statement 


GENERAL STATEMEN' 


Mr. Ouson. One point we make is that we note that the amount 
of the appropriation proposed by the executive branch is $39 million 
and that same amount was approved by the House, but that is $3% 
million less than appropriated for this year. We think that the 
Immigration Service has shown weaknesses along our borders and 
we thought that it would be proper for us to recommend to the com- 
mittee that consideration be given to restoring a portion of thai 
$3\% million, and specifically allotted for the purpose of strengthening 
the patrol service at the southern border and at other ports of our 
shores and bouadaries of our country. 

That is about all 1 think I need say, Senator Smith. 

Senator Smirxa. Thank you very much, Mr. Olson. We are always 
clad Lo have you American Legion people come in and give you what 
time you desire. 

Mr. Ouson. Thank you very much. 


Civit ABRONAUTICS BoAaRD 
PAYMENT TO AIRMAIL CARRIERS 


Senator Smrru. | may say at this point that I bave received a 
prepared statement by Senator John F. Kennedy, of Massachusetts, 
on H. R. 8067, Civil Aeronautics Board appropriation for airline 
subsidies, and without objection it will be inserted. 

(The statement referred to follows:) 


STATEMENT BY SENATOR JOHN F, KENNEDY OF MASSACHUSETTS ON CIVIL 
ABRONAUTICS BOARD APPROPRIATION FOR AIRLINE SUBSIDIES 


Mr. Chairman and colleagues, I greatly appreciate the opportunity of making 
a statement to your committee. As you may know, I have made a continuous 
study of the subsidy problem since the time in 1949 when I introduced the first 
airmail subsidy separation bill on the same day the Hoover Commission recom- 
mended a separation between airline subsidies and compensation for the cost of 
airmail services actually rendered. 

Your great committee has repeatedly recommended this separation in at least 
the following reports: 80th Congress, Senate Appropriations Committee, Senate 
Report 1389, by Mr. Cordon; 8lst Congress, Senate Appropriations Committee, 
Senate Report 310, by Mr. Maybank; 81st Congress, Senate Appropriations Com- 
mittee, Senate Report 1198, by Mr. McKellar: ‘‘* * * the committee again 
wishes to call to the attention of the Congress the incongruity of charging the 
Post Office Department appropriations huge sums of money running into millions 
of dollars which, in truth, have no relation whatever to the costs of airmail trans- 
portation but, in fact, are simply subsidies to the recipient airlines.” 

Last spring, as a member of the Senate Subcommittee on Reorganization, | 
made a careful study of the proposed reorganization plan on airmail subsidy 
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separation. While I and many of the cosponsors of 8. 1360 do not feel it went 
far enough, and that implementing legislation is necessary—as the President 
himself noted in his message of June 1, 1953—I am pleased that at least a partial 
separation between subsidies and service airmail pay has been made by Reorgan- 
ization Plan 10. Therefore, for the first time, the Civil Aeronautics Board is 
appearing before your Committee on Appropriations to justify airline subsidies 
as a separate appropriation, separate from the Post Office appropriation. 

There are two appropriation bills at the present time containing payments to 
airlines: 

1. The Post Office appropriation bill for the fiseal year 1955, H. R. 7893, as 
passed by the House, contains $60,223,000 for service airmail pay. The Post- 
master General noted on page 29 of the House hearings that this sum may still 
contain some hidden subsidies. It is my hope that the subsidy element which 
still remains in the Post Office appropriation for transportation of the mail will 
be eliminated as quickly as possible and I firmly believe that the best way of 
doing that is through enactment of 8. 13860. 1 was very pleased that in his message 
of June 1, 1958, to the Congress transmitting Reorganization Plan 10, President 
Kisenhower suggested, ‘‘An amendment of the Civil Aeronauties Act to provide 
specifically that compensatory rates for mail transportation should be based upon 
the cost of rendering mail service, plus a fair return.’’ That cost standard, of 
course, is the central feature of 5. 1360 and, therefore, I feel that enactment of 
this bill is necessary for a true and complete separation of subsidies from mail 
compensation. Since the cost standard has not yet been enacted and since the 
Postmaster General notes that not all of the subsidies have vet been removed 
from the mail pay, | think it is fair to say that the $60,223,000 of service mail pay 
contained in H. R. 7893 is not yet completely desubsidized. 

2. Now, over and above the generous appropriation of $60,223,000 service 
airmail pay contained in H. R. 7893, the Civil Aeronautics Board is seeking a 
second appropriation of over $73 million in H. R. 8067 which is before your 
subcommittee 

These sums which the Civil Aeronautics Board is seeking in the second appro- 
priation are not related to service payments for flying the mail, but are simply 
subsidies, 

Because of the separation made by plan 10, the Congress is now able to make 
substantial cuts in the airline subsidies without affecting service payments for 
actua! carrying of the mail 

Now what is the justification for this second appropriation in H. R. 8067 of $73 
in airline subsidies? 

Whenever that question is put to the Civil Aeronauties Board, the first answer 
is a reference to the Civil Aeronautics Act of 1938, 

All that the Civil Aeronautics Act of 1938 actually did was to permit the Civil 
Aeronautics Board, among other things, (as the Supreme Court recently stated) 
to consider the ‘“need”’ of an airline in setting its mail pay, The obligation is 
simply to consider; it is not an obligation to pay. Furthermore, the Congress 
specifically legislated in the Civil Aeronautics Act of 1938 certain specific limita- 
tions, among them the directive to the Civil Aeronautics Board to consider the 
factor of “honest, economic and efficient management,’’ Let me invite your 
attention for the moment to the setting in 1988 when the Civil Aeronautics Act 
was passed, where Colonel Gorrell, then president of the Air Transport Association 
(to which association all of the subsidized airlines belong today), stated: ‘Last 
year the alleged subsidy to the domestic airlines amounted to only $400,000 . . .”’! 

And, again: “The alleged subsidy, gentlemen, is being reduced year by year 
and we expect in time that all the overseas lines will come out of the so-called 
subsidy class, very shortly.’’ ? 

Now, 16 years later, instead of being “reduced year by year,”’ as was promised, 
the eirline subsidies have risen to over $73 million, 

There is no obligation on the Congress to appropriate this enormous sum of 
$73 million requested by the Civil Aeronautics Board. The CAB has no authority 
to obligate funds for subsidies in excess of appropriations by the Congress and 
has no authority to bind the Congress as to the amount of funds which the 
Congress should appropriate. 

In support of these statements I should like to insert into the record with your 
permission, Mr. Chairman and gentlemen of the committe, two very thorough 





1 Hearings before House Interstate and Foreign Commerce Committee on H, R. 9738 (to create a Civil 
Aeronautics Authority), 75th Cong., 3d sess. (1938) p. 301 
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legal opinions which were prepared for me on May 13 and May 19, 1953, by Mr 
James P. Radigan, Jr., Chief of the American Law Division of the Library of 
Congress. 

I believe the members of this committee will be very interested in these legal 
opinions and will find that they successfully contradict the unsubstantiated 
assertion that is occasionally made that the Congress must appropriate whatever 
the Civil Aeronautics Board asks for. 

It should be noted that the Constitution places the appropriations power in 
the hands of the Congress and not of the Civil Aeronautics Board. Mr. Radigan 
fails to find, in the Civil Aeronautics Act or any other act, authority for the CAB 
to obligate public money in excess of moneys already appropriated by the Congress, 

The Congress, therefore, can double the $73 million appropriation proposed by 
CAB, cut it in half, or eliminate it entirely. The responsibility is upon the 
Congress. 

Whatever total figure is arrived at by the Congress, that figure would be binding 
upon the CAB, and the CAB would have to refigure its proposed subsidies to 
various companies accordingly. As Mr. Radigan points out: “It is the settled 
and recognized policy of Congress to keep all of the departments of the Govern 
ment, in the matter of incurring obligations for expenditures, within the appro- 
priations annually made for conducting its affairs Sutton v. U. S. (1921) 256 
U. 8. 575.)” 

It is perhaps wondered why preceding Congresses have not reduced or elimi 
nated airline subsidies. The answer is quite simple. Subsidies were then con- 
tained in the appropriation for the Post Office, under the item of ‘‘Transportation 
of the mails’”’ and merged in indistinguishable fashion with service mail pay Con- 
gress never knew how much of the total “airmail pay’’ was subsidy, and, being 
in the dark, could not see where to wield the ax. 

That darkness has been at least partly dispelled as a result of growing congre 
sional dissatisfaction with this system of hidden subsidies, expressed in numerous 
committee reports, including those of your own committee previously cited, and 
culminating in the approval by Congress of plan 10. 

One of the major purposes of plan 10 was stated at the House hearings on plan 
10, 83d Congress, House Committee on Government Operations, by the Deputy 
Director of the Bureau of the Budget: “By bringing the subsidy program into 
the open, where it will have to be financed from a separate appropriation, the 
plan will make possible more adequate review and more effective control by the 
Congress and the President.’’ * 

As shown on the attached graph, the combined total of the “service airmail 
pay”’ proposed in H. R. 7893 and the subsidies proposed by CAB for H. R. 8067 
is the largest proposal for airmail and subsidy payments in American history. 

L seriously doubt that the Congress would wish to perpetuate, in open manner, 
subsidies as great or greater than those spent previously in the hidden manner 
so frequently protested by the Congress 

Therefore, the members of your Appropriations Committee, Mr. Chairman, 
have the responsibility of exercising such ‘“‘adequate review”’ and “effective con- 
trol’ prior to action by the Congress as a whole. 

In this subsidy situation, as in the case of almost all other items before you, the 
burden of proof is on the persons seeking the money 

The Civil Aeronautics Board, and the companies to which that Board proposes 
to give the money, enjoy no privileged position. They are automatically entitled 
to nothing. They are entitled only to such sums as they can make a case for to 
the Congress. 

Let us then examine the case the CAB has made for subsidies of $73 million 

In the first place, Mr. Chairman, many of the estimates made by the Civil 
Aeronautics Board to you conflict with the decisions of the Supreme Court 

I refer, Mr. Chairman, to two test cases, Summerfield v. CAB, in which the 
Supreme Court on February 1, 1954, unanimously overruled the CAB in the 
matter of excessive subsidies already promised by the CAB to certain airlines. 

In its unanimous opinion, the Court stated: ‘“The ‘need’ of the carrier is meas 
ured by the entirety of its operations, not by the losses of one division or depart 
ment,”’ 

The company seeking the largest amount of subsidies in H. R. 8067, Pan Ameri- 
can, seeking some $28 million, was not treated by the CAB in the manner 
prescribed by the Court; instead, its subsidies were calculated separately for each 


a 


§ House hearing on H. Res, 264, Reorganization Plan No. 10 of 1953 (payments to air carriers) before a 
special subcommittee of the House Committee on Government Operations, 83d Cong., Ist sess., July 17, 
1953, p. 14 
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of its 4 separate divisions and then added into the total of $28 million This 
ction of the CAB was protested by the Postmaster General, July 3, 1953, in 
(AB docket 1706, which protest now appears to be upheld by the Court decision 


Similarly in the case of the second most heavily subsidized company, TWA, 
eekir yver $4.5 million, as noted by the Postmaster General’s brief, these sub 
idies were figured separately for the international division, thus excluding any 
msideration of exe earnings in the company’s domestic division. ‘ 

It seems inadvisable to appropriate additional subsidies until present litigation 
ha een setil 


To measure up to the standard prescribed by the Supreme Court, the CAB will 
iave to have a complete new consolidated proceeding for each of these two com 


panies, so as to consider them in their “entirety,” and not, as before, to compute 
their ibsidies by separate divisions Such a consolidated proceeding would 
necessarily take several months There is, therefore, no basis for the CAB 
contention that the Supreme Court decisions make little or no difference in their 
subsidy estimates Far from having little or no difference, as noted in one news 
paper editorial hese (Supreme Court) decisions have the effect of overturning 
the basis on which CAB has conferred subsidies since passage of the Civil Aero 


nautices Act in 1938.” 

As noted by my former colleague, Congressman Gary of Virginia, in the Con 
ressional Reeord of March 38, 1954, page 2468, the total amounts involved in 
protests of the Postmaster General against excessive subsidies already total 
$35,034,000 

The protests of the Postmaster General are substantially the same as those 
which were supported by the Supreme Court in the test cases I have previously 
mentioned It is possible also, Mr. Chairman, that, encouraged by the unanimity 
of the Supreme Court decision in overruling the CAB, the Postmaster General 
or other intervenors may file protests in other cases. 

It would seem inadvisable for this Congress to appropriate the sums requested 
for these international carrriers until the Civil Aeronautics Board has com- 
pletely refigured its estimates on a basis in conformity with the Supreme Court 
decisions. When that has been done, the Congress will have a reliable estimate 
on which to act one Way or another. Until then, further appropriations would 
merely encourage excessive and wrongful spending. 

Such was the very sound conclusion of the House Appropriations Committee 
as set forth on pages 13 to 14 of House Report 1242. 

In the second place,.Mr. Chairman, in addition to the fact that the estimates 
of subsidies for international airlines have been made by the CAB on a basis in 
conflict with the Supreme Court decisions, another startling point was developed 
by my former colleague, Congressman Rooney of New York, on pages 634 to 
637 of the House hearings, namely, that never has the Civil Aeronautics Board 
performed an audit of the subsidiaries of the company for which the CAB is 
seeking the largest amount of subsidy. 

his means, Mr. Chairman, that while this subsidized company can add to 
its expenses by payments to these subsidiaries, the Civil Aeronautics Board has 
no knowledge of what the subsidiaries do with the money. 

Mr. Chairman, this is dynamite. Enormous sums of money are being spent 
by the Civil Aeronautics Board to certain companies and it is clearly a matter of 
record that insufficient and inadequate audits have been made of these subsidy 
expenditures. 

I have had some correspondence on this subject, Mr. Chairman, for some 
months with the distinguished Comptroller General of the United States. 

It is my recommendation, Mr. Chairman, that this committee officially re 
quest the Comptroller General to look into this entire airline situation to discover 
if these have been unauthorized or excessive subsidies and to recommend where 
economies can be achieved 

Thirdly and finally, Mr. Chairman, in analyzing the case which the Civil 
\eronautics Board is attempting to make for the appropriation of $73 million in 
airline subsidies, I find the term “national defense” frequently and very loosely 
ised in an attempt at justification 

To my knowledge, and it is a point which your committee can easily verify, 
Mr. Chairman, the $73 million subsidy request of the Civil Aeronautics Board 
is not supported by the Defense Department, and is considered by them of only 
indirect assistance to defense 

On January 30, 1950, following 9 months of study, the Department of Defense 
was asked to what extent the national defense could justify airline subsidies. 
In reply, the Deputy Secretary of Defense stated: 








SLT a. Nat 
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The payment of subsidies for the continued existence of airlines on 
the national defense is too intangible for us to be able to calculate 

The Deputy Defense Secretary went on to note that 

“There is nothing in the Nation’s economy that does not contribute to the 
national defense,” ® and he lumped subsidized airlines in with “the health of ou 
citizens,’’ “the number of arable acres,” ‘“‘steel mills,’’ “‘railroads,”’ ‘‘medical 
schools,”’ “technical publications of all kinds,” and “buslines and the truckline 

Your committee might well inguire of the Defense Department if there ha 
been any change in their position on these subsidir 

The only other expression of position by the Defense Department on subsidir 
has been in reply to questions as to who should be eligible for them In telegram 
of December 12, 1950, to me, in letter of August 6, 1951, from Acting Air Fores 
Secretary John A. MeCone to the chairman of the Senate Interstate and Foreig: 
Commerce Committee, and thirdly, in letter of March 28, 1952, from Acting 
Nir Fore epecretary hk | Crilpatric to Congres man John W Heselton Rep bl 
can, Massachusetts), the Defense Department on all three occasions oppose 





limitation of subsidies to the certificated mail-and-passenger lines, preferring 
the broader category of ‘any certificated carrier’? so as to provide the Gover: 
ment with the possibility, if desirable, of ubsidizing operators of heavy-freight 
aircraft requiring little conversion for military use.’ 

It would require a change in the Civil Aeronauties Act along the lines of S. 1360 
to carry out thi iggestion of the Defense Departimer 


Such a change has not been made 

It should therefore be realized that the recipients of the $73 million proposed 
by CAB will not include the operators of the heavy-freight aircraft’ mentioned 
by Defense. This fact diminishes still further the defense justification for the 
sum. 

It is also a fact that none, or very little, of the proposed subsidies will go to 
pay for the installation in commercial transport planes of defense features needed 
by the military. Your committee will recall that payment, for example, for 
installation on a merchant vessel of a gun turret, which has no commercial use, 
but which makes the vessel more ready for possible war use, is accomplished by 
subsidies administered by the Maritime Board. However, the similar and parallel 
problem of putting into a commercial airplane, for example, special military 
communications and navigation apparatus which do not enhance its commercial 
value but which do add to its readiness to perform military airlift, has not, is 
not, and under the proposed $73 million program will not, be paid for by (¢ AB 
subsidies. 

In desperation, the Defense Department has had to institute its own subsidy 
program and, through contracts given out by the Air Materiel Command, has 
been and is paying for installation of a few defense features in a few transport 
planes. The money used comes from appropriations to the Defense Department 
and not, despite a misleading impression to the contrary, from appropriations 
to the Post Office as “airmail pay’ or from the proposed subsidy appropriations 
for CAB. 

Therefore, as things stand now, reduction or elimination of the CAB subsidi 
would not affect the program of installing defense features in transport plane 

We are left with the intangible of the defense value of the subsidized fleet on a 
standby basis. As already noted, the fleet operated by companies who would 
receive the proposed $73 million represents only part of the reserve fleet availabl 
to the military and omits a group considered by them of prime importance A 
spot survey by the Military Air Transport Service disclosed that only about 10 
percent of the subsidized fleet are of immediate use to the military in event of war. 
This revelation cannot fail to make the taxpayer wonder if he is getting his full 
defense value from these subsidies. 

Of course the rest of the subsidized fleet which the military do not consider 
be of immediate usefulness could, if the next war is a long war instead of a short 
war, be sent to conversion centers to be converted into a state of readiness for 
military use. In that event, they would be extremely useful. However, the 
conversion process requires, according to the military, a minimum of 6 months 


and probably more. Therefore, if there is truth in the statement by then General 


Eisenhower that,‘‘In the next war the first 60 days will be determining,’’ the 
4 Senate hearings pursuant to 8S, Res. 50, Senate Interstate end Foreign Commerce Committee, 81st ¢ 

pp. 2086-2087 
§ Ibid 

6 Senate hearings pursuant to 8. Res. 50, Senate Interstate and Foreign Commerce Committee, 8ist Cong 


PP. 2036-2087 
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country would not obtain the full benefit for military airlift of the fleet upon 
which so much subsidies have been spent. 

As testified by the Defense Department, their No. 1 shortage of all types of 
transportation equipment is cargo planes, and there is a shortage of several hundred 
of these cargo planes. 

The CAB subsidies since World War II have not produced a fleet of the size 
and types desired by the military 

The subsidies have been applied to the welfare of operators of plush passenger 
planes, which the military do not need, and not to the development of long-range 
freight planes which the military do need in enormous numbers. 

Following 9 postwar years of expenditures by CAB of airmail pay and subsidies 
totaling almost $1 billion this country finds itself in a position of being prepared 
with only about one-third of the airlift required by the military for war. 

This serious shortage questions the value of the present type of subsidy program 
to the cause of airlift preparedness. 

As for the future, no defense justification for large-scale subsidies exists unless 
the CAB is going to apply them to the development of a fleet of the types specifi- 
cally needed by the military. 

In the case of the small feeder lines and experimental helicopter services which 
account for roughly one-fourth of the request pending before you, there may also 
be need for some period to come for subsidies to carry out the experiment in 
introducing air service to small communities. 

In general, from an economical point of view, what needs to be guarded against 
particularly, is turning subsidies from genuine defense purposes and from genuine 
experimental purposes in new fields of transportation, into an ever-growing guar- 
anty of profits for airlines which have been established and in operation for many 
years. 

This system of giving most to he who loses most cannot fail to encourage 
inefficiency and high costs 

The original recommendation of the House Appropriations Committee for $23 
million in new money and authorization to spend an estimated $8 million left 
over from the 1954 appropriation, or a total of $31 million, seems entirely adequate. 

This sum more than takes care of all the feeder lines in the United States and 
all the domestic lines. It forees the Civil Aeronautics Board to recalculate the 
international subsidies on a basis which conforms with the decisions of the Supreme 
Court and which gives some consideration to the taxpayers. 

No justification has yet been presented by the Civil Aeronautics Board to sup- 
port an increase over the $31 million originally recommended by the House 
Appropriation Committee which, it must be remembered, is over and above and 
in addition to the $60 million of service airmail pay contained in H. R. 7893. 

In his 1953 budget message, President Truman called for review of subsidies 
and noted in his message to the Congress that ‘“* * * this subsidy should be 
curtailed.” 

In his budget message of January 21, 1954, to the Congress, President Eisen- 
hower called for ‘“‘a more effective review”’ of the airline subsidies, particularly in 
view of the “increasing maturity”’ of the industry. 

Therefore, Mr. Chairman, in any appropriation bill which reflects concern for 
the American taxpayers the item of airline subsidies as totaled to $73 million by 
the Civil Aeronautics Board has no proper place. 





Exrract From Opinion May 18, 1953, py James P. Rapie@an, Jr., CHIer, 
AMERICAN LAW Division, Liprary oF CONGRESS 


Under the proposed reorganization plan, would the Civil Aeronautics Board 
have authority to obligate the funds for subsidies without action directly by 
Congress? 

If by “without action directly by Congress’? you mean without previous au- 
thorization and appropriation, the answer is ‘‘No.’” Article I, section 9, clause 
7, of the United States Constitution provides: ‘‘No Money shall be drawn from 
the Treasury, but in Consequence of Appropriations made by Law. * * *’ 
This clause is a restriction upon the disbursing authority of the executive depart- 
ment, and means simply that no money can be paid out of the Treasury unless 
it has been appropriated by an act of Congress (Cincinnati Soap Co. v. United 
States (1937) 301 U. 8. 308). No officer, however high, not even the President, 
is empowered to pay debts of the United States generally, when presented to 
them (Reeside v. Walker (1950) 11 How. 272). There is, however, under the 
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present law (which would be true under the proposed reorganization plan) no 
method of controlling the amount allocated for individual subsidies except to 
the extent that the totals must not exceed appropriations. Under the present 
law, the cost of airmail transportation service and the amount of subsidies are 
consolidated and the rate of compensation is fixed by the Civil Aeronautics Board 
which the Postmaster General is obligated to pay from the appropriations for 
airmail transportation services. Under the proposed reorganization plan it 
would appear necessary to limit payments from the appropriation for airmail 
tranapoayenoe services payable by the Postmaster General to the amount fixed 
by the Civil Aeronautics Board as the rate of compensation for these services 
The payme nt of subsidies under the propose dd reorganization pls an would be mad 
by the Civil Aeronautics Board from appropriations made therefor. i is not 
possible under the Constitution for any public officer or department to obligate 
the United States to pay any moneys whatsoever except pursuant to statutory 
authorization. 

It is for Congress, proceeding under the Constitution, to say what amount 
may be drawn from the Treasury in pursuance of an appropriation, and if an 
officer, upon his own responsibility, and without the authority of Congress, 
assumes to bind the Government by express or implied, contract, to pay a sum 
in excess of that limited by Congress for the purposes of such a contract, the con 
tract is nullity, so far as the Government is concerned, and no legal obligation 
arises upon its part to meet its provision (Hooe v. United States (1910) 218 U. 
8. 322). 

From a practical point of view no airmail carrier or other air carrier would 
have a claim, other than moral, against the United States for any promised 
subsidies which had not been specifically authorized by statute and which had 
not been specifically allocated from funds previously appropriated. Congress 
has power to recognize moral obligations (Marion & Rye Valley Railroad Co. \ 
United States (1926) 270 U.S. 280). 


Tuer LipRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, AMERICAN Law Division 
Washington 25, D. C., May 19, 1958 
To: Hon. John F. Kennedy 
(Atte sntion of Mr. Marvin). 


Subject: Power of the Civil Aeronautics Board to obligate the United States 
for subsidy payments under the proposed reorganization plan and under 8, 
1360 of the 83d Congress. 


Assuming, arguendo, that the proposed reorganization plan is valid, then the 
power of the Board to obligate the United States for subsidy payments would 
comnanate from section 406 (b) of the Civil Aeronautics Act of 1938 (52 Stat. 998; 
U. 8. C. 49:486). The pertinent part of this section, with respect ‘ subsidies 
as distinguiched from compensation for airmail transportation service after 
the effectuation of the division of the function under the proposed reorganization 
plan, would be: “and, [the need] together with all other revenue of the air carrier, 
to enable such air carrier under honest, economical, and efficient management, 
to maintain and continue the development of air transportation to the extent 
and of the character and quality required for the commerce of the United States, 
the postal service, and the national defense.’’ The authority thus granted by 
section 406 (b) to consider the foregoing factor in the fixing of airmail transporta- 
tion compensation is a rather nebulous basis upon which to predicate a reorgan- 
ization plan under which an obligatory contract for the payment of subsidies 
may be made. 

But even if it were sufficient authorit y tosupport obligatory contracts of the pay- 
ment of subsidies, such contracts would be subject to the limitations of Revised 
Statutes 3678 (U.S. C. 31:665), the first subsection of which reads: ‘No officer or 
employee of the United States shall make or authorize an expenditure from or cre- 
ate or authorize an obligation under any appropriation or fund in excess of the 
amount available therein; nor shall any such officer or employee involve the Gov- 
ernment in any contract or other obligation, for the payment of money for any pur 
pose, in advance of appropriations made for such purpose, unless such contract or 
obligation is authorized by law.” If sections 483, 486 and 493 of title 39 of the 
United States Code, which generally authorize the Postmaster General to contract 
for carrying the mails, yield to this provision, as originally enacted, limiting 
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expenditures so that appropriation is necessary for the employment of extra 
carriers, etc. (39 Op. Atty. Gen. 157), may it be logically contended that the 
general and indefinite terms of section 486 (b), pertaining to the consideration 
of the need for subsidies, would be outside the purview of such section? It is the 
settled and recognized policy of Congress to keep all of the departments of the 
Government, in the matter of incurring obligations for expenditures, within the 
appropriations annually made for conducting its affairs (Sulton v. U.S. (1921), 256 
U. 8. 575 

The co ntract : likewise would be subject to the provisions of the act of June 30, 
1906 (34 Stat. 764; U.S. C. 31:627), which provides: ‘‘No act of Congress here- 
after passed shall be construed to make an appropriation out of the Treasury of 
the United States, or to authorize the execution of a contract involving the pay- 


ment of money in excess of appropriations made bv law unless such act shall in 
specific terms declare an appropriation to be made or that a contract may be executed”’ 
litalics supplied] As those dealing with the Government must be held to have 


notice of these limitations upon authority (see Sutton y. U. S., supra), anv cone 
tention that the grants or subsidies are not within the ambit of the limitations of 
this section is very tenuous, 

If the power of the Postmaster General ‘‘to establish post offices’’ does not 
authorize him to bind the United States by a lease for a post office building, 
there being no appropriation therefor (Chase v. U. S. (1894) 155 U.S. 489), a 
fortiori the Civil Aeronautics Board may not bind the United States by a contract 
for the grant of subsidies in excess of appropriations. If, as stated in 6 Opinions 
of the Attorney General 28, one appropriation does not necessarily involve the 
undertaking of the Congress to make further appropriations, and does not of 
itself empower the President to engage the Government beyond the specified 
sum, it is impossible to support the allegation that the Civil Aeronautics Board 
may bind the Government to pay grants of subsidies made by it in excess of 
appropriations. The general public system for the appropriation and disburse- 
ment of public moneys is permanent and unless charges are within the objects 
for which an appropriation is made they cannot be applied to that appropriation 
(28 Op. Atty. Gen. 634 

The foregoing observations, with reference to limitations on the authority of 
the Civil Aeronautics Board to obligate the United States for subsidy payments 
bevond the amount appropriated and available, would likewise be applicable to 
the Board if S. 1360 were passed. There would be, however, the additional 
specific restriction of the bill found on page 5, lines 2 to 6, which reads: ‘Payments 
under this subsection [subsidies for essential aircraft operation] shall be made by 
the Board out of sums appropriated to the Board for such purpose, and there are 
hereby authorized to be appropriated such sums as may be necessary to carry out 
the provisions of this subsection.’’ This wording of 8. 1360 also has the additional 
advantage over the proposed reorganization plan in that it grants e clear authoriza- 
tion for appropriations for subsidies as such, which is not found in the Civil 
\eronautics Act of 1938, supra, the foundation for the payment of subsidies under 
the proposed reorganization plan 

James P. Rapiaan, Je. 


{H. Rept, 1242, 83d Cong., 2d sess., State, Justice, and Commerce Appropriations, 1955, p. 13] 
Civi, AmrRonautics Boarp 


Salaries and expenses.—The committee recommends $3,777,000, the budget 
estimate for this Board. The appropriation for the present fiscal year was 
$3,750,000. However, to that must be added $27,000 which was transferred to 
Civil Aeronautics Board under Reorganization Plan No. 10 from the Post Office 
Department for the handling of subsidy payments. The committee recognizes 
that. Federal expenditures are substantially affected by actions of this Board. 
It has made no reduction in the request for the coming year and expects that the 
Board will give prompt and serious consideration to ways and means of reducing 
the cost to the Government represented by mail payments to es arriers in total as 
well as for subsidy. In view of the recent Supreme Court decisions requiring 
that excess earnings from domestic operations of an international carrier be 
offset against the international subsidy rate, the Board will be required to 
promptly review all cases which contain this element. 

Payments to air carriers.—Formal separation of the service and subsidy com- 
ponents of airmail pay was effected by Reorganization Plan No. 10 which 
became law August 1, 1953. Under that plan, effective October 1, 1953, the 
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Postmaster General is responsible for payment of service mail pay at rates estab- 
lished by the Civil Aeronautics Board and the Board is responsible for payment, 
out of appropriations made for these purposes, of the subsidy element. The 
subsidy payment is therefore now a part of this bill 

It is estimated by the Board that $80,252,000 will accrue t the subsid 
carriers during the fiseal year 1955. The comparable figure for the present 
fiscal year is $80,655,000. These funds were previously carried in the Post Offiec 
Department Appropriation Act The following table gives a breakdown of 
1954 and 1955 subsidy figures: 


1954 19. 
Subsidy 
Domestic trunks $3, 581, 000 $2 56. 000 
Local service 23, 895, 000 a4 wo 
Helicopter 2. 325. 00 63. 000 
International, overseas and territoria 50, 854, 000 50, 282, 000 
lotal 80, 655, 000 80, 252, 00.) 


The budget request for 1955, however, is $73 million since the proposed appro- 
priation language places this account on an actual expenditure basis and the 
Board estimated actual payments to carriers during the fiscal year 1955 at that 
amount. However, actual payments by the Board from October 1, 1953, through 
December 31, 1953, totaled $12,643,055 according to information given the com- 
mittee by the Board 


{[H. Rept. 1242, 88d Cong., 2d sess., State, Justice, and Commerce Appropriations, 1955, p. 14] 


Since the completion of the hearings by this committee the Supreme Court in 
unanimous decisions reversed certain methods used by the Civil Aeronautic 
Board in the computation of subsidies 

The Supreme Court decision in cases Nos, 222 and 223, October term, 1953, 
stated: 

‘The standard is ‘the need of each such air carrier.’ ‘The ‘need’ of the carrier 
is measured by the entirety of its operations, not by the losses of one division or 
department. The measure of ‘the need’ is an amount of compensation necessary 
to carry the mail and ‘together with all other revenues of the air carrier’ adequate 
for maintenance and development And the act defines ‘air carrier’ as ‘any citizen 
of the United States who undertakes * * to engage in air transportation 
section 1 (2). Thus the wording of the act precludes measuring ‘the need’ of the 
carrier by any other unit than the carrier as an entity. 

“As we read the act, Congress has established a special formula for the fixing 
of asubsidy rate. While the rate may be for a class of service, the return in form 
of a subsidy must be computed with reference to the entire operations of the 
carrier. (The requirement is that the Board offset all of a carrier’s revenues in 
determining the subsidy; there is no discretion in the Board to disregard any por- 
tion of the revenue because of economic or other policy considerations. In other 
words, an air carrier’s subsidy need is an amount which, ‘together with all other 
revenue’ of the carrier, will enable it to meet and maintain the objectives of the 
act. The carrier’s ‘need’ is therefore a limiting factor in the sense that the subsidy 
may not exceed it Since the Board did not construe and apply the act in that 
manner, the court of appeals was correct in reversing the rate order.” 

In view of the far-reaching nature of the Supreme Court decision the com- 
mittee has recommended only $23 million for this item at this time. The com- 
mittee hopes that the necessary review of all subsidy claims affected by this de- 
cision will be made as expeditiously as possible and that it will result in a sub 
stantial savings to the American taxpayer. 
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Graph: Total “mail pay” including subsidy to United States air carriers, 
10 years 1946-55 


Fiscal year: Amount 

1946 _ $39, 096, 000 
1947 : 55, 331, 000 
1948 88, 446, 000 
1949 aN 111, 135, 000 
1950 i 118, 701, 000 
1951 119, 697, 000 
1952 122, 078, 000 
1953 ioe 129, 680, 000 
1954. ‘ 136, 725, 000 
1955 1 140, 475, 000 

Total _ _- ‘ i ; 1, 061, 364, 000 


11955: Proposed in Budget of the U. 8. Government for fiscal year 1955: Mail pay in post office budget, 
p. 860, col. 1, ($60,223,000) plus subsidy in Commerce (CAB) budget, p. 443, col. 2 ($80,252,000). 

Sources: 1946-50: General Accounting Office in hearings before the Senate Committee on Interstate and 
Foreign Commerce on Separation of Airmail Pay from Subsidy, 82d Cong., Ist sess., p. 657. 

1951-54: CAB administrative separation repcrts in hearings before the Subcommittee of the House Com- 
mittee on Appropriations on the Department of Commerce, 83d Cong., 2d sess., pp. 591-599. 


TOTAL “MAIL PAY “ (INCLUDING SUBSIDY) TQ U.S. AIRLINES 


DOMESTIC & INTERNATIONAL, FISCAL YEARS 1946-1955 
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ASSOCIATION OF AIRLIFT AND AIRFREIGHT CARRIERS 


STATEMENT OF L. R. HACKNEY, EXECUTIVE VICE PRESIDENT 
GENERAL STATEMENT 


Senator Smirx. Is Mr. Hackney here? 

Mr. Hackney. Yes. 

Senator Smirx. Will you tell us whom you represent? 

Mr. Hackney. The Transport Air Group. 

Senator Smiru. Have you a statement which you wish to give, or 
do you want to include it in the record and highlight it? 

Mr. Hackney. I would prefer to highlight it, if I may. 

Senator Smrrx. Without objection, your statement will be included 
in the record at this place, and we will hear from you at this time. 

Mr. Hacknny. Madam Chairman and members of the subcommit- 
tee, this is a statement on behalf of H. R. 8067, CAB appropriations 
for airline subsidies. 

I sincerely appreciate the opportunity of presenting a statement 
before you in behalf of Transport Air Group, Inc. (TAG) the Associa- 
tion of Airlift and Airfreight Carriers. My name is L. R. Hackney, 
and I am executive vice president of TAG. Our membership consists 
of California Eastern Airways, Inc., The Flying Tiger Line, Inc., 
Transocean Air Lines, Seaboard and Western Airlines, Inc., and Slick 
Airways, Inc. 

I would like first to emphasize that I have not come before this com- 
mittee to criticize the appropriation of subsidy aid to air carriers 
where this form of aid is essential to the maintenance of adequate 
postal service, or for the needs of commerce. However, as you are 
concerned with appropriations, and in the case of the Civil Aeronau- 
tics Board the matter of subsidy, there are four salient points which I 
would like to clarify. 


CONTRIBUTION TO NATIONAL DEFENSE 


First, that contrary to popular belief it has been the nonsubsidized 
airlift and airfreight carriers that have made the major contribution 
to national defense since the end of World War II, rather than the 
subsidized passenger carriers or those passenger carriers eligible for 
subsidy. Unfortunately there have been several statements made 
from the floor of the House, while the CAB appropriations were under 
vigorous debate, which have been made a part of the Congressional 
Record (House of Representatives, Hon. Frank T. Bow of Ohio, 
March 3, 1954, Congressional Record, March 4, 1954, pp. A1716— 
A1717). These remarks likewise give the impression that it is the seg- 
ment of the air transport industry which is subsidized or is eligible for 
subsidy, which has been practically the sole supplier of airlift. This 
entirely ignores the activities of the forgotten other segment, the 
airlift and airfreight carriers, which has been responsible for the 
greater part of the civil airlift support of the Defense Department 
since the termination of the Second World War. 

It was TAG members who performed over 55 percent of the com- 
mercial support for the military on the Pacific airlift, our aerial supply 
pipeline during the recent Korean hostilities. Nor ‘has this been the 
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first instance that we have provided needed airlift. During the 
Russian blockade of Berlin it was one of our members who furnished 
approximately 85 percent of the United States civil support of the 
now famous Operation Vittles (Berlin airlift). 


UPPORT OF BERLIN AND PACIFIC AIRLIFTS 


lt was a TAG member who was first to have its transport flying in 
civil support of both the Berlin and Pacific airlifts. In each instance 
crews and planes were transferred from other activities on less than 
18 hours’ notice. In another instance a TAG member drew on its 
reserve crews and its remarkable organizational ability to place 50 
Government furnished C-54 transports into a trans-Pacific airlift: in 
only 8 days. This was in support of our Armed Forces in Japan 
shortly after World War II. 

On April 8, 1954, the Honorable Harry Sheppard of California 
included in the Congressional Record remarks which I respectfully 
call to your attention, in part: 

The participation of the civilian carriers in the Korean airlift’ has been high 
lighted and strongly stressed as a major illustration of why subsidies to airlines 
are necessary yes, indeed imperative. However, those who have most strongly 
propounded these arguments have failed to make mention that the airlines who 
participated to the largest degree in the Korean airlift were our own cargo airlines, 
who have never asked nor received 1 cent in subsidy payment from our Govern- 
ment 


UTILIZATION OF CARRIERS DURING EMERGENCY 


The second major point which T wish to bring out at this time, is 
that erroneous impression caused by statements in the House of 
Representatives to the effect that airline subsidies should continue 
because the certificated passenger carriers constitute a great fleet of 
aireraft which can be used to great advantage by our military forces 
in time of national emergency. I feel I must take exception. to this 
reasoning becs -— the type of aireraft now in use by these carriers 
cannot be used by the military anywhere near as effectively as the 
cargo transports used by nonsubsidized airlift and airfreight carriers. 

As a further example of that, we have our merchant marine in the 
ocean. But actually in that instance here again it is not subsidized 
solely for passenger transports, Cargo vessels make a large part of 
this fleet because actually it is supplies which are used in large amount. 

In the event of another national emergency our logistic planners are 
not counting upon railroad passenger cars, passenger buses, or pas- 
senger ships to transport critical military supplies by ae "they 
will utilize equipment designed for the carriage of cargo; boxcars 
motor-trailer trucks, or cargo vessels. 

Yet our much heralded Civil Reserve Air Fleet consists of approxi- 
mately 80 percent passenger transports, so obviously it is very un- 
balanced compared to other foms of transportation. These trans- 
ports, constructed with small-size passenger doors, and for the most 
part with lightly stressed passenger floors, are severely limited in their 
usefulness and ability to transport high priority military supplies which 
frequently, because of their bulk or weight, cannot be carried. 
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ALL-CARGO TRANSPORTS 


It is upon the all too few all-cargo transports that will fall the task 
of efficiently airlifting the bulk of military supplies. Military plan- 
ners have long been concerned with the serious unbalanced ratio of 
passenger transports to all-cargo transports which comprise the CRAF 
fleet. Of the total all-cargo transports therein, approximately 50 per- 
cent will be furnished by the nonsubsidized airlift and airfreight 
carriers 

TESTIMONY BEFORE CAB 


With your indulgence, I would like to quote from the testimony of 

the Department of Defense before the Civil Aeronautics Board in the 
. rr . ‘ 
matter of the Reopened Transatlantic Cargo case. 

Again | think this is an excellent illustration of the Department of 
Defense’s feeling on this matter: 

The Department of Defense is responsible for the provision of efficient and 
economical transportation management for the movement of persons and things 
for the three military departments. In the fulfillment of that responsibility, it is 
incumbent upon the Department of Defense to encourage the expansion of com- 
mercial transportation facilities and services within sound economic limits to 
assist in meeting our peace and war time requirements 

* * * This testimony is presented to give proper and full emphasis to the 
Department of Defense position as favoring establishment and expansion of eivil 
air-cargo service between the United States, Europe, and the Middle East for the 
following reasons: 

(a) The purchase and operation by the air transport industry of long-range 
aircraft in cargo configuration which can be converted expeditiously to military 
use, is in the interest of national defense. 

(b) International developments emphasize the need for Transatlantic and 
Middle East air-cargo service, 

Obviously those should be performed with all cargo transports 
which can handle it efficiently. 

(c) Present air-cargo service provided by United States flag lines is considered 
inadequate to meet military and civil requirements. 

(d) The Department of Defense has an existing requirement for additional air- 
cargo service to Europe and the Middle East. (Testimony of Col. C. Frank 
Snyder, USAF, Chief of Plans and Requirements Group, Directorate of Trans 
portation, USAF, before the Civil Aeronautics Board in behalf of the Depart ment 
of Defense in the matter of: Reopened Transatlantic Cargo Case, Docket No 
3041, et al.) 


NEED FOR INCREASE IN NUMBER OF LONG-RANGE TRANSPORTS 


I believe from the foregoing statement of the Department of Defense 
it is apparent that they recognize the urgent need for increasing the 
number of long-range transports of all cargo configuration (cargo 
floors and large cargo doors) that would be available to them. The 
certification of a nonsubsidized all-cargo carrier across the Atlantic as 
recommended by a CAB examiner would help to create a fleet of all- 
cargo transports of the type required by the military. 

I would like to add the comment that our Department of Defense 
are likewise very concerned in our logistic planning for our need of 
adequate all-cargo transports. They have been conducting quite a 
few commendable studies, and are even further advanced in that than 
has been announced in various trade periodicals, that we have designs 
under construction or about to be awarded, which will help them 
bolster this segment for true cargo transportation. 
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During the House debate on this bill, it was stated that 


** * the national defense * * * requires a continuing adjustment and 
utilization of aircraft of the most modern type so that the reserve fleet is 
never obsolete, 


It was further atated, that 


We have a reserve fleet for the military of this country today, built up by 
reason of the airline subsidy, to the value of approximately $350 million, that is 
available to us on almost instant notice if we need them 


AIRCRAFT NOW IN SBRVICE 


Now it is perfectly true that those aircraft now in use or on order 
by airlines dligible for subsidy are “of the most modern type,” as 
far as the carriage of passengers, or even troops, is concerned, But 
these modern aircargo, “built up by reason of the airline subsidy,” 
are hardly the type most desired by the Defense Department in the 
event of an emergency, 

The military has expressed a preference for more cargo aircraft in 
the Civil Reserve Air Fleet, Furthermore, these passenger planes 
now in use or on order by carriers eligible for subsidy could hardly be 
made “available to us on almost instant notice’ to efficiently carry 
the military cargo that undoubtedly will have to be moved on M-day. 
In fact, they could be utilized to carry essential material only at the 
expense of considerable time and money and are, therefore, of limited 
Vv a as far as their emergency airlife standby status is concerned. 

I would further like to amplify, For instance, I recall with one 
of the major carriers that we estimated several thousand man-hours 
necessary to engineer a cargo door on an aireraft, It is the type of 
modification that unfortunately as much as we might need it in an 
emergency it could not be done overnight, 

The conclusion that springs from all this is clear. The House of 
Representatives has been given as a reason for continuing the sub- 
sidizing of those passenger air carriers eligible for subsidy, that the 
needs of national defense require it, since these carriers contribute a 
great deal to the civil reserve air fleet which can be used in the event 
of emergency, 

NEED FOR SUBSIDIES 


My purpose is simply to call to your attention that the needs of 
national defense as a reason for subsidizing passenger air carriers is 
no longer as valid a justification as when it first appeared in 1938, 
since the contribution of this class of air carriers to our reserve capa- 
bility is mostly in passenger aircraft, a type not primarily desired by 
our military forces. 

In that instance there is quite a record of show-cause orders or 
denials by the air carriers who diligently are desirous of participating 
in that. 

If airline subsidies are still needed by our certificated passenger 
carriers, it is only because the needs of the postal service and the 
commerce of the United States require it, but hardly because subsidy 
makes it possible for these carriers to contribute so greatly to our 
national defense by providing airlift for military supply. 
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PREFERENCE IN AWARD OF GOVERNMENT CONTRACTS 


The third major point for your attention is the apparent current 
policy of the Civil Aeronautics Board, as indicated in numerous recent 
Board determinations and orders. This policy appears to be that the 
certificated passenger carriers (the carriers subsidized or eligible for 
subsidy) should be given preference in the award of Government con 
tracts generally. This includes contracts for charter flights and con- 
tracts for the carriage of nonpriority surface mail by air, regardless of 
offers received from the airlift and airfreight carriers which in many 
instances were more advantageous to the Government. 

TAG does not believe that it is proper or consistent with the intent 
of the Congress, or in the national interest that it be a prerequisite to 
the award of Government contracts that an air carrier be subsidized 
or made eligible for subsidy by the CAB. Furthermore, in followin; 
such a policy, subsidy takes on another form and, in effect, becomes a 
hidden subsidy 

Let me again quote from Congressman Sheppard’s remarks of 
April 8: 

What is the Civil Aeronautics Board doing to foster the all-cargo airlines, this 
relatively new and extremely important segment of our air industry? I will tell 
you what they are doing 

I have investigated this matter in quite some detail and have found beyond 
question that the Civil Aeronautics Board has imposed every restriction, inhibi- 


tion, and difficulty imaginable on these all-cargo-carrying lines. They have made 
it as difficult for them to operate as is possible. 


DUPLICATION OF SERVICES BETWEEN UNITED STATES CARRIERS 


Fourth, as a major point, it is trusted that this committee will care- 
fully reconsider the recommendation which has now been reported in 
the recent Air Coordinating Committee Review of National Aviation 
Policy. ‘This pertains to the recommendation that route decisions in 
overseas operation should recognize the necessity of avoiding or elimi- 
nating uneconomic duplication of services between United States 
carriers. ‘CAG offers these four facts for your consideration: 

1. After carefully evaluating all economic factors, the CAB ex- 
aminer has recommended the certification of an all-cargo United States 
flag carrier over the Atlantic to conduct scheduled service between the 
United States and Europe after carefully examining all the factors 
involved. 

2. The Department of Defense has recommended the certification 
of an all-cargo carrier over the Atlantic. They further stated that 
such carrier was needed for national defense and in order to provide 
airlift not available by presently certificated carriers; 

3. The all-cargo carrier recommended by the examiner has requested 
no subsidy. 

4. A British all-cargo carrier has been granted a permit by the 
United States and is shortly to start operation over this route, while 
we are still waiting after 7 years to see if an American carrier can so do. 


HEALTHY CARGO AND CONTRACT CARRIER IN PUBLIC INTEREST 
In conclusion may I make the following observation. Although 


our privately financed airlift and airfreight carrier members receive 
no subsidy, and are not here seeking subsidy, we do feel that it is in 
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the national interest and consistent with the policy established by 
Congress in the Civil Aeronautics Act that this segment of the air 
transportation industry be encouraged in its development by the 
agencies of the United States Government, and that the maintenance 
of a healthy cargo and contract carrier industry be recognized as in 
the public interest and in accordnace with the public convenience and 
necessity on an equal footing with other segments of the air trans- 
portation industry who have been afforded Government protection 
and subsidy aid. 

We will not go so far as to request that the committee take formal 
action to place a limitation on the use or grant of subsidy funds to 
the effect that no airline receiving funds as subsidy aid shall, because 
of such grant, be entitled to preferential treatment in the award of 
Government contracts by virtue of having received or been made 
eligible for such subsidy; however, we do request that the intent of 
Congress in this regard be clarified by the committee at the time any 
funds for subsidy aid may be recommended by the committee. 

Senator Smita. Thank you very much, Mr. Hackney. 

Mr. Hackney. | wish to express my appreciation for the oppor- 
tunity 
FrperaL Arp Arrportr 


SCIOTO COUNTY, OHIO 


STATEMENT OF JOHN M. McELROY, ADMINISTRATIVE 
ASSISTANT TO SENATOR BRICKER 


FUNDS FOR PROJECT URGED 


Senator Smiru. We will hear Mr. McElroy of Senator Bricker’s 
staff. 

Mr. McExroy. I am John M. McElroy, administrative assistant 
to Senator Bricker. Senator Bricker had planned to be here this 
afternoon to present the details in connection with Scioto County. 
He regrets very much that business on the floor has detained him. If 
he were here Senator Bricker would speak on behalf of the appropria- 
tion of airport funds in this session of Congress. 

As chairman of the Senate Committee on Interstate and Foreign 
Commerce he is well aware of the great lapse of time between alloca- 
tion of funds for airports and the time that airport improvements are 
actually completed. He believes that the Scioto County airport 
project is especially meritorious. The CAA has already approved 
this project, and the people of the community have done all that can 
be expected of thtem to get the project underway. They have author- 
ized a bond issue in the amount of $400,000, have sold their bonds, the 
money is in the bank, and the community is paying interest on the 
bonds that have been sold. 

The area is particularly important from a national-defense stand- 
point. The Scioto County airport would serve the new atomic- 
energy plant, a billion-dollar plant now being constructed in Pike 
County. There is no major airport closer than 100 miles to the 
atomic plant. 
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So from the standpoint of national defense and not only service 
to the atomie plant itself but other plants in the area it is urgent that 
the Scioto County airport be completed 

Now, Senator Smith, | would like to introduce Commissioner 
Leedom. 

SCIOTO COUNTY, OHTO, AIRPORT 


STATEMENT OF ROBERT R. LEEDOM, COUNTY COMMISSIONER 
OF SCIOTO COUNTY, PORTSMOUTH, OHIO 


PREPA.ED STATEMENT 


Senator Smira. Mr. Leedom, we are very glad to have you here 
and glad to hear your statement. 

Mr. Leepom. Thank vou 

Mr. McElroy, Madame Chairman, and members of the sub 
committee, my name is Robert R. Leedom, county commissioner of 
Scioto County, Ohio. I have with me a prepared statement, but in 
order to conserve the time of the subcommittee I ask that it be printed 
in the record at this point, and I will merely read a few highlights 

Senator Smirx. Without objection your complete statement will be 
printed in the record, and we will be glad to hear you highlight it 

(The statement referred to follows 


STATEMENT OF Ropertr R. Leepom or PortsmoutH, Onto 


Mr. Chairman and members of the subcommittee, my name is Robert 1] 


Leedom. I am a county commissioner of Scioto County, Ohio, and I represent 
the people of Scioto County here today 1 am here to testify in behalf of ar 
appropriation this year for the Federal airport program, in order that the pro 
posed airport in Scioto County, Ohio, located close by the Government's huge 
new atomic-energy plant, can be constructed as quickly as possible It 


urgently needed. 
The city of Portsmouth, county seat of Scioto County, is located in south 


central Ohio at the juncture of the Scioto and Ohio Pivers, about a hundred mile 
east of Cincinnati, about a hundred miles south of Columbus, and about a hundred 
miles west of Charleston, W. Va. These are the nearest major airports Phe 


population of greater Portsmouth is about 50,000 and that of Scioto County 
about 90,000. The population of the six counties that would be served by the 
proposed Portsmouth Airport is about 200,000. 

The city of Portsmouth is an established industrial community which is n 
undergoing tremendous expansion, along with that whole general area Ports 
mouth has 2 large shoe-manufacturing plants and | large steel mill, a huge rail 
road yard, in addition to other industries, The Detroit Steel Corp, has jus 
finished a $60 million expansion and development program in Portsmoutl It 
has built an ultramodern, completely integrated steel mill capable of holding its 
oWn against any competition, and this development has placed our comm 
in the front ranks of defense industry 

One of the Nation’s largest chemical companies has purchased several hundred 
acres of land along the Ohio River near Portsmouth and is now spending near! 
$1 million testing a system of waste disposal. We believe they will build a larger 
plant at this location. Large plants connected with the steel and chemical indus 
tries have been situated in the vicinity of Ironton, Ohio, which is about 20 miles 
from Portsmouth. 

All of this industrial expansion and activity was enough in itself to cause the 
people of Scioto County to desire an airport to meet an obvious transportation 
need, The expanded industries were themselves demanding it and other indu 
tries thinking seriously of coming into the area were indicating extreme interest 
in an airport as a prerequisite for their moving into the area 

Now upon this background of industrial and population need for an airport 
must be superimposed an event which occurred on August 12, 1952 which was to 
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have a tremendous impact upon all of southern Ohio. It was on this date that the 
Atomic Energy Commission announced the location of the huge new gaseous 
diffusion plant just a few miles north of Portsmouth. The plant is to cost 
$1,219,000,000. Construction is now well underway and we are proud of the 
fact that it is well ahead of schedule and that there have been very few delays 
because of labor disputes. Our area has cooperated to the utmost to show our 
interest in and support for this great project. The location of the atomic plant 
nearby has other repercussions. 

A huge 1 million-kilowatt electric power plant is being built near Gallipolis, 
Ohio, not far up the Ohio River from Portsmouth, which will further add to the 
cheap power potential for our area. The Atomic Energy Commission is eontract- 
ing for a 60,000-kilowatt experimental nuclear power plant at Pittsburgh, which 
will be a further powerful attraction to new industry in the whole central Ohio 
Valley area. 

Although a large proportion of the power potential of the Gallipolis plant will 
be used for the atomic energy plant, a substantial amount will be available for 
new industries coming into the area. Thus, today many other manufacturers, 
large and small, are looking toward the Scioto County area for future plant loca- 
tions to benefit from our industrial advantages. They invariably ask ‘‘Do you 
have an airport?’”’ So we need the airport not only to supply the needs of present 
population, defense industries, and Government facilities, but also for the indus- 
trial growth of the future, 

Consistently, for more than 10 years, we have worked closely with the Civil 
Aeronautics Administration and have been encouraged by them to build a proper, 
modern airport. Always they have promised Federal participation—if a satis- 
factory site were located—if the airport plans were approved—if the local funds 
were provided. The Federal Aid Airport Act of 1946 had set up a Federal match- 
ing program in which the Federal Government would pay one half of the cost of 
CAA-approved airports, after the local community had raised funds for its half 

During the years leading up to 1952 local civic leaders worked with the CAA 
toward the goal of building an airport. During this period also the national 
airport plan, and the statewide plan of the Ohio Aviation Board listed Portsmouth 
as a location requiring a new airport. In addition, the Civil Aeronautics Board 
has issued a certificate of public convenience and necessity to Piedmont Airlines, 
Inec., authorizing them to provide commercial airline service to Portsmouth, Ohio. 
Evidently they recognized a need for such service in issuing this certificate. 

During 1950, again with CAA approval, in order to get started on the engi- 
neering, the city of Portsmouth borrowed $12,000 from the Federal Government. 
With that money a contract was entered into with a qualified airport engineer, 
Mr. C. B. Randall, of Columbus, Ohio. Some 11 sites were investigated. These 
were narrowed to four, then finally a site was selected near Minford, Ohio, which 
meets every requirement for a modern airport. This site was inspected and 
approved by CAA representatives. 

It was decided in 1952 that the proposed airport should be a countywide project 
rather than a city project. Upon the advice of CAA a countywide bond issue 
was placed on the ballot at the November 1952 general election, asking for the 
approval of a $400,000 bond issue to provide the necessary local matching funds 
needed for the construction of the project. The voters overwhelmingly approved 
this bond issue. The bonds were sold and the money put in the bank. 

Since that time the Scioto County commissioners have acquired all the land 
necessary for the airport, without the necessity for condemnation proceedings. 
Under the CAA rules the county can go no farther in its preparation for the air- 
port without jeopardizing the receipt of any Federal aid. Although the Federal 
Government will pay its ahare of local funds spent for land acquisition, the Federal 
rule is that Federal matching funds will not be available for airport construction 
which is entered into before the Federal funds are appropriated. 

The completed plans for the Scioto County airport have been approved by the 
CAA engineers in Columbus, Ohio, in Chicago, and in Washington. 

We have been in close contact with, and followed the advice of the CAA every 
step of the way. CAA saw the need for our airport. CAA advised us to get our 
plans ready for its approval. CAA approved our engineering plans and site. 
CAA advised us to submit our bond issue. CAA urged us to acquire the site 
after the bond issue was passed. 

For the last year and a half the people of Scioto County have felt like the bride 
left waiting at the church. And, we might add, a bride with a dowry of $400,000. 
Since the first of last year we have been told that no Federal funds are available. 
Yet the need for the airport is even greater today that it was in 1952. The 
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atomic energy plant, Detroit Steel’s expansion, a new State mental receiving 
hospital, 2 large shoe manufacturing plants with national and international dis- 
tribution, plus the normal requirements of a 6-county area of more than 200,000 
population in a section of Ohio not adequately served by any kind of fast trans- 
portation, all are mute testimony to the area’s great and growing need for modern 
air transportation and the services of a modest airport. 

We who believe in a strong national airport program and in Scioto County’s 
part in that program are now having a difficult time explaining this unseemly delay 
in Federal participation to our people. Shall we tell them we were misled? Shall 
we tell them the Federal Government has changed its mind? The bonds have 
been sold. Interest is being paid on them. Most of the $400,000 is now invested 
in short-term Government securities so as to minimize the loss and so as to be 
immediately available. Some money has already been spent to acquire the 
necessary land. What shall we do now? 

Must we tell our voters that the Government does not recognize the need for 
an airport in our area? It seems obvious that one is needed, for the many reasons 
we have told you. The Federal Government is spending over a billion dollars 
for the atomic energy plant in our area and some 22 millions for highway con 
struction to serve that plant, including a highway now under construction from 
the atom plant to the airport site. 

At no point have we allowed our enthusiastic desire for an airport to exceed 
the bounds of discretion. Our plans are modest and reasonable. We do not 
expect Portsmouth ever to be a stop for huge transcontinental aircraft on regular 
schedules. At the same time, we believe we must have quick access to such 
airports. Our program does not call for the expenditure of millions of dollars 
nor even $1 million. We do not believe in asking for twice what we actually need. 
We do not propose to saddle either our Scioto County taxpayers or the Federal 
Government with expenses that cannot be justified by reason and fact. 

Our unhappy situation was brought to the attention of your committee last 
year and your committee recognized the need for an appropriation for the Federal 
airport program with particular consideration for communities who had already 
raised their matching finds in good faith. 

Here are the words of the Senate Appropriations Committee at page 14 of ite 
report on last year’s appropriation bill: 

“For the Federal-aid airport program, Federal Airport Act, the committee 
recommends an appropriation of $12,500,000. This sum will permit the Govern- 
ment to partially carry out its good-faith obligations to those States and munici- 
palities which have raised their share of the matching funds required under this 
program.,”’ 

Gentlemen, we come to you as citizens who placed our confidence in our 
Government’s plans to encourage the progress of aviation as an essential means 
of transportation, and we urge you to appropriate a substantial sum for the 
Federal-aid airport program. Should you decide to approve some degree of 
Federal aid to airports we feel sure that the Scioto County project will receive 
the funds it so urgently needs, particularly if language is included in your report 
similar to that of last year. If the aid program is not approved, certainly some 
provision should be made toward alleviating the urgent need for funds where the 
local community has supplied its share of the money toward an airport that is 
clearly most essential to the national defense. 


GENERAL STATEMENT 


Mr. Lezpom. Thank you, Madam Chairman. 

I am here to testify on behalf of an appropriation this year for the 
Federal airport program in order that the proposed airport in Scioto 
County, Ohio, located close by the Government’s huge new atomic- 
energy plant, can be constructed as quickly as possible. It is urgently 
needed. 

The population of the 6 counties that would be served by the pro- 
posed Portsmouth Airport is about 200,000. It is about 100 miles 
from Portsmouth to the nearest major airport. The city of Ports- 
mouth is an established industrial community which is now under- 
going tremendous expansion along with that whole area. Portsmouth 
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has 2 large shoe-manufacturing plants and 1 large steel mill, a huge 
railroad yard in addition to other industries. 

The Detroit Steel Co. has just finished a $60 million expansion and 
development program in Portsmouth. Upon this background of 
industrial and population need for an airport must be superimposed 
an event which occurred August 12, 1952, which was to have a tre- 
mendous impact upon all of southern Ohio. It was on this date that 
the Atomic Energy Commission announced the location of the huge 
new gaseous diffusion plant just a few miles north of Portsmouth. 


ESTIMATED COST 


The plant is to cost $1,219,000. Construction is now well under 
way, and we are proud of the fact that it is well ahead of schedule and 
that there have been very few delays because of labor disputes, 

Consistently, for more than 10 years, we have worked closely with 
the Civil Aeronautics Administration and have been encouraged by 
them to build a proper, modern airport. Always they have promised 
Federal participation—if a satisfactory site were located, if the air- 
port plans were approved, if the funds were provided. The Federal 
Aid Airport Act of 1946 had set up a Federal matching program in 
which the Federal Government would pay one-half of the cost of 
CAA-approved airports, after the local community had raised funds 
for its half. 

During the years leading up to 1952 local civic leaders worked with 
the CAA toward the goal of building an airport. During this period 
also the national airport plan, and the statwide plan of the Ohio 
Aviation Board listed Portsmouth as a location requiring a new air- 
port. In addition, the Civil Aeronautics Board issued a certificate of 
public convenience and necessity to Piedmont Airlines, Inc., authoriz- 
ing them to provide commercial airline service to Portsmouth, Ohio. 
Evidently they recognized a need for such service in issuing this cer- 
tificate. 

INSPECTION AND APPROVAL OF SITE 


During 1952, again with CAA approval, in order to get started on 
the engineering, the city of Portsmouth borrowed $12,000 from the 
Federal Government. With that money a contract was entered into 
with a qualified airport engineer, Mr. C. B. Randall, of Columbus, 
Ohio. Some 11 sites were investigated, these were narrowed to 4, 
then finally a site was selected near Minford, Ohio, which meets 
every requirement for a modern airport. This site was inspected and 
approved by CAA representatives. 

It was decided in 1952 that the proposed airport should be a county- 
wide project rather than a city project. Upon the advice of CAA a 
countywide bond issue was placed on the ballot at the November 
1952 general election, asking for the approval of a $400,000 bond issue 
to provide the necessary local matching funds needed for the construc- 
tion of the project. 

APPROVAL OF BOND ISSUE 


The voters overwhelmingly approved this bond issue. The bonds 
were sold and the money put in the bank. 

Since that time the Scioto County commissioners have acquired all 
the land necessary for the airport, without the necessity for condemna- 
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tion proceedings. Under the CAA rules the county can go no further 
in its preparation for the airport without jeopardizing the receipt of 
any Federal aid. Although the Federal Government will pay its 
share of local funds spent for land acquisition, the Federal rule is that 
Federal matching funds will not be available for airport construction 
which is entered into before the Federal funds are appropriated. 

The completed plans for the Scioto County Airport have been ap- 
proved by the CAA engineers in Columbus, Ohio; in Chicago, in New 
York; and in Washington. 

We have been in close contact with and followed the advice of the 
CAA every step of the way. CAA saw the need for our airport. 
CAA advised us to get our plans ready for its approval. CAA ap- 
proved our engineering plans and site. CAA advised us to submit our 
bond issue. CAA urged us to acquire the site after the bond issue 
was passed. 

NEED FOR AIRPORT 


For the last year and a half the people of Scioto County have felt 
like the bride left waiting at the church. And, we might add, a bride 
with a dowry of $400,000. Since the first of last year we have been 
told that no Federal funds are available. Yet the need for the airport 
is even greater today than it was in 1952. The atomic energy plant, 
Detroit Steel’s expansion, a new State mental receiving hospital, 
large shoe-manufacturing plants with national and international dis- 
tribution, plus the normal requirements of a 6-county area of more 
than 200,000 population in a section of Ohio not adequately served by 
any kind of fast transportation, all are mute testimony to the area’s 
great and growing need for modern air transportation and the services 
of a modest airport. 

We who believe in a strong national airport program and in Scioto 
County’s part in that program are now having a difficult time explain- 
ing this unseemly delay in Federal participation to our people. Shall 
we tell them we were misled? Shall we tell them the Federal Govern- 
ment has changed its mind? The bonds have been sold. Interest is 
being paid on them. Most of the $400,000 is now invested in short- 
term Government securities so as to minimize the loss and so as to be 
immediately available. Some money has already been spent to ac- 
quire the necessary land. What shall we do now? 

Our unhappy situation was brought to the attention of your com- 
mittee last year and your committee recognized the need for an appro- 
priation for the Federal airport program with particular consideration 
for communities who had already raised their matching funds in good 
faith, 

COMMITTEE REPORT 


Here are the words of the Senate Appropriations Committee at 
page 14 of its report on last year’s appropriation bill: 

For the Federal-aid airport program, Federal Airport Act, the committee 
recommends an appropriation of $12,500,000. This sum will permit the Govern- 
ment to partially carry out its goodfaith obligations to those States and munici- 
palities which have raised their share of the matching funds required under this 
program. 

Gentlemen, we come to you as citizens who placed our confidence 
in our Government’s plans to encourage the progress of aviation as 
an essential means of transportation, and we urge you to appropriate 
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a substantial sum for the Federal-aid airport program. Should you 
decide to approve some degree of Federal aid to airports we feel sure 
that the Scioto County project will receive the funds it so urgently 
needs, particularly if language is included in your report similar to 
that of last year. If the air program is not approved, certainly some 
provision should be made toward alleviating the urgent need for 
funds where the local community has supplied its share of the money 
toward an airport that {s clearly most essential to the national defense. 

Appearing here with me today are the other two Scioto County 
commissioners, Mr. Ted Stratton and Mr. Lawrence Fitch; Mr. James 
Skaates, secretary of the chamber of commerce; Mr. William Burns 
of the Portsmouth Times, also secretary of the Scioto Aviation Com- 
mittee; Mr. Dewey Pack of the chamber of commerce aviation com- 
mittee; Mr. James D. Williams, Jr., a Portsmouth attorney who is 
practicing here in Washington; and Mr. O. Carson Barklow, county 
engineer, “who will be happy to answer any of your questions concern- 
ing the technical aspects of the project. 

We greatly appreciate the opportunity to be heard on this matter. 

Thank you. 

Mr. McE roy. I think, Madam Chairman, you would like to hear 
from Congressman Polk. 
Senator Smith. Go right ahead, sir. 


SCIOTO COUNTY, OHIO, AIRPORT 


STATEMENT OF HON. JAMES G. POLK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


GENERAL STATEMENT 


Representative Potk. Madam Chairman, it is a real privilege to 
appear here in behalf of the citizens of Scioto County and the sur- 
rounding area who are so greatly interested in appropriations under 
the Federal-aid airport program. As Mr. Leedom has very clearly 
pointed out, the citizens of Scioto County, feeling that they were fully 
justified in so doing, passed a bond issue eaaaty 2 years ago in an 
amount of $400,000 for the purpose of matching what they expected 
to be a like sum from the Federal Government. 

At that time the Federal-aid airport program was in action and 
they were fully justified, I believe, in issuing this amount of bonds. 
They sold the bonds, they put the money in the bank and purchased 
193 acres of land which was approved by the Civil Aeronautics 
Administration. 

Now under the present administration the Federal-aid airport 
program has been discontinued, we hope temporarily. We feel that 
in this air age in which we are now living that Federal aid for airports 
is absolutely essential. Local communities are not able to supply 
all of the funds for this purpose. To me it seems to be comparable 
to our Federal-aid highway program. We appropriate millions of 
dollars for Federal aid to highways, very justly and properly so. 

I believe that we have a similar responsibility to appropriate 
money for Federal aid for airports and particularly to cover cases 
like the Scioto County project where in good faith the county com- 
missioners, relying upon at least an implied promise from the Govern- 
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ment that if they would raise $400,000 the Federal Government would 
match that with a like amount of money. 


CONTINUING APPROPRIATION URGED 


So I strongly urge your committee to sympathetically consider this 
question of continuing the Federal appropriation for Federal aid to 
airports. I have been advised through reports in the press that 
there are probably 1,900 proposed projects throughout the United 
States which are relying upon this implied promise that the Govern- 
ment would supply funds to match locally raised money for this 
purpose. It seems to me a moral obligation on the part of the Gov- 
ernment to take care of these projects like the Scioto County project, 
and I would like to mention 1 or 2 other items as Mr. Leedom well 
said. 

A very large national defense project is located some 10 or 12 miles 
from this proposed airport in Scioto County. The Government is 
spending considerably more than $1 billion on this project. Further- 
more, the Detroit Steel Corp. has expanded their plant at Portsmouth 
by an amount of about $60 million. There is a great need for an 
airport at Portsmouth. It is a project that will have a considerable 
volume of air travel. As was pointed out, it is approximately 100 
miles from Portsmouth to any now established airfield. Cincinnati, 
Columbus, and Charleston, W. Va., are the three airfields that must 
be now used. They are all approximately 100 miles from this area. 
There is no other airfield in this entire area in southern Ohio, and for 
that reason we strongly urge the Portsmouth project. 

It seems to me that it would be sound public policy for the Congress 
to authorize at least $12.5 million for this purpose. I think that the 
Government could probably use as much as $20 million for this very 
worthy type of Federal aid. 

I want to conclude by saying I know that your committee is sympa- 
thetic with this problem, and if there are any questions I certainly 
will endeavor to answer them. 

Senator Smirx. Thank you very much, Congressman Polk, we are 
pleased to have you over here on this item. 

Mr. McE.roy. We also have Congressman Jenkins present. Con- 
gressman Jenkins presided at the ceremonies in the rotunda this 
morning. 

Senator Smiru. If there is anything that you would like to tell us, 
Congressman, we would be glad to hear from you. 


SCIOTO COUNTY, OHIO, ATRPORT 


STATEMENT OF HON. THOMAS A, JENKINS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OHIO 


GENERAL STATEMENT 


Representative Jenkins. Madam Chairman, I live down in the 
section where this proposed airport would be located; I have lived 
there all my life, and that is a long time. This business of getting 
an airport down there is not a new matter. I remember that nearly 
20 years ago I took an active interest in trying to get an airport down 
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in that section of the State. As you all know, the airlines, just like 
the railroads, run east and west across the country and very few run 
north and south. 

I thought maybe we could do something about that. I had a very 
thorough survey made, and it was determined that the best location 
from the matter of terrain would have been out below Jackson. That 
would have answered more purposes, they thought. But when they 
went to consider that location they claimed that it was too near to 
Dayton if we were going to make a military airport out of it, but, of 
course, we did not have that in mind, 

Later I had a survey made to establish an airport somewhere in 
that area, but the hills are such that they did not recommend that 
territory and as you know you cannot build an airport runway across 
the highway. And you cannot run one across a railroad. With 
these three objections I found that it was almost impossible to find a 
location in those sections. But the condition at Portsmouth is different. 
So you see I have been working on this job longer than the Scioto 
County people have been, I think. 

Now, Madam Chairman, I am going to address something personal 
to you. I am a member of the W ays and Means Committee, and I 
am one of those who has to help get the money to run this country 
with, and I am pretty bard-boiled and pretty stingy. 

Senator Suita. | have heard that. 


LOCAL PARTICIPATION 


aeeeeiey Jenkins. | do not like to spend Government money 
any more than I do my own money as far as that is concerned, but 
there is an element in this case, an element of honor, and I think it 
ought not to be overlooked. Now these people down in the Ports- 
mouth area have obligated themselves. They obligated themselves 
believing that the Government would come on with its part necessary 
to build this airport. 

Now then, you may say, ‘Well, you did not make the agreement.’ 
This may be so literally but actually there was an understanding i 
if that city, that county, bonded itself for $400,000 that somebody 
from the Government committees would come through with money 
to match the people’s money. 

They thought that the appropriations committees of the Senate 
and House and the CAA would come along with the financing. It 
has not been done. The Congress is never going to erase that smear 
on the escutcheon of this great republic of ours until that is done and 
the sooner it is done the better it will be. 

Now then, who will benefit by this? Of course all the people down 
there will, but the poor people do not ride airplanes very much. 
And the farmers do not ride airplanes very much. It is the business 
people who use the airplanes. We do not need airplanes in agricultural 
country as we do in the business sections. What is the situation 
down in that section along the Ohio River? In the past 30 years I 
have seen millions and billions of dollars come in there by way of 
improvement. 

The other day we had a meeting at the big atomic energy plant in 
that immediate section. There were two prominent Government men 
from Washington attending that meeting. When it came time for 
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them to go home one of them wanted to go to Columbus to proceed 
to Washington, and the other wanted to go to Cincinnati to proceed 
someplace else. What did we have to do? We had to take one man 
about 75 miles in an automobile to catch a train to get him to Cin- 
cinnati to catch the train he wanted. And the other one had to go 
up to Columbus, nearly 100 miles. 

That does not obtain in very many places. It does not obtain close 
to Columbus or out of Cincinnati or any of these big cities. I believe 
they have been getting some of the money that ought to go to us. 

I beseech you, those who have authority as members of the Appro- 
priations Committee up here in Washington to consider that our 
claim is not an idle gesture. These men do not come here today just for 
fun. Furthermore, if you have any doubts about this position that 
I advance, with reference to this moral proposition, I will be glad to 
develop that and show we are right in there and that this great United 
States cannot afford to deny these people an appropriation to provide 
for the construction of this airport. I do not think it is right, and | 
leave it there. 

Senator Smrrn. Congressman, did you present this matter to the 
House Appropriations Committee? 

Representative Jenkins. Yes; but not quite as vociferously as we 
have here, because we thought we were going to get something over 
there, and we were badly disappointed. 

Senator Smiru. What is the nearest airport to Portsmouth? 

Representative Jenkins. The nearest one, it depends on which 
way you want to go. Cincinnati is 106 miles. Columbus is 118 
miles. If you want to go to Charleston it is 110. If you want to 
go, and, of course, you would not want to go down straight south to 
Louisville, because it would not be good transportation to proceed 
that way. 

Senator Smirn. I would think that that pamphlet, it would be well 
to put it in the record. Would you like that? 

Representative Jenkins. Yes, indeed. 

Senator Smrru. I think it would be helpful to the committee when 
they get to it. 

(The document referred to follows:) 


Scroro County (PorrsmouTs) Atreort: Its NECESSITY AND CURRENT STATUS, 
PortTsMouUTH, OHIO 

Since August 12, 1952, a tremendous need has grown for an airport to serve 
Portsmouth, Ohio, and 6 counties in the immediate area comprising a population 
of 200,000. It was on this date that the United States Atomie Energy Commis- 
sion established its Portsmouth area project and selected a site 18 miles north of 
the city of Portsmouth in Pike County, Ohio, for constructing its $1,219 million 
gaseous diffusion plant to produce Uranium 235, 

Prior to that time, the people of Portsmouth (county seat of Scioto County, 
Ohio) had not taken advantage of the Federal-aid airport program under the 
Federal Airport Act of May 18, 1946. The reason was that we did not feel that 
an expenditure of the magnitude necessary was justified for economic reasons. 

However, since August 12, 1952, there has been a tremendous growth in popula- 
tion, a tremendous new flow of transportation and an ever increasing demand for 
air transport facilities. 

Realizing this need for air facilities, the people of Scioto County voted on 
November 4, 1952, by the overwhelming margin of 62 percent, to issue $400,000 
in bonds with which to pay half the cost of construction of a modest but adequate 
airport. These bonds were votea in compliance with the Federal Airport Act 
passed by Congress May 13, 1946. 
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Under this act the Federal Government, in effect, made a contract with the 
people of Scioto County under which it pledged 50 percent of the cost of the 
cost of the airport construction and land acquisition. 


THE NEED FOR AIR TRANSPORT IN THE PORTSMOUTH, SOUTH CENTRAL OHIO AREA 


Scioto County has a population of 90,000. The major industries in the area 
requiring air transportation are Detroit Steel Corp., which operates a fully 
integrated steel mill with blast furnace, open hearths and finishing capacity for 
sheets and rod and wire materials; the Selby Shoe Co., which conducts a worldwide 
business in high-grade women’s shoes with 26 licensees operating in 17 countries 
throughout the world; the Williams Mfg. Co., which operates a nationwide busi- 
ness in women’s shoes; the Ohio Stove Co., which manufactures and sells stoves 
and grav iron castings throughout the Middle West and South; Mitchellace, Inc., 
which produces and sells shoelaces throughout the Nation; Doerr & Associates, 
who operate a national display studio furnishing advertisements to nationwide 
retail outlets. 

All of these industries require air transportation, and would use it if available, 
for their salesmen, customers and suppliers traveling into and out of this area. 
Also this port will serve Jackson, Ohio, Ironton, Ohio, and northern Kentucky. 
All of which possess great potential air travel. 

In addition, the Atomic Energy Commission project has tripled or quadrupled 
the need for air transport. It now has nearly 14,000 workers employed on con- 
struction of the atomic energy plant, and this number is being increased steadily 
each week until a peak of 30,000 workers will be reached in 1955 and 1956. 

This tremendous development requires a huge flow of suppliers, engineers, 
supervisors, contractors, and experts coming in and going out of the area con- 
tinually. 

CONVENIENT LOCATION 


The proposed Scioto County Airport approved site by CAA is located just 
outside the village of Minford, Ohio, in Scioto County, 13 miles by highway from 
downtown Portsmouth, about 25 minutes’ driving time. 

It is located 9 miles from the Detroit Steel Corp. plant, or about 18 minutes’ 
driving time. 

It is located 13 miles from the atomic energy plant site, about 20 minutes’ 
driving time 

The location was selected and approved by Civil Aeronautics Administration 
engineers 

The city of Portsmouth employed a private engineer, 8. B. Randall, of Colum- 
bus, to make a survey as to the need for an airport and to design detailed plans 
and specifications for a 4,500-foot concrete runway with necessary adjoining 
taxi and parking strips. His entire plans have been approved by the CAA. 

State and Federal highway aid are now building an improved modern highway 
from the atomic plant site to the entrance of the airport site. 


TRANSPORTATION DIFFICULTY 


Portsmouth is without adequate transportation facilities from most centers of 
Ohio and most major centers of the United States. 

It has good railroad service between Cincinnati, Ohio, and Washington, D. C., 
but other than that, the only means of travel to other points is by automobile 
or bus, both of which are irritatingly slow and consume many hours and days of 
valuable time. 

For example: 

From Oak Ridge, Tenn., where the Atomic Energy Commission has its head- 
quarters in charge of its Portsmouth area, the only transportation available is 
by highway—a trip of 8 hours, or an entire day—or by train, which requires 14 
hours and a change of trains at Cincinnati plus private auto travel from Ports- 
mouth to the atomic energy plant. AEC executives continually are wasting 
2 days in making each trip to Portsmouth from Oak Ridge, Tenn. 

From Akron, Ohio, where Goodyear Atomic Corp. has its headquarters, there is 
no train service and the only means of transportation is a 6-hour trip by auto- 
mobile or a 10-hour trip by bus. Executives of Goodyear continually are wasting 
2 days in making each trip to Portsmouth. 

From Detroit, where Detroit Steel Corp. has its headquarters, there is no 
direct train service. A trip from Detroit to Portsmouth requires a whole day; 
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from Detroit to Columbus by train or air and thence by auto or bus to Perts- 
mouth, executives of Detroit Steel continually are wasting 2 days in making each 
trip to Portsmouth. 


CURRENT STATUS OF SCIOTO COUNTY AIRPORT 


Every detail is ready for immediate construction of the Scioto County Airport 
as soon as Congress appropriates the Federal Government’s 50-percent share 

Engineering has been completed, drawings all made. 

Approval has been issued by the Civil Aeronautics Administration, New York 
office and Washington. All recommendations have been aecepted by Scioto 
County. 

The site has been acquired. 

The local money is in the bank. The county has issued its $400,000 in bonds 
and is ready to proceed with its share of the project 

The CAA has authorized the need for feeder service for the area 

Local data have been compiled and turned in to the CAA, showing the use an 
airport would get from airline passengers, executive industrial and business air- 
craft, airmail, air express, air parcel post. The Atomic Energy Commission, 
Goodyear Atomic Corp., Detroit Steel Corp., and numerous others already have 
testified in writing as to their need for an airport. 

The Federal Government is presently wasting thousands of dollars in time 
through slow transportation for personnel coming in and out of the area in 
connection with the atomic energy plant. 

The number of persons involved is increasing continuously, until a peak of 
30,000 will be reached in 1955 and 1956, and from then on the atomic energy 
plant will have a permanent personnel of 4,000, operated by Goodyear Atomic 
Corp. with AEC supervision. 

A CONTRACT WITH THE GOVERNMENT 

The people of Scioto County definitely feel that they have a contract with the 
Federal Government. They believe Congress should live up to that contract 
offered to and accepted by the people of Scioto County in all good faith. 

In the Federal Airport Act of 1946, Congress provided that the Federal Govern- 
ment would match, on a 50-50 basis, all costs for constructing approved airports. 
Portsmouth was placed on the approved list 

During the years after 1946, when the need was not immediately felt here and 
the people did not want to take advantage of the Government for an uneconomical 
project, Congress issued funds for 50-50 aid in constructing scores of airport 
facilities around the Nation. 

This policy continued all through 1952, and was continuing when the voters of 
Scioto County got their engineering completed and voted by an overwhelming 
majority to provide the $400,000 local money. 

The vote was made on the pledge of Congress of the United States and the 
Federal Government that it would live up to its agreement. 

Scioto County has complied with every detail of that agreement. The people 
feel that Congress and the Civil Aeronautics Administration should do likewise. 

If Portsmouth had an airport, here would be the flying times, either by airline 
or executive plane: From Oak Ridge, Tenn., 2 hours; from Akron, Ohio, 1 hour; 
from Detroit, 1 hour and 30 minutes. Thus many times a trip from any of the 
3 cities to Portsmouth could be made by air, round trip, and still leave 6 to 8 
hours of the working day for conducting necessary business in this area. 

Only air facilities Portsmouth now has is an 1,800-feot grass runway, privately 
operated, which is not considered safe for more than very light aircraft and cannot 
be used for executive-type planes or airline planes. It is subject to inundation 
of high water and often unusable because of fog. The CAA has refused to permit 
airlines to use the local existing grass airport 


AREA SERVED RY AN AIRPORT 


The proposed Scioto County Airport would serve in closest immediate proximity 
the Federal Government’s gigantic atomic energy plant, plus the industries, 
merchants, professional people, and travelers of Portsmouth. 

It would transport thousands of letters and parcels, incoming and outgoing, 
in airmail each year. 

It would transport air express of such diverse items as local factories’ shoes, 
parts, food, and merchandise. 
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In addition, the following communities would be served by the airport within 
easy driving distance: The rapidly growing Pike County communities of Waverly 
and Piketon, half an hour way; Jackson, Ohio, 40 minutes away; West Union, 
Ohio, 40 minutes away; Ironton, Ohio, 45 minutes away; Ashland, Ky., 45 minutes 
away 


AIRLINE SERVICE 


In addition to industry and business executive planes, the Scioto County 
Airport would receive feeder line service, connecting Portsmouth and the atomic 
energy plant with major airports for transfer to airlines serving the entire Nation, 
and world 

Piermont Aviation, Ine., of Winston-Salem, N. C., already has applied for 
certification to Portsmouth as a stop on its route from Cincinnati, Ohio, to 
Charleston, W. Va., and the southeastern cities 

Cincinnati would provide main-line airline service with the entire Middle 
West, South, Southwest, and Far West 

Charleston would provide main-line airline service with Washington, D. C., the 
South, the Kast, and New England. 

Only airline service now available for Portsmouth is at Columbus, Ohio, 100 
miles and 3 hours by auto; Cincinnati, Ohio, 120 miles and 4 hours by auto, and 
Charleston, W. Va., 100 miles and 3 hours by auto 

One or two other feeder lines can be expected to stop at Portsmouth in the 
future, providing additional feeder service to possibly Pittsburgh and Columbus 
From both those cities additional main line airline service would be available 
Mainline American Airlines pass directly over the airport site, 


rhe local citizens are forbidden to go ahead with this project with their own 
funds, even if they wished to do so. The CAA has informed us that no local 
expenditures can be recognized other than site acquisition—and would jeopardize 
the securing of matching money for the whole project This is an excellent policy 
with which we are heartily in sympathy But it still ties our hands in getting 
started 

‘his is no “boondoggling’’ project it isa distinet, desperate need, economically 


justified to provide adequate transportation service for the most rapidly expanding 
community in the whole United States. 

For example, in 1953, just closed, Portsmouth’s bank debits led the entire 
fourth Federal Reserve district in percentage of increase over 1952. Portsmouth’s 
department store sales (as computed by the fourth Federal Reserve bank) led all 
cities in Ohio in percentage of increase. Portsmouth’s retail sales (as shown by 
Ohio State sales tax) led all cities in Ohio in percentage of increase. 

Detroit Steel Corp. has nearly completed during 1953—and will complete by 
spring of 1954—a $60 million expansion program which was labeled by the United 
States Department of Defense as a needed defense project. 

These data‘are all first-hand, emphatie proof of the growth of population and all 
sorts of activitv—all requiring adequate transportation. 

The Federal Government, participating with the State Highway Department of 
Ohio, is now spending $26 million for highway construction between Portsmouth, 
Ohio, and the atomic energy plant and Chillicothe, Ohio. Air transportation as 
a part of the integrated transportation system in this area, must be recognized in 
view of these tremendous expenditures for highways. It seems only logical and 
reasonable that the Federal Government and Congress should recognize the obli- 
gation imposed under the Airport Aid Act, when a proven necessity, as in this 
area, Is apparent 

The people of Scioto County believe the Federal Government should, and plead 
that it will, fulfill its contract in providing the 50-50 matching funds for the 
Scioto County Airport. 

Respectfully submitted 

Aviation CoM™MITTTEB, PorRTSMOUTH 
CHAMBER OF COMMERCE, 
B. LeRoy Compton, Chairman. 


GENERAL STATEMENT 


Representative Jenxrns. I want to leave this with you, Madam 
Chairman. If it comes to the point where you would want these 
engineers to come back and discuss this with you or your committee 
I understand we have established a pretty cordial relationship, with 
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the other Government agencies. I have talked with some of the men 
and they have indicated they want to go along. I think if we could 
cet the individuals on the Appropriations Committee, as powerful as 
it is, to give a little consideration to us poor people we would certainly 
be grateful. 

Senator Smiru. | feel very sorry for you. I remember one time you 
were very kind to me, Congressman Jenkins, when I was in the Hous 
However, as you know, there are not any funds in the bill before this 
committee for the Federal airport-aid program. As I recall, Secretary 
Weeks indicated the possibility of a supplemental estimate being 
submitted before the end of the fiscal year, but we have not seen any- 
thing of that supplemental as yet. 

The President did not have anything in his budget or the recom- 
mendations concerning this item, and the House did not do anything, 
and as far as I can see this committee has not anything before it to 
consider until a supplemental is proposed. But we are very glad to 
hear about it. It sounds like a very worthy cause, and one which 
should be given great consideration. 

Representative Jenkins. Let me ask you this, Senator Smith. 
Let me get the idea about what the usual procedure is. You do not 
have to send this back to the House to get this start, do you? 

Senator Smrra. Oh, no. 

Representative Jenkins. That is what I thought. 

Senator Smirn. But there is not any item, no request, no statement 
along the way for the item, and, therefore, if a supplemental would 
come in then we would have something to consider and discuss. 

Representative JENKINS. You mean then that supplemental. would 
have to come from the House? 

Senator Smrru. No, your request will be considered by this com- 
mittee, but as far as I can see it is pretty hard to get it in unless we 
have an item somewhere along the way to add to it. You see, it has 
to be presented by the budget or approved by the budget. 


PREVIOUS SENATE ACTION 


Senator Smiru. | have a great interest in Federal aid to airports 
because Maine has some small airports that we would like to have 
money for. The clerk advises me that last year $12.5 million was 
requested by the Senate committee but because the budget had no 
item for it and had not approved it the House refused to go along 
with it in conference, so it was dropped. ‘Therefore, I am quite sure 
the Senate committee would feel the same this year. If some effort 
could be made over in the House to get them to let it stay in after 
it gets in, that would be helpful. 

Mr. McE troy. If in the meantime, Senator Smith, that does come 
through it would change the situation? 

Senator Smiru. It would change the situation. I rather gathered 
that if the budget has approved it or requested it the House would not 
have turned it down. 

We thank you very, very much, and you can be assured that this 
will be given full consideration by the subcommittee and probably by 
the full committee, and if we can get any support from the other side 
it might be that we can do something for the great State of Ohio. 
Thank you ever so much. 
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Mr. McExroy. Thank you. 
Senator Smirx. We will now hear Mr. S. G. Tipton. Will you tell 
the reporter whom you represent? 


AIR TRANSPORT ASSOCIATION OF AMERICA 


STATEMENT OF STUART G. TIPTON, GENERAL COUNSEL 
PREPARED STATEMENT 


Mr. Tipron. My name is S. G. Tipton, I represent the Air Trans- 
port Association of America, which includes in its membership 43 of 
the scheduled airlines of the United States, both domestic and inter- 
national. 

Senator Smirx. Do you have a statement or do you wish to place 
your statement in the record and give us briefly what it says? 

Mr. Tirron. In view of the length of time that I am sure is available 
to me, Senator, I will present my statement, which is rather a lengthy 
one, and just hit the high spots of the statement. 

Senator Smiru. That will be fine, and without objection the com- 
plete statement as you have presented it to the Chair will be included 
in the hearings, and we will hear the high spots from it. 

(The statement referred to follows: ) 


STATEMENT OF Stuart G. Trpron GENERAL COUNSEL, AlR TRANSPORT 
ASSOCIATION OF AMERICA 


I appreciate the opportunity to make this statement as general counsel and on 
behalf of the Air Transport Association of America. I have been associated with the 
problems of commercial aviation since before the passage of the Civil Aeronautics 
Act of 1988. I have some familiarity with the history of the act as it relates to 
mail rates. During the period when legislation was being considered to separate 
mail compensation from subsidy, I was engaged in the discussions concerning 
the proposed legislation which culminated in Reorganization Plan No. 10 of 1953. 
The Air Transport Association and the airline industry supported that legislation. 

Reorganization Plan No. 10 has now been in effect a little short of a year. In 
fact, the Board appropriation, to which my testimony is directed, provides the 
first opportunity for the Civil Aeronautics Board to present a budget to the 
Congress based upon the separation of mail pay and subsidy. 

I think it is a healthy thing that the Appropriations Committees of the House 
and Senate are looking carefully into this appropriation. It is precisely what was 
intended when the separation legislation became law. It is certainly in accord 
with the intention of the President when he approved the reorganization plan 
breaking down subsidy and mail pay. 

On April 28 of this year, Senator Kennedy, of Massachusetts, released a state- 
ment which was scheduled for presentation ‘before this committee. The Senator 
calls for a reduction of $50 million in the Civil Aeronautics Board’s request for 
airline subsidies. I feel it important to direct a good portion of my statement 
to Senator Kennedy’s prepared testimony of April 28. The Senator, as part of his 
testimony, spoke in favor of S. 1360, legislation intended to implement the present 
subsidy separation law. This bill includes a number of proposals which have 
been unsuccessfully advanced before other Congresses. 

Since this committee does not intend to assess the merits of 8. 1360, I do not 
feel it necessary or desirable to explore this problem exhaustively. However, 
I think it only fair to point out that the cost standards included in 8, 1360, and 
to which Senator Kennedy referred, were rejected by both the House and Senate 
Interstate and Foreign Commerce Committees when subsidy separation legislation 
was initially being considered. ‘This proposal suggests that the Civil Aeronautics 
Board fix mail rates which do not exceed the cost of providing the service. This is 
an unprecedented and mischievous suggestion, since no other Federal agency has 
ever had its ratemaking powers so drastically circumscribed and no other form of 
transportation has ever been forced to provide a service at rates tied to such a 
basis. 
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the cost provision would establish a standard which, according to the opinion 
of competent experts adduced in testimony before the Commerce Committees of 
the House and Senate, cannot be applied except on a completely arbitrary basis 
It is a fact that about 85 percent of an airline’s costs apply to 2 or more classes of 
traffic. When the hundreds of different costs are allocated on different bases to 
the different classes of traffic and the results added up, these results are likely to 
be as fantastic as a Rube Goldberg invention. 

This proposed cost revision contained in 8. 1360 suggests a standard which 
would make the ratemaking process slower, more cumbersome, more expensive, 
and less equitable than the standard in effect today. To be specific, it it were 
included in the existing subsidy separation plan, it would not assist you in your 
consideration of the fiscal 1955 budget of the Civil Aeronautics Board. 

Before discussing the statement of Senator Kennedy in specific detail, it seems 
appropriate to explore briefly the background and history and purpose of the 
Civil Aeronautics Act as it relates to mail payments. 


I. THE POLICY OF THE CIVIL AERONAUTICS ACT IN ITS RELATION TO MAIL PAY AND 
SUBSIDY 


The framework of the development of commercial aviation in the United 
States is expressed in section 2 of the act’s declaration of policy. Everything 
which follows in the law must be related to the expression of congressional inten- 
tion as laid out in section 2. As a result, the encouragement and the development 
of an air transportation system is predicated upon a trinity of needs: the foreign 
and domestic commerce of the United States; the postal service; and the national 
defense. The development of our commercial aviation system, domestically 
and internationally, results from the administration of the Act by the Civil 
Aeronautics Board since 1938. 

In every direction, the wisdom of the promulgators of the act has justified 
itself. I do not intend to catalog at length the benefits to our air commerce 
at home and abroad. Our testimony before the Senate Interstate and Foreign 
Commerce Committee on S. 2647 discusses these commercial aviation develop- 
ments specifically. The route maps of our domestic and international air carriers, 
which you have before you, suggest the extent of that development. 

It is not only true that more people are being carried in airplanes. Even more 
important is the fact that quality of service has developed along with the increases 
in the quantity of service available to the American public, This is true not only 
of domestic air transportation but also of the international routes operated by 
United States certificated carriers. In every instance, there are more planes flying 
over more extensive routes with more people at a lower proportionate cost to the 
American taxpayer. 

It might have been contended before August 1, 1953, that mail compensation 
and subsidy payments were so interwoven that the one could not be distinguished 
from or broken away from the other. Since August 1, 1953, as a result of Reorgani- 
zation Plan No. 10, the Civil Aeronautics Board has been responsible for justifying 
and paying subsidies. Even prior to that time, the Board, as early as October of 
1952, had administratively separated subsidy from mail pay, so that the two 
separate sets of figures are available beginning in fiscal year 1951 and running 
prospectively through fiscal year 1955. 

There has been snore misinformation peddled on the subject of subsidy than 
on almost any phase of air transportation. In one respect, subsidy has been pur- 
posefully intermingled with mail payments, so that the figures of payments made 
to the airlines over the years takes on the appearance of a complete subsidization. 
In these attempts, no effort is made to distinguish between compensation rightfully 
owed the airmail carriers for providing a necessary service to the public and the 
Post Office Department. Others have sought to suggest that subsidy has not 
been properly used and that the requirements of the Civil Aeronautics Act impos- 
ing a relationship between the airlines and the national defense has resulted in 
negligible benefits to our Defense Establishment. 

The total dollars paid to the airlines, whether as subsidy or as straight mail 
compensation, is not a fair index of either the growth of subsidy or, certainly, the 
growth of air transportation. It would seem much more equitable to measure 
mail payments as a percentage of the total revenues of the certificated carriers of 
the United States than to suggest flatly that, just because the amount of mail 
and subsidy payments to be made in 1955 may be slightly higher than they were 
in 1946, that alone suggests a substantial increase in cost to the Government of 
maintaining our commercial aviation system. 
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In this connection, it is significant that, in 1948, mail payments, including both 
compensation and subsidy, constituted 11.6 percent of the gross passenger reve- 
nues of the trunklines, 23 percent of the gross passenger revenues of our inter- 
national carriers, and 69 percent of the gross passenger revenues of the local 
service airlines. In 1953, 5 years later, the percentages for this same breakdown 
of carriers were substantially less and, specifically, these percentages were as 
follows: 4 percent of the gross passenger revenues of the trunklines, 15.7 percent 
of the gross revenues of our international carriers, and 48.9 percent of the gross 
revenues of the local service airlines 


Il. RBORCANIZATION PLAN NO. 10 IS AN EQUITARLE SURSIDY SEPARATION PLAN 
CONURI HOULD SUPPORT THE CIVIL AERONAUTICS ROARD’S SUELSIDY APPRO- 
PRIATION FOR FISCAI \EAR 1955 


As was indicated briefly above, the substance of 8. 1360 has been proposed 
before and rejected. In addition to the argument suggested at the outset of 
this statement, it would seem completely unfair at this time to impose new 
requirements for subsidy separation before there is opportunity to assess the 
validity of Reorganization Plan No. 10. The Civil Aeronautics Board’s budget 
for fiscal year 1955 affords the Board and the Congress the first opportunity since 
the adoption of plan No. 10 to operate under it. There is no basis on which it 
ean be contended that the plan is either unworkable, unfeasible, or unsatisfactory 
before it is tested in practice. ‘To judge it now would, to our view, constitute a 
new departure in legislation 

We are concerned not so much about the Senator’s support of 8. 1360 as we are 
about some of the reasons advanced, suggesting the invalidity of Reorganization 
Plan No. 10 IKiven more than that, we feel that there are certain propositions 
contained in his statement which are incorrect as they apply to mail pay and 
to the place of subsidy in the legislative pattern governing air transportation 

Let me take these up substantially in the order in which they are contained in 
the Senator’s statement of April 28: : 

|. Senator Kennedy states: ‘‘The Postmaster General notes that not all of the 
subsidies have yet been removed from the mail pay, * * * (and) it is fair to say 
that the $60,223,000 of service mail pay contained in H, R. 7893 is not yet com- 
pletely desubsidized os 

We agree that the Postmaster General has said this He said it in December 
before the House Appropriations Committee which was then considering the Post 


Office appropriations bill Hie suggested that the existing rates were too high. 
Hlowever, in some respects, we are unable to take this statement of the Postmaster 
(Jeneral seriously Under existing law, if the Postmaster General thinks the rates 
he pays are too high, he has a right and an obligation to file a petition with the 
Civil Aeronautics Board requesting their reduction. Moreover, he may intervene 
in any pending proceeding To this date, however, except for his statement before 
the House Appropriations Committee, the Postmaster General had filed no paper 
with the Civil Aeronautics Board containing these objections to the allegedly 


high mail rates 

2. Senator Kennedy alleges that Congress has no obligation to appropriate for 
subsidies contained within the compensation rates set by the Civil Aeronautics 
Board and that the Board has no right to obligate the Government for such 
subsidy payments 

Senator Kennedy appended to his statement two legal opinions prepared by 
the Legislative Reference Service of the Library of Congress. There is attached 
to this statement a legal memorandum that this opinion of the Legislative Refer- 
enee Service is incorrect. Contrary to that opinion, any air carrier performing 
the service referred to in section 406 of the Civil Aeronauties Act is legally entitled 
to compensation for the performance of such service, fixed and determined in 
accordance with the provisions of section 406 (b) 

This obligation is created as a result of an implied contract between the Gov- 
ernment and the certificated carriers. It is perfeetly true that Congress may 
refuse to appropriate the money, even after the Court of Claims has rendered a 
judgment in favor of the certified carrier. This does not diminish, however, the 
legal liability which we feel to be firmly established in existing law. 

3. Senator Kennedy contends that there has been no reduction or eventual 
elimination of subsidy as predicted in 1938 

Service available to the people of the United States and abroad has vastly 
increased. I would like you to note the comparative route maps of operations 
of United States domestic and international carriers in 1953 as contrasted with 
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1938, since it has been alleged that the President of the Air Transport Association 
in 1938 suggested the speedy elimination of subsidy 

No one can quarrel with the progress which has been made under the act, 
although the question can be legitimately raised as to whether the subsidies paid 
have been justified by that progress 

If there had been no change in the amount or the class of the service and the 
degree of competition provided in 1938, there is no question that subsidy would 
have been reduced below the 1938 level. However, the progress which has beer 
attained since 1938 has been accomplished in part as a result of the intelligent 
disbursement of subsidy and of the administration of the Civil Aeronautics Act 
by the Civil Aeronautics Board. There are now 55 certificated airlines authorized 
to provide service domestically, territorially, and internationally, as compared 
with the 22 airlines providing that service at the time of the passage of the act 

In 1938, there were two types of certificated air operations: Domestic and 
international. In 1953, there were eight varieties of air carriers: Domestic 
trunklines, local service carriers, all-cargo carriers, helicopter operators, inter- 
national airlines, territorial and overseas airlines, a certificated cruise carrier, 
and airfreight forwarders. 

The volume of service has increased almost unbelievably, as I had the oppor 
tunity to point out in testimony presented before the Senate Interstate and Foreig: 
Commerce Committee on 8. 2647 introduced by Senator McCarran 

\ recent index offers a striking example of the increased air service available 
to the American passenger and of the prospective airlift potential to the national 
defense. In 1951, the first year in which the Civil Aeronautics Board adminis 
tratively separated subsidies from mail compensation, the certificated airline 
of the United States flew close to 2,500 million available ton-miles. The subsidy 
paid in 1951 was about $75 million. In 1953, for $75,700,000 worth of subsidy 
the airlines flew about 3,500 million available ton-miles In 1951, there were 
$2 available ton-miles for every dollar of subsidy; in 1953, there were 46 available 
ton-miles for every dollar of subsidy spent 

\t the time of the passage of the act, the Congress contemplated an orderly 
withdrawal of subsidy payments. This has, in fact, been accomplished. In 
1953, 10 of the 13 domestic trunkline carriers received no subsidy, 96 percent of 
all the mail carried by the domestic certificated airlines was carried free of subsidy 

Indeed, the Board could have created a subsidy-free industry if it had not 
certificated any additional carriers and if it had restricted service and operations 
to the 1938 route pattern. I dare say that that kind of administration of the 
Civil Aeronautics Act was never intended by the Congress and would probably 
have been condemned, 

1. Senator Kennedy suggests that the estimates of the Civil Aeronautics Board 
for subsidy for fiscal year 1955 are in conflict with two decisions of the Supreme 
Court and that the requirements are, in fact, less than the CAB budget would 
suggest. 

It has been suggested by Senator Kennedy that the estimates submitted by the 
Board for subsidy conflict with two recent decisions of the Supreme Court. The 
Senator suggests that, in these two test cases, Summerfield v. CAB and Western 
Air Lines v. CAB, the Supreme Court “* * * unanimously overruled the 
Civil Aeronautics Board in the matter of excessive subsidies already promised by 
the Civil Aeronautics Board to certain airlines.” 

This is an oversimplification of the problem, since it is clearly not as cut and 
dried as has been suggested. First of all, I believe that the staff of the Civil 
Aeronautics Board has already presented to the House Appropriations Committee 
a justification for fiscal 1955 subsidies based upon the effect of the two Supreme 
Court decisions involved. It is our understanding that the decisions have re- 
sulted in no substantial change in the subsidy requirement for this forthcoming 
fiscal year. 

In addition, in view of the complexity of ratemaking, it will be impossible for 
the Civil Aeronautics Board to figure, as early as this date, the ultimate and con 
tinuing effect of the Supreme Court decisions on future subsidy requirements. 

There is the further complication that the rulings of the Supreme Court cut 
both ways. It is entirely conceivable that where a domestic carrier, which has an 
international division, is receiving inadequate compensation that fact must be 
taken into consideration in setting the international subsidy rate. This would 
also be applicable to any air carrier system broken into operating divisions 

It should be noted that the Civil Aeronautics Board has pending before it 
certain rate proceedings which are in various stages of completion. The Atlantic 
rate cases of Pan American and TWA have been in process now for a number 
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of years. Only recently has the examiner completed and issued his initial de- 
cision in those proceedings (March 26, 1954). Although the Supreme Court deci- 
sion will be involved in those cases, the Board will have to make the necessary 
inquiries to see whether and where it is applicable. In fact, the Board’s ex- 
aminer suggests the possibility that the application of the Supreme Court decision 


to this pending mail rate for TWA and Pan American may result in an adjustment 
upward 


United Air Lines’ rate for its mainland-to-Honolulu route has been under 
study bv the Board for some time At this stage of the game, it will be impossible 
to estimate the applicability of the new decision to the facts in that case. An 


other complication is obvious in the instance of the Delta-C, & 8. rate for its inter- 
national operation, which is now under review by the Board. Braniff presents 
vet another situation The domestic rate of the company has just been reopened 
Its international rate has been open for some years. It will take many months 
before the applicability of the decision can be determined in this matter. 

The Supreme Court decisions were reversals of a position taken by the Board 
in two relatively isolated instances. In fact, these instances were deviations 
from normal CAB philosophy Normally, the Civil Aeronautics Board makes its 
mail-rate determinations on a ‘need’ basis as applied to an entire system. In 
addition, the Board has normally considered, particularly in recent years, all 
other revenues developed by an air carrier in calculating “need.” 

It seems appropriate at this particular point to direct the committee’s atten 
tion to the nature of mail-rate proceedings before the Civil Aeronautics Board, 
I note this because there seems to be a general misconception as to the character 
of this type of regulatory approach 

When a United States certificated airline, either on its own motion or upon 
instigation of the Civil Aeronautics Board, seeks a change in its mail-rate struc- 
ture, it institutes an adversary proceeding. On the one hand is the air carrier, 
representing its stockholders and seeking a mail rate change. On the other hand 
is the Civil Aeronautics Board, representing the American public in an effort. to 
assess the wisdom of any upward change and, certainly, the possibility of revising 
the mail-rate formula downward. The Post Office Department at all times has 
the legal right and obligation to challenge these mail rates. 

The Board’s counsel in the proceeding, assisted by economists and accountants, 
pursues aggressively every figure submitted by an air carrier in support of its 
position. I hold in my hand an initial decision of a Board examiner in just one 
mail-rate proceeding as an example of the tyne of effort and concentrated activity 
which goes into a case of this sort. This report of the Trans-Atlantic Final 
Mail Rate case is 260 pages long plus charts and appendixes. This is merely 
one of dozens of these cases which are periodically before the Board and will con- 
tinue to be 

Thus, it would be completely unrealistic for the committee to follow the course 
suggested by Senator Kennedy and disallow the bulk of the subsidy appropriation 
pending a precise determination by the Civil Aeronautics Board as to the effect 
of these two Supreme Court decision 

If the Senator's ) ro; osal is ado; ted, approximately $23 million would remain 
of the total subsidy appropriation requested. Under existiny; law, this amount 
must be paid out to those carriers Which apy ly for it until it is gone. It cannot 
be restricted to the payment of a single class of carriers. At the present rate, this 
fund would be exhausted on ap, roximately November 1 of this year. Pendin: 
that date, the Board will be unable to ;-rovide for the Congress any more infor- 
mation than it has already submitted as to the effect of these two Suy-reme Court 
decisions. Its estimates now seek to take into account the effect of these decisions, 
but it must be recocnized that these estimates cannot be ; recise because the 
ultimate effect of the decisions must be determined in cases now in litiration, 
which will not be decided until long after November 1, The Board is bound in 
any event to follow the doctrine of these Su;.reme Court decisions, and nothing is 
cained by im osing this additional ;-ressure ui-on the Board to do so 

5. Senator Kennedy states that mail rates for Pan American have been estab- 
lished for individual divisions of Pan American rather than on a system basis, 
and that the Board has never audited Pan American’s subsidiaries, 

As early as 1944, the Civil Aeronautics Board determined, in four Pan American 
mail rate cases, that excessive earnin’es by o;erating divisions are to be con- 
sidered as ‘“‘other revenue of the air carrier’ in determining the Pan American 
system need for mail compensation (6 CAB 59-95 (1944)). 

This principle was restated by the Civil Aeronautics Board at the time of the 
hearings before the House committee on this appropriation 
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In the past, the Civil Aeronautics Board has conducted audits of Pan American 
World Airways However, as the Board stated at the House hearings: ‘‘It 
has not been customary to perform audits of Pan American’s affiliated com) anies 
or of companies in which Pan American has an investment, since neither the ex 
penses nor investments of these com); anies are recognized in the determination of 
mail rates for the parent operating company.’ In fact, in a Latin American 
rate case covering the vears 1944 and 1945, the Board made substantial disal 
lowances of exvense charges received by Pan American from a Brazilian affiliate 
(Panairdo Brasil 

The fact of the matter is that, in most cases, Pan American, through its relation 
ship with its affiliated companies, obtains definite expense benefits of the follow ing 
kinds: commissions on purchases for affiliates; commissions on shipping service 
for affiliates; commissions on sales made for affiliates in the United States; reduced 
expenses due to operation of joint facilities in foreign countries; and the creation 
by affiliates of markets for the sale of obsolete aircraft in foreicn countries 

6. Senator Kennedy reports Congressman Gary to the effect that the Post 
master General has protested against $35 million worth of alleged subsidy 





overpayments 

Included in this total, and representing close to 50 percent of it, is an alleged 
item of $15,850,000 in mail rates to United Air Lines for its Hawaiian operation 
It is contended by the Postmaster General, presumably, that these are excess 
earnings which should be offset against subsidies once paid to United Air Lines 
for its mainland-to-Hawaii operation. The total subsidy paid in this connection 
was about $3 million. The excess earnings of United Air Lines on its domestic 
operations, if they can be considered excess earnings, during the same period ar¢ 
alleged to amount to the aforestated figure of close to $16 million. Clearly, o1 
any basis, it cannot be contended that alleged excess earnings can be used to 
offset more subsidy than was ever actually paid for United’s overseas operations 
The figure of $16 million seems somewhat in error 

7. Senator Kennedy proposes that there is little justification for subsidies ir 
the interest of national defense 

This is a very serious contention since it suggests, at one and the same time, 
that the airlines have not made, nor are they capable of making, a contribution 
to the national defense; and that the policy of the act has either been disregarded 
or is unnecessary. To support this, the Senator quotes a statement supposed to 
have been made by the Deputy Secretary of Defense on January 30, 1950, before 
Senate Interstate and Foreign Commerce Committee in the course of its airline 
industry investigation pursuant to Senate resolution 50 of the 8ist Congress 

This is the Senator’s quotation 

“The payment of subsidies for the continued existence of airlines on account of 
the national defense is too intangible for us to be able to calculate.” 

The full statement of the Deputy Secretary of Defense as contained in the 
report of those hearings is as follows: 

“The existence of airlift in the commercial airlines, by itself, is a national 
defense asset, but the payment of subsidies for the continued existence of airlines 
on the account of national defense is too intangible for us to be able to calculate.”’ 
It should be pointed out that, in making this statement, the Deputy Defense 
Secretary was resisting a proposal that the amount of subsidy for defense be 
determined and paid by the Defense Department. 

The commercial airlines have been necessary in the interest of the national 
defense. This is certainly illustrated by their contribution during World War II 
when, within 6 months after Pearl Harbor, over 50 percent of the airline fleet had 
been turned over to the Armed Forces; and, before the end of the war, over 33 
percent of airline personnel was engaged directly in work for the Naval Air Trans- 
port Service and the Air Transport Command. Before the end of the war, the 
certificated airlines had flown, in military operations under contract with the 
Government, the equivalent of 87,000 round-trip flights between New York and 
Los Angeles 

Shortly after the Deputy Defense Secretary is supposed to have questioned the 
relation of the airlines to national defense, the Korean crisis necessitated the 
development of a new airlift comparable to the one to which the airlines had con- 
tributed so heavily in Berlin. Soon after the invasion of South Korea, the cer- 
tificated airlines, at the request of the Department of Defense, provided, from 
their scheduled service, forty 4-engine aircraft to meet the Communist threat. 
During the first 4 months of the Korean airlift, the certificated airlines made 
586 crossings, or 5 a day, between the United States and Tokyo with vital supplies 
and materiel. The past contribution of the certificated airline industry is a 
praiseworthy historical record of commercial-military cooperation. 
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Karly in 1952, following the beginning of the Korean crisis, the Department of 
Defense and the airlines developed a civil reserve air fleet program which was to 
be kept current with the immediate needs of the Defense Establishment for airlift 
in the event of emergency. The so-called war air service pattern was to be 
constantly revised with new allocations of aircraft from the certificated airline 
fleet, depending upon the judgment of the joint committees of Government officials 
and airline personne! established 

It seems appropriate, at this point, to refer to the transport fleet in being 
created by this plan, if this country is faced with another total emergency. The 
certificated airlines of the United States are committed to an immediate turnover 
to the Air Force of a total of 278 airplanes. ‘These airplanes, all four engine, have 
been allocated to the Military Air Transport Service and will be immediately 
available to the Defense Department, This fleet of 278 aircraft has a lift capacity, 
assuming a 10-hour daily utilization, of over 5 million ton-miles a day or close to 
2 billion ton-miles a year. This figure equals 51.27 percent of the ton-miles 
operated by all 55 certificated air carriers in 1953, the greatest year of commercial- 
airline operation in history. The figure of available lift, in ton-miles, of close to 
2 billion annually should be compared to the total 4-year figure of airline contract 
operations from 1942 through 1945 of 1,150 million ton-miles actually flown. 

It has been estimated that the availability of this reserve fleet saves the Gov- 
ernment about $300 million in capital requirements and about the same amount 
annually in operating costs. In addition, the thousand-odd other aircraft being 
commercially operated are also available in the event of a national emergency. 

At the time of the promulgation of the CRAF plan, Thomas Finletter, then 
Secretary of the Air Force, commented: 

“However, the broad national interest as well as the domestic and international 
economy, even in all-out wartime emergency, will require substantial civil air 
transport services, Thus, even if the entire four-engine fleet were modified, 
varying portions thereof would probably remain in civil operations.” 

Maj. Gen, Joseph Smith, then commander of MATS, pointed out: 

“This reserve fleet plan was developed by the Department of Defense as a 
means of augmenting MATS airlift capability in time of national emergency.” 

The airlift capability was to be created from a reserve fleet of 4-engine aircraft. 
It was to be available to MATS within 48 hours. The aircraft would be immedi- 
ately removed from commercial operations. The airlines were to be required to 
develop and maintain operational proficiency in military support operations. 
Contracts were to be negotiated for fleet modification and for training, mainte- 
nance, overhauling, and other services. Logistics support was clearly to be a 
responsibility, in large part, of the certificated airlines. 

I may not discuss it specifically here, but the program, in event of emergency 
has been laid out; and it is contained in a book titled ‘‘Civil Reserve Air Fleet, 
1953 Logistie Plan,’’ which deals specifically, among other things, with the 
deployment of aircraft in the event of emergency. 

Contrary to Senator Kennedy’s suggestion that the certificated airlines have 
made little contribution to air transport development, the airlines have, in fact, 
developed the transport aircraft which fly today and which are available in these 
respectable numbers in event of an emergency. No transport airplane flying 
today is the creature of Air Force development alone. The original Douglas 
DC-3 and Boeing B-247 were manufactured with the complete cooperation of the 
airline industry and the aviation manufacturing industry. The DC-4, which was 
being flight-tested before World War ITI, had been evolved by the commercial air- 
lines of the United States, working with the Douglas Aircraft Co. The Lockheed 
Constellation was, in its early stages, a creature of the ingenuity of one man deeply 
interested in the airline transportation business. The Boeing 314 which flew 
President Roosevelt. to Casablanca was also developed by the airlines. The 
DC-—6’s, the DC-7’s, and the super Constellations were all produced as a result of 
either the insistence or the cooperation of the commercial airlines of the United 
States. In fact, the only operating cargo airplane, the DC-—6A, is closely related 
to the DC—6, one of a long line of Douglas aircraft resulting from a partnership 
of the manufacturing and transportation industries. 


WI, THE CIVvil ABRONAUTICS BOARD'S REQUEST FOR APPROPRIATIONS FOR SUB- 
SIDIES FOR FISCAL YEAR 1955 SHOULD BE GRANTED BY THE 83D CONGRESS 


In our opinion, the most effective way to cripple air transportation is to limit 
the subsidy appropriation at the figure of $40 million, which has been passed by the 
House, 

It would be shortsighted in the extreme to suggest that this sum is sufficient 
since, as Senator Kennedy alleged, it ‘“* * * more than takes care of all the feeder 
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lines in the United States and all the domestic lines.’’ The total subsidy require- 
ment for the 14 local service carriers and the 3 trunklines who still require subsidy 
is over $27 million. 

Although, as we have pointed out in the attached legal memorandum, the 
air carriers are legally entitled to mail compensation at the rates set by the 
Board under section 406, we recognize that Congress could withhold the necessary 
funds to pay such compensation in full, even if the air carriers obtained judgments 
against the Government for such amounts. If, despite the legal right of the air 
carriers to full compensation, Congress limits the subsidy appropriation to only 
$23 million, such action would seriously impede the continuing operation of 
domestic trunks, local service airlines, domestic helicopters, and all of our inter- 
national, overseas, and territorial carriers. The $23 million would then be paid 
out in bits and pieces to those carriers who require it during fiscal year 1955, on 
the basis of first come, first served. Some of it will go to the local service carriers, 
and some of it will go to the three trunklines, the helicopter operators, and our 
international and overseas operators. 

We submit that the problem before the Appropriations Committee is not only 
a problem of appropriations; it is also a matter of substantive legislation. The 
act is clear as to the intent of section 2 and the implementing language of section 
406. An air carrier performing the services referred to in section 406 is entitled 
to the full compensation provided for in that section. If Congress will not 
appropriate the funds necessary to pay the compensation earned by the air car 
riers, at the rates fixed and determined by the Board in accordance with the act, 
Congress will be abrogating an essential feature of the Civil Aeronautics Act of 
1938 and will be compelling a serious deterioration in our domestic and inter 
national airlines system, 

APPENDIX 


OBLIGATION OF THE UNITED States To Pay Mart CoMPENSATION AS PROVIDED 
IN SecTION 406 or THE Crvit AgROoNAUTICS Act’ OF 1938, IRRESPECTIVE OF 
APPROPRIATIONS THEREFOR 


On May 13 and 19, 1953, Mr. James P. Radigan, Jr., of the Library of Congress, 
in response to a request by Senator John F. Kennedy, issued two legal memoranda 
discussing the power of the Civil Aeronautics Board to obligate the government 
for subsidy payments under Reorganization Plan No. 10 of 1953, in the absence 
of a specific subsidy appropriation by Congress. Mr. Radigan concludes that 
section 406 of that act “is a rather nebulous basis upon which to predicate a 
reorganization plan under which an obligatory contract for the payment of sub- 
sidies may be made”. He further concludes that section 665 of title 31, United 
States Code, prohibits the creation of obligations in excess of available expendi- 
tures. These conclusions of Mr. Radigan are believed to be erroneous for the 
following reasons. 

1. The Civil Aeronauties Board, when it fixes and determines fair and reasonable 
rates of compensation for the transportation of mail by aircraft pursuant to 
Section 406 of the Civil Aeronauties Act does not create an obligation of the 
Government for the payment of money 

Under section 406 (a) of the act, the Board is “empowered and directed 
to fix and determine * * * the fair and reasonable rates of compensation for the 
transportation of mail by aircraft * * * .”’ Section 406 (b) of the act prescribes 
the elements which the Board “shall take into consideration”’ in fixing and deter- 
mining such fair and reasonable rates, and includes, among others, the ‘‘need of 
each such air carrier for compensation for the transportation of mail sufficient to 
insure the performance of such service * * *.” 

The legal opinions of Mr. Radigan, dated May 13 and 19, 1953, with reference 
to section 406 of the act, assume that section 406 confers authority on the Board to 
create obligations of the Government. Such an interpretation of the scope and 
intent of section 406 is in direct conflict with a recent opinion of the Supreme Court 
of the United States on this precise point. In Transcontinental & Western Air, 
Inc. v. Civil Aeronautics Board (336 U. 8. 601, 93 L. ed. 911), the Supreme Court 
had oeeasion to examine the specific purpose, intent, and operation of section 406. 
The Court concluded that section 406 was a “typical public utility ratemaking 
authority” and that, while reflecting ‘“‘some characteristics of ratemaking which 
are peculiar to air carriers’’, that section, as well as the other ratemaking provisions 
of the act, “follow the conventional pattern’. The Court’s attention was directed 
particularly to the “special standards for ratemaking’”’ involving the ‘“‘need’’ of 
the carrier, in support of the argument that this special need standard in effect 
granted to the Board a special power with respect to subsidies and went well 


x * 
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beyond simple publie utility ratemaking. The Court rejected this contention by 
stating that such a “need” standard did not necessarily mark a departure from 
traditional ratemaking patterns, citing section 1 of title I of the Transportation 
Act of 1940. It is evident from the dissent of Justice Jackson that the Court 
must have thoroughly considered all the aspects of this question before reaching 
this conclusion. Justice Jackson argued that traditional public utility ratemaking 
principles were not analogous because of (a) the “need’’ feature, (b) the fact that 
the Government is the only user of the mail service, whereas public utilities have a 
multitude of customers, and (c) mail compensation is paid for services long since 
rendered, whereas utility services are paid for currently; but the Court flatly 
rejected all of these contentions in their entirety. 

The foregoing decision of the Supreme Court firmly establishes the proposition 
that the function of the Board under section 406 is simply that of establishing a 
rate for a particular service rendered by the air carriers. In performing that func- 
tion the Board is in precisely the same position as a publie utility commission 
prescribing a rate for telephone service or electric power or a fare for a streetcar 
ride 

The act of a publie utility commission in establishing a rate to be paid for the 
consumption of electric power does not thereby create an obligation on the part 
of the consumer to pay money to the electric company. The obligation arises 
when the eleetriec power is utilized, which may be before or after the rate to be paid 
has been determined. The position of the Board is no different. The obligation 
is created when the mail is transported or the mail schedules are operated as 
required by law, even though the actual rate of compensation for the service so 
provided may be finally determined at a much later date. United States v. New 
York Central Railroad Co. (279 U.S. 73, 73 L. ed. 619). 

2. When mail service is performed by an air carrier pursuant to the require 
ments of section 405 (g) of the Civil Aeronautics Act, an implied contract airses 
which is sufficient in law to support a judgment in the United States Court of 
Claims against the Government for compensation due, 

Under section 405 (g¢) the Postmaster General must tender mail to the air 
carriers ‘‘to the extent required by the postal service’, This unequivocal language 
certainly leaves the Postmaster General with no other alternative than to tender 
to the air carriers all mail designated by the senders for air-mail service and carry- 
ing the postage required by law. Section 405 (g@) further states that ‘‘such mail 


hall be transported by the air carrier’. The air carrier has no choice but to 
accept and transport such mail: and failure to do so subjects the air carrier to 
criminal penalties (sec, 902 Moreover, no such air carrier may relieve itself of 


this duty to carry mail, except with the consent of the Board after notice and 
hearing, and upon a finding that the publhie convenience and necessity so require. 

An adentical relationship exists with respect to the transportation of mail by 
railroad under the Railway Mail Pay Act of 1916. In commenting on the nature 
of the obligation imposed upon the Government by these compulsory features of 
the Railway Mail Pay Act, Justice Holmes, in the New York Central case, supra, 
stated p 78 

‘The Government admits, as it must, that reasonable compensation for such 
required services is a constitutional right. So far as the Government has waived 


its immunity from suit, this right may be enforeed, in the absence of other 
remedies, not only by injunction against further interference with it, but by an 
action to recover compensation already due. Accordingly the statute provides for 


application from time to time to the Interstate Commerce Commission to establish 
by order a fair, reasonable rate of compensation to be paid at stated times.” 

This right to compensation guaranteed by the fifth amendment for compulsory 
service applies equally to air carriers performing mail service under the Civil 
Aeronautics Act Capital Ajrlines, Tne. Vv. Civil Aeronautics Board (171 Fed. 2d 
339.) 

Whenever a right to compensation arises under the fifth amendment, the 
law will imply a contractual obligation on the part of the Government, upon 
which contract an action may be brought by the claimant in the Court of Claims. 
On this point, the Supreme Court, in United States v. Great Falls Mfg. Co. (112 
U. 8. 645, 28 L. ed. 846 at 850), stated: 

We are of the opinion that the United States, having by its agents, proceeding 
under the authority of an act of Congress, taken the property of the claimant. for 
publie use, is under an obligation, imposed by the Constitution, to make compen- 
sation. The law will imply a promise to make the required compensation, where 
property, to which the Government assets no title, is taken pursuant to an act 
of Congress, as private property to be applied for public uses. Such an implica- 
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ry tion being consistent with the constitutional duty of the Government as wel 
m as with common justice, the claimant’s cause of action is one that arises out. of 
yn implied contract, within the meaning of the statute which confers jurisdiction 
rt upon the Court of Claims, of actions founded upon any contract, express o1 
1 plied, with the Government of the United States.’ 
ig See also, New York Central RR. Co. vy. U. S. (65 Ct. Cl. 115, aff’d 279 U.S. 73. 
ut 73 L. ed. 619.) 
a 3. The obligation of the Government to pay for air mail services performed 
e arises from the mandatory duties imposed upon the Postmaster General and the 
V air carriers under section 405 (g) of the Civil Aeronautics Act, and the limitatior 
of 31 United States Code 665 are therefore inapplicable 
n The second clause of 31 United States Code 665, relating to the limitation o1 
a expenditures in excess of appropriations, provides for a specific exception 
I * * * nor shall any such officer or employee involve the Government in ar 
7 contract or other obligation, for the payment of money for any purpose, in advance 
r of appropriations made for such purpose, unless such contract or obligation 
authorized by law.” (Emphasis added.) 
e Since a contract legally enforceable against the United States arises auto 
{ matically upon the performance by the air carriers of the mandatory duties i 
posed upon them under section 405 (g), the entire transportation falls within the 
| specific exemption provided in 31 United States Code 665 with respect to contrects 
or obligations authorized by law. 
If Congress does not appropriate in advance sufficient funds to pay the air 
, carriers their full compensation for carrying mail, computed at the rate established 
by the Board in accordance with section 406 of the act, the right of the air carrier 
to recover their compensation bv an action in the Court of Claims remains 
paired by 31 United States Code 665. The Court of Claims, in the New Ye 
Central case (65 Ct. Cl. 115), addressed itself specifically to the matter of i 
f quate appropriations to pay the New York Central railroad the mail compensa 
duc 
‘This duty (of the ICC to fix the rate of compensation) having been dischar 
and the amount payable ascertained, the carrier is entitled to judgment. One 
of the reasons assigned for the nonpayment is the lack of appropriations, and 
this may be a sufficient reason for the accounting offices of the Postmaster General 
f the appropriations for the period in question were exhausted. But it furnishe 
) no reason why this court may not render its judgement for the amount dur 


This decision of the Court of Claims was affirmed by the Supreme Court (279 
{ Ss 73, 73 L. ed. 619 , which expre ly noted in its opinion p. ¢ 4) tha ! 


ervice of transporting the mail may actually be performed by the carrier years 
before the final determination of reasonable ompensation therefor ha hee) 
made \ similar observation was made by Justice Jackson in the TWA ca 
supra (336 U. 5. at p. 609), where he stated that ‘‘airmail payments can | iu 
are being pa Lin lump sums on account of items long past due.”’ 

Section 665 of title 31,U.8. C., has been in the law since 1905. The New York 


Central case was decided in 1928 and the TWA case was decided in 1948 It 
obviously has no bearing upon the obligation of the Government incurred when 





mail is transported pursuant to law That obligation arises at the time such 
transportation is performed irrespective of whether there happens to be available 
at that precise moment an appropriation sufficient to pay for the service being 
rendered In fact, such a determination would frequently be impossible to make, 
as the courts have pointed out, because the rate of compensation often has not 





been determined at the time the service is performed 

t. Reorganization Plan No. 10 of 1953 effects no substantive change 
provisions of sections 405 or 406 of the Civil Aeronautics Act 

Reorganization Plan No. 10 of 1953 has transferred the duty of paying the 
subsidy”’ portion of the airmail compensation from the Postmaster General to 
the Civil Aeronautics Board Of necessity, the Board must now break down thy 
overall rate determined under section 406 into its two components the service 
rate and the subsidy rate. This breakdown serves the very useful purpose of 
permitting a close examination of the ‘‘need’’ feature of the overall mail com 
pensation rate; but it does not result in any substantive change in the provisior 
of section 406 insofar as the overall rate to be received by the air cart 
compulsory mail service is concerned This fact was stressed by President 
Kisenhower in his letter of June 1, 1953, transmitting to Congress Reorganizatior 
Plan No. 10 of 1953, where he said 

Under the reorganization plan the Civil Aeronautics 
determine the overall level of payments to be made to the airlines, and u lo 
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so in accordance with the existing standards of the Civil Aeronautics Act.’’ (Emphasis 
added. ) 


5. Conclusion: For the foregoing reasons, it is concluded that, contrary to 
the opinion expressed by Mr. Radigan, any air carrier performing the service 
referred to in section 406 of the Civil Aeronautics Act is legally entitled to com- 
pensation for such service at the rate fixed and determined by the Board under 
that section, irrespective of the availability of appropriations therefor. For an 
exhaustive article reaching the same conclusions as herein stated see 10 Journal 
of Air Law and Commerce 305 

Stuart G. Tipton, 
Russe_ut 8. BERNHARD, 
ir Transport Association of America. 


AIRLINE SUBSIDY 


Mr. Treron. My statement before the committee will be restricted 
to the item in the appropriation bill entitled “Payments to Air 
Carriers’ or more familiarly known as airline subsidy. The state- 
ment I make is primarily in answer to a statement proposed to be 
filed, and I think now filed, by Senator Kennedy of Massachusetts. 

Senator Smrrx. That is already in the record. 

Mr. Tipton. I believe he discussed this same item. 

In dealing with that subject and in answering Senator Kennedy’s 
statement I will devote most of my attention to his discussion of the 
national defense contributions of the scheduled air transport system. 
Senator Kennedy’s argument in effect stated that the national defense 
contributions of the air transport system, and the contribution of the 
subsidy which has gone into the development of that system, have 
not produced significant national defense assets, and that that par- 
ticular justification for subsidy is one that should be given little weight. 

In support of that argument the Senator went back to 1950 and 
quoted from a discussion of the subject of national defense by the 
Deputy Secretary of Defense before the Senate Interstate and Foreign 
Commerce Committee. That statement was made on January 30, 
1950. Senator Kennedy quoted the Secretary’s statement as follows: 

The payment of subsidies for the continued existence of airlines on account of 
national defense is too intangible for us to be able to calculate. 

Based on that he argued that the Defense Department also did not 
regard the scheduled airlines as national defense contributions of 
significance. The full statement made by the Deputy Secretary of 
Defense before that committee, of which the quotation made by 
Senator Kennedy is only a part, is as follows: 

The existence of airlift in the commercial airlines by itself is a national defense 
asset, but the payment of subsidies for the continued existence of airlines on 
account of national defense is too intangible for us to be able to calculate. 

It should be pointed out that in making that statement the Deputy 
Secretary was not talking about airlines in general but was comment- 
ing upon, and opposing, a proposal that the amount of subsidy to 
airlines which went for national defense should be determined 
separately and should be paid by the Defense Department. That is 
as I say a statement that was made January 30, 1950. Within 6 
months the airlines of the United States demonstrated again that the 
Secretary was right in saving that the airlines of the United States 
constitute a national defense asset. 
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PACIFIC AIRLIFT 


In the summer of that year we all recall the United Nations inter- 
vened in Korea to prevent aggression. With that came the necessity 
for developing maximum airlift across the Pacific. The Defense De- 
partment called upon the air transport industry to deliver to them as 
soon as possible for operation across the Pacific 44 engine airplanes. 
Those airplanes were delivered and put into service. They were taken 
off of scheduled routes at a time when there was even then a shortage 
of capacity on the scheduled airline system of the United States. 
Nevertheless, the airplanes were put in service. 

There were the aircraft themselves, the equipment that went with 
them, and the flight crews necessary to fly them. Thus you have an 
immediate convincing demonstration that the airline system of the 
United States is indeed a national-defense asset. 

Then later, and this has not been mentioned by Senator Kennedy 
in his statement, then later the Defense Department and the airlines 
cooperated in developing what is known as the civil reserve air fleet 
program. That was started in 1952 with the designation by airplane 
identification number of approximately 275 aircraft from the sched- 
uled fleet which were to be available for use by the Defense Depart- 
ment on 48 hours’ notice. They were to be identified by the carriers 
owning them; they were to be converted to the extent that was neces- 
sary in order that they could be available for operation any place in 
the world on 48 hours’ notice. 

This required minor modifications in many of the aircraft, in installa- 
tion of new radio racks, provision for long-range tanks, additional 
radio, and that sort of thing. That conversion program is going on, 
and it is virtually completed, so that the aircraft I refer to are available 
on 48 hours’ notice with the crews necessary to fly them. 

As I recall, the military requirement is four crews for each airplane. 
That fleet is capable of 2 billion ton-miles a year, 2 billion ton-miles a 
year, which is over 50 percent of the amount of capacity operated by 
the entire air transport system in 1953. 

As a result of the civil reserve air fleet program these aircraft, as 
well as other aircraft that will come into the fleet, are considered as 
much a part of the total airlift of our military forces as if they were 
owned by the Government. There is no question about that, their 
planning is based upon the availability of these airplanes. If they 
were owned by the Government they would have cost a capital amount 
of over $300 million. If the military were to own them, and maintain 
them and their flight crews and their maintenance organizations in 
readiness for use on 48 hours’ notice, it would cost annually another 
$300 million to carry that out. 


IMPORTANCE OF SCHEDULED AIRLINE SYSTEM 


Now that is the immediate and clear demonstration of the fact that 
the scheduled airline system is important, is crucial to national de- 
fense. I am sure that whatever may have been said by the Defense 
Department in 1950, these facts would be recognized by them as of 
great significance. But in addition to the fact that there are airplanes 
available for use and airplanes that are relied upon, other considera- 
tions applying to the scheduled air transport system are equally im- 
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portant as far as national defense is concerned, and these elements 
also were ignored in Senator Kennedy’s statement relating to the 
subject. 

The scheduled airlines of the United States have upwards of 9,000 
trained pilots. They have upward of 2,300 trained mechanics. They 
have more than 6,000 other technicians of various classifications. 
Those technicians are all available for the national defense, but even 
more important, they are a nucleus of teachers that can create thous- 
ands upon thousands of technicians of that sort. We do not have to 
guess about that, it is not something that we are speculating about, 
because that is precisely What happened during the last war. 

The airlines’ pilots, their mechanics, their radio operators and 
others, served as teachers and re-created themselves hundreds of 
times. So that that element must not be ignored. 


VALUE TO NATIONAL DEFENSE 


As a further demonstration of the value of the scheduled air trans- 
port system to national defense let us refer to the route system 
itself. Turning to the international route map before us here, it 
takes no imagination at all to see the national-defense significance 
of those routes when you realize what a route includes. The route 
includes not merely a stretch on the map as shown there, but it in- 
cludes people, it includes communications facilities, maintenance 
facilities, and everything that goes to make an airline operate at a 
particular point. 

You will notice the routes that go over Alaska to the Far East, 
the routes that go to the mid-Pacific into areas with which we are 
deeply concerned right now. You will notice also the routes that 
cross the Atlantic into Iceland, Greenland and into Norway. I 
must confess that the indication on the map that we now serve 
Moscow is not an accurate one, because it indicates authorization 
for service rather than actual service. Unfortunately we have not 
gotten into Moscow. 

Senator SmituH. Have you gotten into any of the satellite countries? 

Mr. Treron. We have gotten into them temporarily after the 
system was set up after the war, but we have been pushed out. 

Senator Smita. So you are not going behind the Iron Curtain? 

Mr. Tipton. That is right, we are not going behind the Iron Cur- 
tain. However, you will notice the network of routes coming down 
through Europe and the Middle East. The need for that type of 
route system from the standpoint of national defense is clear, and I 
believe in laying out that route system the Civil Aeronautics Board 
has been affected greatly in many instances by the need for com- 
munications with an area which is particularly significant from the 
standpoint of defense of the United States. 

Now there is discussion in Senator Kennedy’s statement, and while 
I did not hear all of Mr. Hackney’s statement I gathered there was 
material in his also, to indicate that the airplanes to which I referred 
a moment ago were not really satisfactory airplanes; that they did 
not meet a national-defense requirement, but that they should be 
pretty largely ignored in determining whether or not the air transport 
system was a useful one from the standpoint of the national defense. 
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I think that my description of the civil reserve air fleet program is 
a standing refutation of that particular contention. Surely the De- 
fense Department would not be devoting their time and hours to long 
consideration of this program, to a conversion of the airplanes, to the 
development which is going on today in Dayton, Ohio, of establish 
ing by contract the conditions under which these aircraft are to be 
operated, of the thousand and one details that go into the develop- 
ment of the program, if they felt these aircraft were not useful. 

It seems perfectly clear that they regard these airplanes as very 
useful. As a matter of fact, when the civil reserve air fleet program 
was first presented the officers of the Air Force who presented it 
pointed out the fact that they had a great need for passenger and 
light cargo airplanes and that these aircraft were to furnish them, 
and they were to furnish them not on 60 days’ notice as Senator 
Kennedy says but on 48 hours’ notice. 


INCREASE IN SUBSIDY TO AIRLINES 


A second point that I would like to touch upon, arising out of this 
discussion, is a reference made by Senator Kennedy to the fact that 
the subsidy to airlines has increased. It has increased. There can 
be no question about that. He compares the subsidy in 1938 to the 
amount of subsidy that is being asked for at the present time. That 
contention necessitates a discussion of the reason for the increase in 
subsidy over these years. 

The reason is reasonably clear by looking again at the map. That 
was the system in 1938. That was the international air transport 
system in the United States at the time the Civil Aeronauties Act was 
passed. As you can see, many of the strategic routes and routes im- 
portant to the commerce of the United States were not there. We had 
no transatlantic route, we had no route to Africa, we did not touch 
except in a very light way in the Far West. We went to Manila and 
Hong Kong, as I recall, every 2 weeks. 

Now if you will raise the overlay again it can be compared with the 
system that is in effect at the present time. The subsidy has increased, 
to be sure. The service and the contribution of the industry not only 
to national defense but to commerce of the United States has also 
increased. 

The domestic system, I will not ask to have the domestic map shown 
because it would be very awkward, but in the book that has been 
presented to you, Senator, there is a similar overlay showing the dis- 
tinction between the domestic system in 1938, a very bare system sefv- 
ing a relative small number of points, and the one as it exists today. 

The explanation of increased subsidy is increased service and service 
which I believe can be demonstrated, I believe 1 have demonstrated 
that this service, this contribution to national defense, is well worth 
the funds that are being provided for it. As | indicated, in the civil 
reserve air fleet plan alone the Government is saving on the acquisition 
of airline transports far more than the subsidy presented to this 
committee. 

I hope that the committee will report and support the full request 
made by the Bureau of the Budget for payments to airlines. In view 
of the limited time, Senator, I will stop at this point, though this is a 
subject obviously that I would like to talk at length on. 
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Senator Smira. Thank you very, very much, Mr. Tipton. Your 
complete report will be included in the hearing for the committee and 
the staff to read. This booklet will also be placed where the com- 
mittee and staff can make a study of it. 

Mr. Tieron. Thank you. 

Senator Smira. Mr. Nyrop? Mr. Nyrop, it is late, and if you 
would be willing to have your statement put into the hearing as it is 
and tell us very briefly what you have in mind, please. 


CONFERENCE OF LOCAL AIRLINES 
STATEMENT OF DONALD W. NYROP, WASHINGTON COUNSEL 
PREPARED STATEMENT 


Mr. Nyrop. Madam Chairman, my name is Donald Nyrop. I 
am the Washington counsel for the Conference of Local Airlines for 
whom I appear today. We are the small certificated airlines in the 
United States made up of 14 little airlines—Allegheny Airlines, 
Bonanza Air Lines, Central Airlines, Frontier Airlines, Lake Central 
Airlines, Mohawk Airlines, North Central Airlines, Ozark Air Lines, 
Piedmont Airlines, Pioneer Air Lines, Southern Airways, Southwest 
Airways, Trans-Texas Airways and West Coast Airlines. 

May I make my prepared statement a part of the record? 

Senator Smrrx. Certainly. Your statement will be placed in the 
record at this point. 

(The statement referred to follows:) 


STATEMENT OF DonaLp W. Nyrop, WaAsHINGTON COUNSEL, CONFERENCE OF 
LocaL AIRLINES, CONCERNING SuBsIDY REQUIREMENTS OF LocAL AIRLINES 
FoR Fiscan YEAR 1955 


My name is Donald W. Nyrop. I am the Washington counsel for the Con- 
ference of Local Airlines, for whom I appear here today. The Conference of Local 
\irlines is an association made up of the 14 local service airlines—Allegheny Air- 
lines, Bonanza Air Lines, Central Airlines, Frontier Airlines, Lake Central Air- 
lines, Mohawk Airlines, North Central Airlines, Ozark Air Lines, Piedmont 
Airlines, Pioneer Air Lines, Southern Airways, Southwest Airways, Trans- 
Texas Airways and West Coast Airlines. 

I would like to express my appreciation and that of the 14 local airlines for this 
opportunity to discuss our problems with this committee of Congress and to 
present our views concerning the need for subsidy payments to the local airlines. 

The local service, or feeder, airlines, have come into existence since the end of 
World War II. They are, in fact, the new and the small businesses that have been 
established in the scheduled air transport industry. The oldest of these air 
carriers has been operating less than 9 years; while the youngest carrier has been 
operating only 34 years 


HISTORY OF LOCAL AIRLINE CERTIFICATION BY CAB 


In August 1943, the Civil Aeronautics Board initiated a public investigation 
to determine the feasibility of extending scheduled air transportation to small 
and intermediate-size communities. By January 1944, there were on file with the 
Board over 400 applications for new domestic air services. During extensive 
hearings before an examiner of the Civil Aeronautics Board, all segments of the 
air transport industry, as well as other transportation groups, presented evidence. 
After the issuance of the examiner’s report, and oral argument by many of the 
parties, the Civil Aeronautics Board, in July 1944, announced its opinion. 

In this opinion the Board recognized the many problems involved in certificat- 
ing a new class of air carriers to serve the intermediate cities, but it also recognized 
its responsibility, imposed by the Civil Aeronautics Act of 1938 “to encourage 
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the development of an air transportation system properly adapted to the present 
and future needs of the commerce of the United States, the postal service, and the 
national defense, and to encourage the development of civil aeronautics generally’’, 
and because of this congressional directive the Board decided to authorize local 
or feeder service on an experimental basis. 

The Board’s action was greeted enthusiastically by hundreds of small aviation 
companies in the country and by scores of smaller cities that did not have sched- 
uled air service. In one of the first proceedings for a certificate of public con- 
venience and necessity decided by the Board '—the service to the Rocky Moun- 
tain States area case—the Board selected and certificated 2 out of nearly 20 
applicants. 

Over the following 4 years, the Board authorized 20 local service carriers to 
perform air services by granting certificates of public convenience and necessity 

Each of these carriers went through the full procedure required by section 401 
of the Civil Aeronautics Act of 1938. Each filed an application, waited its turn 
on the Board’s docket, presented evidence in long and complex hearings, and 
argued its case to the Board. Each proved to the Board, as required by section 
101 (d), that it was “fit, willing, and able properly to perform such transportation 
and to conform to the provision of this act and the rules, regulations, and require- 
ments * * *’ of the Board. In each case in which certificates were awarded 
the Board determined that the public convenience and necessity required the 
additional service. I must emphasize that these were not mere procedural steps, 
but were long, hard, and hotly contested Board proceedings. 

In authorizing this new local air service, the Board opened the scheduled air 
transport field to new, small, independent companies rather than utilizing the 
existing trunk carriers. As the Board said in one of the first cases—the Rocks 
Mountain case: 

“In view of the limited traffic potentialities of the points on the new system, 
an unusual effort will be required to develop the maximum traffic. Greater effort 
and the exercise of managerial ingenuity may be expected from an independent 
local operator whose continuation in the air transportation business will be de- 
pendent upon the successful development of traffic on the routes and the operation 
of the service on an adequate and economical basis’ (6 CAB 736-7). 

The result of certifying new local, independent airlines has proven the wisdom 
of the Board’s action. By bringing new small businesses into the industry, 
traffic has been generated far in excess of that attracted by the trunks. 

One example will demonstrate this. Johnstown, Pa., was served in 1948 by 
one carrier—a trunk. In that year, approximately 3,300 passengers were served. 
In 1949 Allegheny Airlines, 1 of the 14 local airlines, was certificated and began 
serving Johnstown, and the trunk service was suspended. In 1949, 7,600 pas- 
sengers used Allegheny’s air service from Johnstown. In 1953, Allegheny served 
more than 20,000 passengers at Johnstown and picked up and delivered 53,000 
pounds of express and 40,000 pounds of mail. 

Another example is Duluth, Minn., which generated 9,693 passengers during the 
first year of local service by North Central Airlines, compared with 4,552 pas- 
sengers during the last year of trunk service. 

This type of growth was possible because the local airlines are devoted com- 
pletely to the small and intermediate-sized communities and have geared their 
flight operations and sales-solicitation programs to fit these communities’ require- 
ments, 

GROWTH AND PROGRESS OF LOCAL AIRLINES 


The local airlines as an industry group have been in operation less than 6 years. 
Today the local airlines have « route structure of approximately 30,000 miles and 
serve more than 430 cities in 42 States. Over 43 million people reside in the areas 
served by the local airlines. 

Of the 438 cities served,? 258 cities are served exclusively, and most of them for 
the first time, by the local airlines. There is attached to my statement a list, by 
States, of the cities served. The cities with the asterisk are those served 
exclusively by the local airlines. 

The attached tabulation of cities served is significant; for example, the State 
of Colorado today receives scheduled air service to 4 of its cities by the large 
trunk airlines; however, Frontier Airlines, a local airline, serves 9 cities in the 
State of Colorado, of which 6 cities are completely dependent on this local airline 

16C. A. B. 695, decided March 28, 1946. 


? Cities which are certificated for service through a common airport, such as Parkersburg, W. Va. and 
Marietta, Ohio, are listed separately. 
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or such air service. In the State of Washington 21 cities have scheduled air 
services; the big trunk airlines serve 7 cities, while the local airline, West Coast, 
serves 20 cities in the State of Washington, of which 15 cities are completely 
dependent on the local airline. Baltimore is the only city in Maryland that has 
trunk airline service; the local service operator in that State, Allegheny, also 
serves Baltimore plus 6 other Maryland cities. j 

The increasing acceptance of local air service by the public has proven that the 
Board’s action in certifying these small local service airlines was a wise step in 
fostering the growth of air transportation in the United States so that the smaller 
intermediate cities could have the benefit of air service. The charts below show 
details of the growth of traffic and revenues of the local service airlines. 


Local service airlines traffic, 1945-58 


Revenue | Airmail | Express | Freight Total 
Year passen- ton- ton- ton- revenue 

gers miles miles miles | ton-miles 

Thou- 

sands 
1945 4, 452 74, 510 11, 482 diknaies 202 
1946... 25, 118 60, 088 24, 354 25 688 
1947 235, 585 167, 564 117,523 | 62,039 4, 682 
1948 425, 695 361, 984 189,550 | 264, 794 9, 040 
1949 683,811 | 432, 628 320, 143 435, 993 14, 328 
1950 987, 931 559, 085 614, 139 714, 346 21, 480 
1951 1, 462, 083 765, 456 864,946 | 884, 417 30, 709 
1952 1, 703,730 | 893,057 | 866,526 |1,081, 319 35, 130 
1953 ; 1, 998, 128 976, 003 927, 571 |1, 149, 905 39, 625 


Local service airlines revenue growth, 1946-63 





Year Passengers Mail hae Other 
| 
| 
1946 oles | $314, 638 $1, 558, 614 $13, 008 | $44, 797 
1947 aad } 2, 280, 124 5, 057, 097 60, 179 | 150, 931 
1948 bs aadkn bs déthe -| 4, 666, 549 11, 282. 490 147, 159 | 195, 511 
1049 i ‘ ae aie -| 7, 362, 007 | 14, 054, 998 252, 159 | 271, 466 
1950 oe } , 302, 859 }, 38 442, 046 763, 718 
1951 ‘ 15, 757, 569 629, 886 962, 801 
1952. , ee ‘ -| 19,171, 798 | 21, 151, 074 593, 661 805, 878 
1953 _. 22, 651, 768 24, 318, 531 903, 003 763, 760 


In 1953 the local airlines carried 1,998,000 revenue passengers as compared 
with 425,000 revenue passengers carried in 1948. The total commercial revenues 
in 1953, exclusive of mail pay, were approximately $24,300,000, while in 1948 
commercial revenues were only $5 million. Thus, in 6 years the commercial 
revenues and the number of revenue passengers have increased roughly five times. 
The growth in the volume of airmail handled by the local carriers has increased 
from 361,000 mail ton-miles in 1948 to 976,000 mail ton-miles in 1953, representing 
a 160 percent increase in the airmail ton-miles for the 6-year period. During 
this 6-year period, air express and air freight revenues have increased approxi- 
mately five times. Early reports from the first quarter of this year indicate that 
additional growth is being attained. While we cannot reasonably expect this 
rapid rate of increase to continue indefinitely, there are as yet no indications that 
the peak has been reached. 


SUBSIDY DEVELOPED NATIONAL AIR TRANSPORT SYSTEM 


Because subsidy has been such an important tool in developing our national 
aviation transport system since 1926, I should like to discuss briefly the value of 
such subsidy in the past and the need for subsidy, in reasonable amounts, in the 
future, especially for the local airlines. 

This committee knows of the origin of the subsidy—how, as a result of long 
investigations by the Senate Interstate and Foreign Commerce Committee in 
1936 and 1937, there evolved a realization that the safety record of an airline 
was inextricably bound to its economic health. This was the basis for the ‘“‘need 
mail pay” provisions in the Civil Aeronautics Act of 1938. The tremendous 
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growth of civil aviation that has resulted has proven the effectiveness of that 
policy. 

During the past several years there has evolved a refinement in the method of 
computing the ‘“‘need mail pay”’ a carrier receives from the Federal Government, 
by separating the amount into compensatory mail pay and subsidy mail pay 
The Senate Interstate and Foreign Commerce Committee held hearings in |951 
on the subsidy separation proposal and, in addition, employed a private consulting 
firm to assist in determining fair compensatory mail rates. The report of the 
accounting firm, Ernst & Ernst, to this committee found that the domestic air- 
line subsidies were largely the result of providing air services to the smaller inter- 
mediate cities in the United States. The subsidies paid to the airlines represented 
a subsidy to furnish air service to those smaller cities that could not generate 
enough commercial revenues to pay for the total cost of airline operations 
Although paid to the airlines, it was the small communities which received the 
subsidy in the form of air service. 

Last year the President sent to Congress Reorganization Plan No. 10, which 
provided for the separation of compensatory air mail payments and subsidy 
payments. The President’s intention to preserve the basic policy of subsidy 
payments, while separating the payment into two parts, is clearly brought out in 
the following statement made by him in transmitting the plan to Congress: 

“The policy of providing financial aid for airline development was adopted in 
the Civil Aeronautics Act of 1938, and reflects broad national interest in securing 
a system of air-transport services adequate to the needs of defense, commerce, 
and the postal service. Federal aid provided under that act has contributed 
greatly to the rapid development of commercial air transportation during the past 
15 years. Continued subsidy support will be required for some time to enable 
certain segments of the industry to achieve the full measure of growth required by 
the public interest.” 

The great advantage of separating subsidy payments is that it becomes clear 
what portion of the total moneys paid to a carrier are to pay for the cost of 
transportation and what portion covers sugsidy payments to provide the strong 
air transportation system envisaged in the Civil Aeronautics Act of 1938. 


SUBSIDY APPROPRIATIONS FOR FISCAL YEAR 1955-—-14 LOCAL SERVICE AIRLINES 


The Civil Aeronautics Board early this year submitted to the House Appro- 
priations Committee information to the effect that $80,252,000 will be required 
for subsidy payments to the United States airlines. The Civil Aeronautics 
Board requested a cash appropriation of $73 million for the fiscal year; the 
difference results because all of the disbursements cannot be made during the 
fiscal year 1955 (i. e., June 1955 operating results will not be available until the 
next fiscal year) and because certain of the airlines are and/or will be on temporary 
mail rates under which certain amounts are withheld until final accounting. 

The House Appropriations Committee on Thursday, February 25, 1954, 
reported out the State, Justice, Commerce appropriation bill, which provided 
$23 million for subsidy payments for the airlines. The House report accompany- 
ing the bill (Rept. No. 1242) explained that the Civil Aeronauties Board request 
of $73 million had been reduced by $50 million as a result of a recent Supreme 
Court decision involving, first, the payment of subsidy to those United States 
airlines that operate both international routes and routes within the United 
States, and, secondly, the principle of making ratemaking by divisions or depart- 
ments for those carriers having international route operations. 

The chairman of the House Appropriations Subcommittee, during the floor 
debate on the bill, sponsored an amendment, which was adopted, to increase the 
amount in the bill from $23 million to $40 million. H. R. 8067, as amended 
and passed, also provides that the unused funds for the fiscal year 1954 will remain 
available for expenditure in the fiscal year 1955. It has been estimated by the 
Civil Aeronautics Board that there will be approximately $8 million in unex- 
pended funds. 

During the debate on the bill by the House of Representatives, it was made 
clear that the $40 million plus the appropriations carryover was for a partial 
year only; and that it would be necessary to have a supplemental appropriation 
during the first session of the next Congress, following a redetermination by the 
CAB of the mail rates for the carriers that were affected by the Supreme Court 
decision. 

The 14 local airlines operate wholly within the United States and the decision 
of the Supreme Court has no effect on their subsidy payments in the past or in 
the future. 
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For the coming fiscal year 1955 the Civil Aeronautics Board has estimated 
that the subsidy payments to the local service airlines will be approximately 
$23,841,000. This is the amount which the Board will spend to provide air 
service to the 438 cities on the routes of the local airlines listed in the appendix 
which I mentioned previously. 

Recently there has been some criticism regarding the amount of subsidy paid 
to the airlines. The 10 largest domestic trunk carriers, operating without sub- 
sidy since 1951, are being compared with the other carriers operating within the 
United States which require around $25 million in subsidy. The comparison 
suggests that subsidized airlines are not properly running their businesses. That 
is certainly not the case. 

First of all, the 10 major trunks have been operating approximately 20 years. 
The local airlines have been in business on an average of only 5% years. We 
don’t expect a 5-year-old to have the earning power of a 20-year-old. We 
shouldn’t expect it of an airline. 

Secondly, the 10 trunks have the long-haul routes which are the most heavily 
traveled in the world. The local airlines have only short hauls from the small! and 
intermediate cities to the major cities. 

To evaluate the subsidy properly is to answer two questions: 

(1) What are we paying for? 

(2) Are we getting our money’s worth? 

The answer to the first question I have answered in part before. We are paying 
for providing air transportation for passengers, United States mail, and freight 
at 438 communities. More particularly, we are paying for air service for the 
258 communities which are served exclusively by the local airlines. 

The answer to the second question is not as easy to determine, but the important 
point is that these local airlines carried nearly 2 million passengers in 1953. Scores 
of small isolated communities are now linked with neighboring cities by air, with 
a consequent increase in the flow of commerce and trade. The basic idea in 
Government help to transportation—starting back with the toll roads—was to 
bind the whole Nation together. Until 1946, this was not being accomplished in 
the field of civil aviation. We had only one-half of a civil air transportation 
evystem—only the large cities were served. Today we have a complete air trans- 
portation system and all the Nation is receiving air service. 

I don’t know how a value can be assigned to such an air transport system in 
terms of fostering interstate commerce, national defense, civil defense or national 
unity. I do know, however, that the value is very high. 

Nor should it be considered that the Federal subsidy is all outgo with no direct 
monetary return to the United States Government. The 14 local airlines are 
productive sources for tax revenue for the United States. They collect excise 
taxes on transportation, pay oil and gas taxes, and provide a sizable payroll 
which is subject to income tax. In fact, in 1953 the local airlines collected nearly 
$34 million in excise taxes. In addition, the local airlines paid $1,429,755 in 
various taxes such as property, franchise, fuel, oil, income, and payroll taxes. 
The local airlines’ payroll subject to the Federal income tax amounted to almost 
$24,500,000 in 1953. 

In order to evaluate the amount of subsidy which is paid for local service to 
America’s small communities, I have prepared the following chart from official 
CAB statistics. In it are listed the important traffic and revenue figures of the 
domestic trunk air carriers for the year 1938. The second column shows the same 
figures for the Big Four (American, Eastern, TWA, and United). The third 
column shows the same figures for the domestic trunk carriers, excluding the Big 
Four. 





% The Civil Aeronautics Board estimates the following amounts of subsidy for fiscal 1955 for each group of 
carriers as follows: 


Domestic trunklines J $3, 566, 000 
Local service carriers 23, 841, 000 
Helicopters - . 2, 563, 000 
Alaskan carriers - - . 7, 935, 000 
Hawaiian carriers 1, 036, 000 
International and overseas carriers 41, 311,000 
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Domestic 


Alldomestic| Big Four | ..riersother| Local air- 


earriers,' |  carriers,? 
poke aaa” than Big | lines, 1953 
1988 | 1938 Four, 1938 
Mail revenue ee isc ..--| $15,751,408 | $10,630,640 | $5,120,768 | $24, 182, 057 
Nonmail revenue - inside dik kde aptailatie dls -| $26, 499, 322 22, 218,086 | $4, 281, 236 24, 182, 057 
Total TOVOMMS.........<2.0----0- Sas fF | $32,848,726 | $9,412,004 $48, 500, 588 
Profit ...--- -ngeenn------------------ sen ecenene | ($967, 177) ($802, 958) ($164, 219)| ($1, 149, 118) 
Revenue miles flown._.__- 68, 543, 355 48, 975,368 | 19, 567, 987 44, 841, 634 
Revenue passengers... .........- deal 1, 168, 489 | 884, 917 283, 592 | 1, 998, 128 
Revenue passenger-miles. _. ome Saleltadh 75, 599, 717 393, 180, 611 “. 419, 106 386, 881, 000 
Pounds airmail itee ob thentiseaaveptese 22, 890, 968 16, 623, 333 , 267,635 | 410, 596, 400 
Mail ton-miles bi Side Dim ammee ee . 7, 446, 590 6, 145, 475 - 115 976, 003 
il ee een Se howwendé ieeecen! 34, 517 | 21, 285 , 232 | 22, 205 
| | i 


1 American Airlines, Inc., Braniff Airways, Chicago & Southern Air Lines, Colonial Airlines, Continental 
Air Lines, Delta Air Corp., Eastern Air Lines, Inland Air Lines, Mid-Continent Airlines, National Air- 
lines, Northeast Airlines, Northwest Airlines, Pennsylvania-Central Airlines Corp., Transcontinental & 
Western Air, United Air Lines Transport Corp., Western Air Lines, Inc. 

2 American Airlines, Inc., Eastern Air Lines, Transcontinental & Western Air, United Air Lines Trans- 
port Corp. 

312 months ending 3d quarter, 1953, 


I chose the year 1938 because I think the trunk carriers were in roughly the 
same state of development then as the local airlines are today. Of course, the 
Big Four were in a more advanced stage of development than the industry 
generally. 

The most amazing figure in the chart is that of revenue passengers. The local 
airlines in 1953 carried 60 percent more passengers than all of the trunk airlines 
in the United States in 1938. The local airlines in 1953 carried six times as many 
passengers as the domestic trunk carriers in 1938 after the Big Four passengers 
are excluded. 

The local airlines in 1953 flew almost as many revenue miles as the Big Four 
in 1938 and more than double the revenue miles of the rest of the domestic trunk 
carriers. 

Now look at the first line which is mail revenue. For simplicity, assume that 
it is all subsidy, which, of course, it is not. You will note that nearly 39 percent 
of the total revenue of all domestic carriers in 1938 was mail revenue. The Big 
Four operating the long, heavily traveled and most profitable routes received 
32.4 percent of their revenue from subsidy. And, if you exclude the Big Four, 
the rest of the trunk airline industry was dependent on the United States for more 
than 50 percent of its revenue. The percentage is slightly more than for the 
local airlines in 1953. 

The purpose of this chart is to show the conditions of the trunk carriers when 
they were in a state of development comparable to the local airlines of today. 
That Congress enacted a wise policy in the Civil Aeronautics Act of 1938 is evident 
in the fact that domestic trunk carriers, with but three exceptions, are today 
financially independent and are repaying the United States handsomely in safe 
and frequent air travel and in many other ways. Iam confident that the invest- 
ment in local air service being made by Congress today will pay equally handsome 
dividends in the future. 


Compensatory airmail rates 


Before leaving the subject of subsidy, I would like to discuss the compensatory 
airmail rates. The local airlines have been placed in service groups III, IV, V, 
and VI by the Civil Aeronautics Board, which means that they are paid for carry- 
ing airmail at rates ranging from 75 cents to $2.58 per ton-mile. These rates 
sound like substantial eompensation when compared with the rates for the large 
trunk airlines that are carrying airmail for 45 cents per ton-mile and, on certain 
routes, are carrying first-class mail for 20 cents per ton-mile. 

The seemingly high compensatory rate per ton-mile which the local airlines 
receive for carrying airmail is really only a fiction. The local airlines do not 
receive any tons of airmail. The amount of air mail generated at the small 
communities served by the local airiines is not large—in fact, we seldom get a 
10-pound sack at such cities. 

A local airline, with a compensatory airmail rate of 91 cents a ton-mile, carries 
this 10-pound sack of mail 150 miles (average length of haul) and receives only 
69 cents from the Post Office Department as compensatory mail pay. The 69 
cents received by such a local carrier is approximately equal to the cost of 33% 
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special-delivery stamps. 
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Even at the highest compensatory rate, $2.58, a carrier 


would receive only $1.94 for carrying a 10-pound sack of mail 150 miles. 
In conclusion, | want to thank the chairman and the members of this committee 
again for making this opportunity available for the local airlines to present our 


statement. 


AppreNnpix A 


ALABAMA 


Birmingham 
*CGadsden 
Mobile 


*Tuscaloosa 


ARIZONA 

* Ajo 
*Clifton 
*Flagstalf 
*Kingman 
Phoenix 
*Prescott 
*Safford 
Tucson 
*Winslow 
*Yuma 


ARKANSAS 


*Camden 
*E1l Dorado 
Fort Smith 
*Helena 

Hot Springs 
* Jonesboro 
Little Rock 
*Magnolia 
*Pine Bluff 
*Stuttgart 
Texarkana 
*West Helena 


CALIFORNIA 


*Arcata 
*Blythe 
Burbank 
*Carmel 
*Chico 
*Crescent City 
*Death Valley 
*El Centro 
*Fureka 
*Fort Bragg 
*Imperial 
*Inyokern 
*Laguna Beach 
Los Angeles 
*Marysville 
*Monterey 
Oakland 
*Oceanside 
*Oxnard 
*Red Bluff 
*Redding 


sacramento 


See footnotes on p. 1765. 


Thank you. 


CALIFORNIA continued 


San Diego 

San Francisco 
*San Jose 

*San Luis Obispo 
*Santa Ana 
*Santa Barbara 
*Santa Clara 
*Santa Cruz 
*Santa Maria 
*Santa Rosa 
*Ukiah 
*Ventura 
*Watsonville 
*Yreka 
*Yuba City 


COLORADO 


*Alamosa 
*Cortez 
Denver 
*Durango 
Grand Junction 
*Gunnison 
*Monte Vista 
* Montrose 
Pueblo 


CONNECTICUT 


None 


DELAWARE 


*Dover 
*Georgetown 
*Rehoboth Beach 
Wilmington 


DISTRICT OF COLUMBIA 


Washington 


FLORIDA 


Jacksonville 


GEORGIA 


Albany 
*Athens 
Atlanta 
Columbus 
*La Grange 
*Moultrie 
Valdosta 


Cities served by local airlines! 


IDAHO 


Boise 
*Burley 
*Coeur d’ Alene 
Idaho Falls 
* Lewiston 
* Moscow 
*Payette 
Pocatello 
*Rupert 
Twin Falls 


ILLINOIS 


*Alton 
*Cairo 
*Champaign 
Chicago 
*Danville 
*Decatur 
Moline 
Peoria 
Quincy 
Rockford 
Springfield 
*Urbana 
*Wood River 


INDIANA 


*Bloomington 
*Gary 
Indianapolis 
*Kokomo 
*Lafayette 
*Logansport 
*Marion 
*Peru 
*Richmond 


_ South Bend 


*West Lafayette 


IOWA 


Burlington 

Davenport 
*Kort Madison 
*Keokuk 


KANSAS 


*Chanute 

*Coffey ville 

*Pittsburg 
Topeka 
Wichita 


ee ee eee 
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ArPpeNbIx A 


KENTUCKY 


Ashland 
*Corbin 
Lexington 
* London 
Louisville 
Paducah 


LOUIBIANA 


Baton Rouge 
Monroe 

New Orleans 
Shreveport 


MAINE 
None 
MARYLAND 
Baltimore 


*Cambridge 
*Cumberland 
*Kaston 
*Hagerstown 
*Ocean City 
*Salisbury 


MASSACHUSETTS 


Boston 
Holvoke 
Pittsfield 
Springfield 
*Westfield 
Worcester 


MICHIGAN 


Detroit 
*iscanaba 
Grand Rapids 
*Hancock 
*Houghton 
*Iron Mountain 
*lronwood 
Kalamazoo 
Lansing 
*Marquette 
*Menominee 


MINNESOTA 


* Alexandria 
*Bemidji 
*Brainerd 
*Chisholm 
*Duluth 

*Fergus Falls 
*Hibbing 
*International Falls 
Minneapolis 

*St. Cloud 

St. Paul 
*Thief River Falls 
*Winona 


See footnotes on p. 1765, 


Cities served by local airlines ! Continued 


MISSISSIPPI 


* Biloxi 
*Columbus 
*Greenville 
( rulfport 
Jackson 
*Laurel 
*Natchez 
*Tupelo 
*Vicksburg 


MISSOURI 


*Cape Girardeau 
*Columbia 
Hannibal 
Joplin 

Kansas City 

St. Louis 
Springfield 


MONTANA 


Billings 


NEBRASKA 
None 


NEVADA 


Boulder City 
*Carson City 
*Hawthorne 

Las Vegas 
*Minden 

Reno 
*’Tonopah 


NEW HAMPSHIRE 


Keene 
NEW JERSEY 


*Asbury Park 
Atlantic City 
*Cape May 
*Long Branch 
Newark 
*Red Bank 
*Wildwood 


NEW MEXICO 


Albuquerque 
*Clovis 
*Farmington 
*Gallup 

Las Vegas 

Santa Fe 
*Silver City 


NEW YORK 


Albany 
*Auburn 
Binghamton 


NEW YORK—continued 


Buffalo 
Corning 
k-lmira 
Endicott 
*Geneva 
*Ithaca 

* Jamestown 
Johnson City 
Niagara Falls 
New York 
Rochester 
*Rome 
Schnectady 
Syracuse 
Utica 
Watertown 


* 


NORTH CAROLINA 


* Aberdeen 
} Asheville 
*Beaufort 
Charlotte 
Durham 
*Fayetteville 
Greensboro 
Hendersonville 
*Hickory 
High Point 
*Kinston 
*Morehead City 
New Bern 
*Pinehurst 
Raleigh 
*Southern Pines 
Wilmington 
Winston-Salem 


NORTH DAKOTA 


Fargo 
Grand Forks 


OHIO 


Cincinnati 
Cleveland 
Columbus 
Dayton 
*Lima 

* Mansfield 
Marietta 

* Marion 
*New Philadelphia 
*Springfield 
Youngstown 
*Zanesville 


OKLAHOMA 


*Ada 
*Ardmore 
Bartlesville 
*Chickasha 
*Duncan 











1764 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


APPENDIX A. 
OKLAHOMA—continued 


*Enid 
Fort Sill 
Lawton 
*Miami 
*McAlester 
Muskogee 
Oklahoma City 
Ponca City 
*Shawnee 
*Stillwater 
Tulsa 


*W oodward 


OREGON 


* Astoria 

* Albany 
*Baker 
*Coos Bay 
*Corvallis 
Eugene 
Klamath Falls 
*La Grande 
Medford 
*North Bend 
*Ontario 
Pendleton 
Portland 
*Roseburg 


PENNSYLVANIA 


* Altoona 
*Bellefonte 
Bradford 
*Butler 
*Clearfield 
Erie 
*Franklin 
Harrisburg 
* Johnstown 
Lancaster 
*Lock Haven 
*Oil City 
Philadelphia 
*Philipsburg 
Pittsburgh 
Scranton 
*State College 
Waynesboro 
Wilkes-Barre 
Williamsport 


RHODE ISLAND 
None 


SOUTH CAROLINA 


Greenville 
*Green wood 
*Myrtle Beach 

Spartanburg 


See footnotes on p. 1765 


-Cities served by local airlines \—Continued 


SOUTH DAKOTA 


None 


TENNESSEE 


Johnson City 
Kingsport 
Knoxville 
Memphis 


TEXAS 


* Abilene 
* Alpine 
Amarillo 
Austin 
Beaumont 
*Beeville 
*Big Spring 
*Borger 
*Brady 
*Breckenridge 
*Brownwood 
*Bryan 
*Coleman 
*College Station 
Corpus Christi 
Dallas 
*Edinburg 
E] Paso 
*Fort Stockton 
Fort Worth 
Galveston 
Gladewater 
*Harlingen 
Houston 
*Kerrville 
Kilgore 
Longview 
Lubbock 
*Lufkin 
*Marfa 
* Marshall 
*McAllen 
Midland 
*Mineral Wells 
* Mission 
Odessa 
*Paris 
*Pecos 
*Plainview 
Port Arthur 
San Angelo 
San Antonio 
*San Benito 
*Snyder 
*Sweetwater 
*Temple 
Texarkana 
Tyler 
*Victoria 
W aco 


UTAH 


Salt Lake City 
Vernal 


VERMONT 
None 


VIRGINIA 


Bristol 
Danville 
Hampton 
*Lynchburg 
Newport News 
Norfolk 
Richmond 
Roanoke 
Warwick 


WASHINGTON 


* Aberdeen 
*Centralia 
*Chehalis 
*Clarkston 
*Ellensburg 
*Ephrata 
*Hoquiam 
* Kennewick 
*Moses Lake 
*Olympia 
*Pasco 
*Port Angeles 
*Pullman 
*Richland 
Seattle 
Spokane 
Vancouver 
Walla Walla 
*Wenatchee 
Yakima 


WEST VIRGINIA 


*Beckley 

*Bluefield 
Charleston 
Huntington 
Parkersburg 
W heeling 


WISCONSIN 


* Beloit 
*Clintonville 
*EKau Claire 
*Green Bay 
* Janesville 
*La Crosse 
Madison 
*Manitowoc 
* Marinette 
Milwaukee 
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ApPpEeNDIxX A.—Cities served by local airlines '—Continued 


WISCONSIN—continued WYOMING WYOMING—continued 
*Oshkosh Casper * Powell 
*Rhinelander Cheyenne *Rawlins 
*Stevens Point *Cody *Riverton 
*Superior *Greybull *Rock Springs 
*Wausau *Laramie *Worland 
*Wisconsin Rapids *Lander 


*Cities served by local airlines only. 


1 Cities which are certificated for service through a common airport, such as Parkersburg, W. Va., and 
Marietta, Ohio, served by Allegheny Airlines, are listed separately. 


GENERAL STATEMENT 


Mr. Nyrop. I would like to express my appreciation for the 
opportunity to appear here today for the conference. 

The local service or feeder airlines have come into existence since 
the end of World War II. They are in fact the new and small busi- 
nesses that have been established in the scheduled air transport 
industry. 

The history of the certification of the local airlines commenced in 
1943 when the Civil Aeronautics Board initated a special investigation 
to determine whether there was a requirement for service to the 
smaller communities in the United States, a special type of service. 
The Board, on completion of the investigation, decided to authorize 
local or feeder service on an experime ntal basis. The action was 
greeted enthusiastically by hundreds of small aviation companies in 
the country and by scores of smaller cities. 

In authorizing these new local service carriers the Board opened an 
air transportation field to new small independent companies which 
have made remarkable progress during their short period of operation. 
The local airlines as an industry group have been in operation less 
than 6 years. Today the local airlines have a route structure of 
approximately 30,000 miles and serve more than 430 cities in 42 States. 

‘Over 43 million people reside in the area served by the local airlines. 
The tabulation of cities that is shown here on this map I believe is 
significant. For example, take the State of Colorado which today 
receives scheduled air service to four of its cities by the large trunk 
airlines. However, Frontier Airlines, a local airline, serves 9 cities 
in the State of Colorado of which 6 cities are completely dependent 
on this local airline for such air service. 

In the State of Maryland, Baltimore is the only city that has trunk 
airline service. The local service operator in that State, Allegheny, 
serves Baltimore plus six other Maryland cities. 


LOCAL AIRLINE PROGRESS 


I would like to speak very briefly about the progress that has been 
made in the short period of time that these smaller airlines have been 
in operation. In 1953 the local airlines carried 1,998,000 revenue 
passengers as compared with 425,000 revenue passengers carried in 
1948. The total commercial revenues in 1953, exclusive of mail pay, 
were approximately $24,300,000, while in 1948 commercial revenues 
were only $5 million. Thus in 6 years the commercial revenues and 
the number of revenue passengers have increased roughly 5 times. 

The growth in volume of airmail handled by the local carriers has in- 
creased from 361,000 mail ton-miles in 1948 to 967,000 mail ton-miles 
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in 1953 representing a 160 percent increase in the airmail ton-miles 
for the 6-year period. 

During the past several years there has evolved a refinement in the 
method of computing the need-mail pay a carrier receives from the 
Federal Government separating the amount into compensatory mail 
pay and subsidy mail pay. The Senate Interstate and Foreign Com- 
merce Committee held bearings in 1951 on the subsidy separation 
proposal and, in additioa, employed a private consulting firm to assist 
it in determining fair compensatory mail rates. The report of the 
accounting firm, Ernst & Ernst, to this committee found that the 
domestic airline subsidies were largely the result of providing air serv- 
ices to the smaller intermediate cities in the United States. The 
subsidies paid to the airlines represented a subsidy to furnish air serv- 
ice to those smaller cities that could not generate enough commercial 
revenues to pay for the total cost of airline operations. 

Although paid to the airlines it was the small communities which 
received the subsidy in the form of air service. 

I would like to point out specifically that the real cost of providing 
air transportation depends upon the length of haul and the density 
of traffiic. As you can see from this map here, the red cities on that 
map represent those smaller cities served exclusively by the local air- 
lines. These cities do not in themselves actually generate enough 
commercial revenues to provide for the full cost of the operation of 
air transportation into their cities. 

However, by providing this service, we do tie together the route 
structure of the United States. What we have here is a complete 
transportation system that serves all of those small communities in 
the 42 States. 

PASSENGER SERVICE 


In closing I would like to say that we render very valuable passenger 
service—nearly 2 million passengers were carried in 1953. In addition 
to that we render very valuable mail service. We have been criticized 
with regard to the amount of mail pay we receive. Twenty-three 
million dollars is a very modest amount in my opinion for providing 
the air service that is provided there. Our mail pay is broken down 
into two parts, into subsidy and compensatory rates. 


COMPENSATORY MAIL-RATE SYSTEM 


I would like to explain briefly what our compensatory mail-rate 
system is. For example, today we get paid on a ton-mile rate for 
transporting airmail. Our rates vary from 75 cents a ton-mile rate 
to $2.58. However, the ton-mile rate is really a fiction because we 
never get a ton of mail to carry at any one time. We carry it in 10- 
pound sacks. It is somewhat like comparing the price of potatoes 
which you buy in a carload lot with the 10-pound sack you buy at the 
Safeway store. 

Today we transport a 10-pound sack of airmail an average distance 
of 150 miles, and using the 91-cent ton-mile rate we actually receive 
in revenues 69 cents service for transporting that mail, that 10-pound 
sack 150 miles. That is equal approximately to the cost of 3% 
special-lelivery stamps. 
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I urge that the committee give sympathetic consideration to the 
request that the Civil Aeronautics Board will present here within the 
next few days for the subsidy funds for those 14 local carriers that 
serve 42 States, in which they serve 438 cities, 258 of which are served 
exciusively. Thank you very much. 

Senator Smirxa. Thank you very much, Mr. Nyrop. I enjoyed your 
comparison of the airlines with potatoes. I think I understand air- 
lines fully as well as I do potatoes, coming from Maine. ‘Thank you 
for being so brief. 

The committee will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 5 p. m., Tuesday, May 11, 1954, the committee 
recessed to reconvene at 10 a. m., Wednesday, May 12, 1954.) 











DEPARTMENTS OF STATE, JUSTICE, COMMERCE, AND 
THE UNITED STATES INFORMATION AGENCY APPRO- 
PRIATIONS FOR 1955 


WEDNESDAY, MAY 12, 1954 


Unirep Sratres SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 10 a. m., in room 
F-37, the Capitol, Hon. Styles Bridges (chairman of the committee) 
presiding. 
Present: Chairman Bridges, Senators Kilgore and Green. 


DEPARTMENT OF STATE 
INTERNATIONAL EpucaATIONAL ExXcHANGE ACTIVITIES PROGRAM 


STATEMENT OF HON. WALTER H. JUDD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


GENERAL STATEMENT 


Chairman Bripers. The committee will come to order. 

We have this morning the distinguished Congressman from Minne- 
sota, Mr. Judd. We will be very alad to hear from you. 

Representative Jupp. Mr. Chairman, I appreciate your allowing 
me to say just a few words in support of an increase in the item 
providing for the exchange of persons program, student and teacher 
and leader exchange. 

As you know, this was cut in the House. The bill came out from 
the committee and was before the House before we realized what had 
been done. It was not called to my attention. Otherwise I think 
we could have gotten it restored there. It was cut from $15 million 
to $9 million, I hope very much that the Senate will restore the original 
figure, and I believe we can get the House to accept the restored 
figure because there were some misapprehensions responsible for the 
cut. 

The reason I am particularly concerned about it is that I have been 
in the Far East twice in the last year and seen how, in that part of the 
world, we are losing ground. Nobody can deny that, as the most 
recent news from Indochina demonstrates. I honestly believe that the 
single most effective program we are carrying out in those countries 
that are still free—and some of them are already on the fence—rang- 
ing from Korea and Japan clear around to Afghanistan is this ex- 
change of persons program; that is, we and the whole free world get 
more benefit from the number of dollars put into that program than 
from any other comparable program that we have. 
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This appropriation if it stands as in the House bill will cut out all 
aid and operations under this program for Hong Kong, Indochina, 
Indonesia, Korea, Malaya, and Formosa. These are ‘precisely the 
countries where of all places we need most support at the present time. 

For the United States to choose this moment to cut down its most 
effective tie with the scholarly classes and the Jabor leaders and busi- 
ness leaders of those countries, people who form public opinion, 
editors, writers, and so forth, seems to me incredibly shortsighted. 


AMERICAN CIVILIZATION ON THE DEFENSIVE 


[ came back from the Orient this time convinced that our civili- 
zation is on the defensive in that part of the world. For a hundred 
years or thereabouts those people looked toward America as the way 
they wanted to go—the American dream. If they could not get to 
America themselves they hoped they could eventually get their free- 
dom and build in their own country something like the American 
Republic. 

Today I regret to say that particularly among the intellectual 
classes, they are not looking toward America. They are looking to 
other countries. Students are saying in India today, for example, 
the thing I used to hear them say in (¢ ‘hina 15 years ago, something to 
this effect: “Well, the United States has led the world in industrial- 
ization, but she could pursue it at a le ot pace because she started 
out first and was ahead. It took her 150 years to industrialize.”’ 
Now, they say, “We Indians are way behind. We have to catch 
up fast. We do not have 100 years in which to modernize at a slow 
pace. Who is it who started at scratch and in 25 years industrialized 
until it now has the largest army, and air force, and submarine and 
tank force, and the second largest navy? The Soviet Union; and 
that is the kind of system and example that we should follow in India.” 

Surely we ought to be as intelligent in this field as the Soviet Union 
is. I remember that when the Communist Party in China was 
started in 1920 or 1921, one of the first things the Kremlin did was to 
establish in Moscow the Sun Yat-sen University. They did not call 
it Communist University or Russian University. They called it Sun 
Yat-sen University and they appealed to Chinese and other Asian 
students to go there and study communism for Asia. They paid 
their way. The ‘y offered every inducement. They were laying plans 
30 years ahead and the plans are paying off now because they have in 
all these countries in Asia real leaders, smart, able, resourceful, pro- 
fessionally trained men who have had long experience in the Soviet 
Union. They go back to their own countries to try to put into effect 
the kind of system that they have seen or spread the ideas with which 
they have been indoctrinated in their studies in Russia. 

Our committee in its report had one section on this program, the 
exchange of persons program, and I should like to read just 2 or 
3 sentences from it. In each of the countries visited we made a 
special effort to have our Embassy call together some of the students, 
professors, leaders, and so on, who had the benefit of this program, 
Without a single exception they all felt it was of the greatest value. 
They made criticisms. We asked them for their suggestions as to. 
how to improve the program or modify it and they replied frankly. 
But as to its benefits there could be no question. 
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Some of these countries are on the fence, confused, and are tempted 
to shift over to the Kremlin side, because it seems to them that prob- 
ably communism is winning. Naturally they would like to join the 
bandwagon if its victory is inevitable. In such situations the most 
stabilizing elements we found were these individuals who had had 
contact with the United States in person. 


EXPANSION OF PROGRAM RECOMMENDED 


The Red propaganda could say so-and-so against us, but these 
folks said, ‘‘We were there. This is what America is like.” We said 
in our report: 

The individuals with whom the study mission spoke regarded their American expe- 
rience as contributing immeasurably to their work and to a better attitude toward 
the United States. The study mission recommends that the program not only be 
continued but that it be expanded. What it can mean in terms of providing 
influence within the countries in this critical period of their national history is best 
seen in Indonesia where about 100 labor leaders have studied in Moscow or 
Peiping. They provide the leadership for about 75 percent of organized labor 


IMPORTANCE OF INDONESIA 


Indonesia is a country as big as the United States in territorial ex- 
panse, Dut about three-fourths of it is water. However, their re- 
sources are fabulous. Its geographical location gives it crucial im- 
portance in that part of the worid. Yet 75 percent of its labor 
leadership has been trained in Moscow and Peiping. 

In some of the countries we ran across this situation: Somebody in 
our staffs out there had been wise enough to send some of these labor 
leaders for 2 or 3 months’ observation in the United States. On the 
way back they stopped off in England taking a look at the labor move- 
ment there. Then some of them had gone to Belgium or France and 
seen the movement there. Some of them had gone on to Moscow and 
then back through China. As near as we could find out every single 
one of those persons who had been exposed to the whole range of 
systems went back a devotee of our American system and was a good 
witness for it, a much better witness than we white people can be. 

[ think perhaps the most illuminating thing that was said to me in 
this whole trip was by a man in Indonesia. He said, ‘‘Mr. Congress- 
man, you must use our nationalism. ‘The Communists come in and 
they use our nationalism. We know that their purpose is to get 
control and then they will destroy the independence, which at long 
last we have won. But their approach is effective.”’ 

So often we Americans go over and as one person told us, “The 
Americans are so aggressively friendly.’’ That phrase told the story. 
We see this wrong and that difficulty and we sort of take it over and 
run their country for them. They do not want it run for them. 
They have worked for centuries to become masters in their own house. 
They want our help but not our dominance. We must use their 
nationalism in the sense of working through their own people so 
that it is clear to everybody our desire is not imperialistic and we are 
not trying to take over Dutch, French, or British colonialism and 
establish an imperialism of our own. Rather, it is our desire to help 
them stabilize their own independence and build their own genuine 
national strength. 
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Therefore, I feel strongly that the single most effective weapon we 
have over there is not our guns and tanks or even our commodities 
and food supplies and machinery to permit better agriculture and the 
rest of it; our most valuable program for the money involved is this 
which deals with the leaders and key people, which gives them the 
ideas that have been responsible for our own development and often 
stimulates their imagination and initiative to improve their lot, with 
such assistance as they ask of us and we are a to give. It gives 
them a glimpse of and devotion to the basic philosophy of freedom and 
of self-government as no other program. 


SELECTION OF AMERICAN STUDENTS 


Chairman Bripces. Let me ask you about two things that are in 
the nature of constructive suggestions which have come to this com- 
mittee’s attention. I will just ask you to comment on them, One is 
that there be wider distribution in the selection of American students 
sent abroad. The other is that the foreign students who come here, 
instead of being concentrated in a few big institutions should be 
spread out more widely among the colleges and schools of the country 
so they would get a more balanced impression of America, 

Representative Jupp. IT approve of both. We have a series of 
seven recommendations in our report and I think it might be of 
value—it is only two pages—if they were included in your record. 
We made a very careful study of this and we made seven recommen- 
dations based on the experiences and suggestions of the exchangees 
themselves. Both of those that the chairman has mentioned were 
included in essence. 

We made another recommendation along similar lines. Two of the 
greatest assets we have in that part of the world are the Philippines 
and Hawaii and we are not using them adequately. A lot of the 
students brought to our country are plunged into American life 
without adequate preparation and sometimes they have negative 
reactions. They get their orientation in New Orleans and right away 
they run into the race barrier. Or, they are oriented in New York, 
which, of all our cities, is the least typically American. Filipino 
friends said to us, ‘‘Why don’t you let those students stop over here 
for a while where we have worked out a good relationship between 
brown and white peoples?” 

Even more, we should have orientation centers in Hawaii where 
there are Americans who are representative descendants of all those 
Asian races and they have worked together with the white Americans 
in complete harmony. We could use those places and people to intro- 
duce the Asians to us more gradually, and not plunge them into Amer- 
ican haste, and crowding, and mechanization, until sometimes they 
feel forgotten. Why not put them first in the hands of people origi- 
nally, of their own races but who are also native-born thorough 
Americans? 

A good many of our strongest assets we are not using. We said in 
our report that we ought to put more emphasis on selecting the people 
who have already arrived in their own society, who have jobs as 
teachers or leaders. They come over here and they study with more 
poise and purpose because they think in terms of going back to be 
more useful in their jobs. There ought to be fewer of these grants for 
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youngsters just out of high school. Many do not have enough back- 
ground and maturity to keep their poise. They become so enamored 
of American life that after 2 years they do not want to go back. The 
more mature students want to go back and they carry more back 
and are better bridges between the two countries. 


HOUSE COMMITTEE RECOMMENDATIONS 


Chairman Bringgs. I would like to make the recommendations of 
the House committee, the two pages referred to, a part of the record 
of this hearing. 

(The report referred to follows:) 


EXCHANGE OF PERSONS PROGRAM 


In each of the countries visited the study mission met informally with local 
citizens who had had the benefit of study in the United States under Smith-Mundt 
or Fulbright grants. The purpose was to find out if the program was effective 
and the ways in which it could be improved. Many of them attended these 
meetings at considerable inconvenience to themselves. This in itself is evidence 
that they are interested in the program’s success 

As the study mission moved from country to country it soon became apparent 
that many of the reactions experienced by those in one country were had by those 
in other countries. At times the observations sounded almost repetitious. The 
following points represent a consensus of the opinions most frequently expressed 

1. The period of American study, ranging from 6 months to a year, is too 
short. Students particularly spend a good portion of that time orienting them- 
selves to the American educational pattern and increasing their language profi- 
ciency. A number suggested that it would be more desirable to send fewer 
students for a longer period. 

2. As a general proposition, the returned students thought it better to send 
more mature individuals such as graduate students or those already engaged in 
work in preference to undergraduates. The latter do not derive the maximum 
educational benefit. For them it is more of an experience. Where the program’s 
major purpose is to provide western orientation, undergraduates are more suitable 
But where the purpose is to provide greater professional competence, older students 
are preferable. 

3. Related to this is the return of students to their own country. This has 
been a problem with students from some countries. Generally the younger 
students are less anxious to return; and when they do, they frequently show a 
dissatisfaction with their native environment and a restiveness that reflects itself 
in their work. Older students who have established some connections such as a 
teaching post or a government position are generally eager to return and can 
make a more immediate contribution to their own country. 

1. The United States benefits from the presence of more mature exchangees 
through the element of understanding they can bring to the American people 
and through the more careful seiection of values they can take back with them. A 
number of returned exchange students commented that they felt they had not 
made a maximum contribution to better relations with our people because oppor- 
tunity was not given them. Particularly if students come for more than a year 
the study mission believes that the exchangees should be encouraged and enabled 
to travel more around the United States and meet with various civic and com- 
munity groups. It would remove the students from the secluded atmosphere of 
a college community and, at the same time, bring to American communities 
individuals who can discuss with maturity and understanding the problems of 
their own country. 

5. Some expressed the view that American education was too ‘‘academic’’ in 
the sense that it was heavily weighted in favor of classroom work, This view 
was stressed expecially by those in education and social work. They suggested 
that more time be permitted them to observe and engage in fieldwork. Many 
of their own institutions can provide the classroom work. It was the practical 
experience and methods that they sought. 

6. Some mild dissatisfaction was expressed by the lack of ‘‘follow through”’ 
by United States Government agencies, particularly the State Department, after 
their arrival in the United States. Once the short orientation was over, they 
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felt they were on their own. If they had chosen a university or college that did 
not meet their expectation as to courses, it was usually difficult for them to 
transfer to another institution. 

The Hawaiian Islands, with their people drawn from many backgrounds, 
provide an unusual place to offer prospective students from Asia an introduction 
into the social problems of the United States. The study mission recommends 
that an orientation course be instituted in the Hawaiian Islands. 

7. In some countries, particularly in Southeast Asia, preference was expressed 
for more emphasis on leader grants rather than students. The most immediate 
need is for well-trained individuals currently engaged in a profession or occupation. 
Editors, civil servants, and union leaders are the types who would be able to 
contribute presently more to their country by shorter visits to the United States 
with opportunities to observe and discuss our methods than those pursuing 
formal studies. 

In several countries returned students and leaders have formed something 
comparable to an alumni association. They offer advice and assistance to pros- 
pective exchangees and maintain contact with American institutions and indi- 
viduals. The study mission believes these associations should be given every 
assistance and encouragement by our officials. Where they do not exist, their 
formation should be sponsored by our officials. Although the membership is not 
large, the members are able to impart an interpretation and understanding of the 
United States to their countrymen in a manner not possible in any other way. 

The exchange program in this part of the world is particularly important because 
of the preference previously shown by students for European university training. 
There has been a long standing impression in much of the Orient that European 
universities provide better training in academic subjects while American schools 
stress primarily technical subjects. The students and leaders who have had the 
opportunity to study in this country have not regretted their experience and are 
correcting this erroneous impression. 

The exchange program has already demonstrated its value. The individuals 
with whom the study mission spoke regarded their American experience as 
contributing immeasurably to their work and to a better attitude toward the 
United States. The study mission recommends that the program not only be 
continued but that it be expanded. What it can mean in terms of providing 
influence within the countries in this critical period of their national history is 
best seen in Indonesia where about 100 labor leaders have studied in Moscow or 
Peiping. They provide the leadership for about 75 percent of organized labor. 
One way in which the program could be accelerated without unduly adding to 
the cost is to utilize the facilities available in the Philippines. This could serve 
as a regional center from which American methods and ideas, already accepted 
and practiced there, could be disseminated among the Asian countries. 

The exchange of persons program represents one of the most successful efforts 
to infuse local leaders with American ideas and ideals. Its contraction would be 
a serious setback to American prestige and influence. 

Greater attention should be given to utilizing facilities in the Republic of the 
Philippines for a regional training center. 

Consideration should be given to the establishment of orientation courses in 
the Hawaiian Islands for Asian students coming to the United States. 


Senator Green. May I ask a few questions? 
Chairman Brincgs. Certainly. 


ATTITUDE TOWARD COLONIAL POWERS 


Senator Green. In your travels to which you have referred do you 
note any distinction as to,how we should act in connection with colonial 
powers and nations and those that are independent? 

Representative Jupp. We are handicapped in those countries that 
are still not independent because we cannot go in and directly try to 
undermine the existing colonialism. The best we can do in those 
countries is to provide an example and, by presenting a positive 
philospohy of independence, and freedom, and self-government, help 
and encourage the people to develop the will to go ahead to win their 
own independence. 
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Senator Green. Is not that a hopelessly inconsistent attitude? 

Representative Judd. No, it is not hopelessly inconsistent. We 
make clear our ultimate objectives, but we do not go in throwing 
bombs, so to speak, against the colonial powers. The strongest 
weapon we have in Asia is what we ourselves have done in the Philip- 
pines. 

Senator Green. Is not the strongest motive that actuates those 
people independence? 

Representative Jupp. There is no question about that. 

Senator Green. If so, do they not identify us as if we are not 
against colonialism we are for colonialism? Is not the world, in their 
opinion, divided into those two groups? 

Representative Jupp. Yes. 

Senator Green. And if we represent the colonial powers, then are 


‘they not necessarily in their own opinion antagonistic to us? 


Representative Jupp. There is no question 

Senator Green. Then why is not the money thrown away for 
sending these people in those places? 

Representative Jupp. You jumped to that conclusion, not I. Ido 
not agree with the thesis that they identify us strictly as all pro- 
colonial or all anticolonial. By and large their leaders at least realize 
that we are more on the anticolonial than on the procolonial side. 

Senator Green. I do not know about that. All our Government 
officials are procolonial. 

Representative Jupp. However that may be, we Members of 
Congress in our report took a dim view about Indochina 3 months 
ago when everybody else was more optimistic about Indochina. . We 
said that at best it was a “touch and go proposition’’ and that the 
French cannot get any real strength in the Vietnamese forces until 
they give complete independence or the definite assurance of such 
independenc e. Only for such a cause as their own freedom will the 
local people make the effort necessary to win this kind of struggle. 

Senator Green. How many of those natives will see this report, if 
any, and how much will they believe it? Do they not identify us 
with the colonial powers? 


OPINION OF COMMON PEOPLE 


Representative Jupp. Their leaders know better. As for the com- 
mon people, by and large, we are white people to them and having 
lived under white people, they tar us with the same brush as they have 
for the European colonial powers. It is our greatest handicap in 
Asia, and the essence of our foreign policy problem, as I understand it, 
Senator, is how to hold together the alliance of white powers in 
Europe. 

Senator Green. We are in agreement on that. 

Representative Jupp. And at the same time not lose the people 

f Asia who are not white. 

Senator GREEN. We agree on that, but I want to apply that differ- 
ence of opinion to the distinct proposition here. It is inconsistent 
with what you advocate. You advocate treating them all alike, 
whether they are colonial, Communist, or independent nations. 

Representative Jupp. | do not believe we can go in and use our 
force to overthrow colonial regime. 
we 
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Senator Green. No, but why should we use force at all? It is 
money thrown away. 

Representative Jupp. I am against use of force there, but I think 
for this authorization to go in its present reduced form, to pick this 
moment to withdraw the one contact that we have with their influen- 
tial and opinion-forming leaders, is just playing into the hands of those 
who say that America is not interested in those countries unless we 
can use them for imperialistic purposes 

Senator Green. That is why | think your argument is pretty 
inconvincing 

Representative Jupp. You mean we should pick this moment to 
withdraw aid? 

Senator Green. We have to withdraw aid somewhere if we have 
to cut down $3 million. The place to withdraw is those nations where 
we do not do any good. 

Representative Jupp. But we are doing a great deal of good. We 
are almost the only helpful and stabilizing influence there. 

Senator Green. Who thinks that? The native population, or the 
French colonizing power? 

Representative Jupp. The native population. All our conclusions 
on this matter were based on contacts and extended conversations 
and meetings with people from the local population. 

Senator Green. I think the Voice of America contributed to this 
proposition. 

Representative Jupp. If we have to cut down I would cut money 
out of the Voice and put it into the student exchange program. 

Senator Gregn. That was not my point. My point is that you 
cut out the colonies or the independent nations. 

Representative Jupp. You mean we would provide such aid only 
to the independent nations? 

Senator Green. If we have to cut down, the place to cut down 
would be the colonies where we have the least effect. We have 
least effect because we are identified, and necessarily so, with our 
diplomatic service and the diplomatic service is identified with the 
government against which they are rebelling. 

Representative Jupp. However, there is only one country over 
there now to which supplies go that is not independent—the former 
French colony of Indochina—now Viet Nam, Laos, and Cambodia. 

Senator Green. Malaya. 

Representative Jupp. I beg your pardon, I omitted the Federated 
States, but we give no aid there. 

Senator Green. Hong Kong. You mentioned Hong Hong. 

Representative Jupp. Yes. I mentioned Hong Kong. 

Senator Green. How about that? Is that not an exception? 

Representative Jupp. No; we have no program there. The great 
value of Hong Kong is that there are pretty near a million and a half 
Chinese refugees there who have risked their lives to escape the 
Communist tyranny. 

Senator Green. I am trying to pin you down. You said the only 
place where this argument had any effect was in Indochina. I am 
asking you about. these other places. 

Representative Jupp. As for the Malay Peninsula I will say that 
the British have handled their affairs there extraordinarily well in 
recent years and have very good relationships with the local popula- 
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tion, much better than the relationship between whites and the 
local population elsewhere. 

Senator Green. The point you made was that Indochina was the 
only place. 

Representative Jupp. That was an error on my part. 


HONG KONG 


Senator Green. Then I am asking you about Hong Kong. 

Representative Jupp. No; I think Hong Kong is on a different 
basis. Our only aid there is to the refugees and there is no way we 
can help those refugees except by doing it in Hong Kong. 

Senator Green. You say there is not a feeling of independence in 
Hong Kong? 

Representative Jupp. No; but I think the people in Hong Kong 
do not want independence at the moment because they would be 
gobbled up by Communist China, 

Senator Green. That is an argument. 

Representative Jupp. They want ultimate independence, but at 
this moment they do not want Hong Kong to be transferred. 

Senator Green. They are anti-British. 

Representative Jupp. Yes; but these people in Hong Kong are far 
more anti-Communist than anti-British. It is not like in other places 
where they have been under the British, but have not been under the 
Communists. 

Senator Green. The main idea is to get their independence. 

Representative Jupp. That is their major motive, 

Senator Gremn. They identify the Americans with the British. 

Representative Jupp. No; we do not identify the Americans with 
the British. 

Senator Green. We do not, but they identify us with the British. 

Representative Jupp. Yes; they do, but the only way to offset that 
is to put the right kind of Americans there to show them we are not 
the same. I think on the whole we have done a good job. The way 
to overcome the obstacles is to do the best we can and not abandon 
the cause. 

Senator GreEen. If we have to cut down somewhere, my own prop- 
osition is to spend money where you get the most for your money and 
that you get the most for your money in these independent countries 
rather than in colonies. 

Representative Jupp. However, in that part of the world you have 
to have an areal or regional program. I do not believe you can pick 
out individual countries. If you do it will be impossible to save the 
others. 

Senator Kitgorr. Could I ask a question along that line? 

Representative Jupp. Yes. 


AMERICANS OF CHINESE ANCESTRY 


Senator Kircore. We have a lot of very intelligent and well- 
educated Americans of Chinese ancestry in this country. Would it 
be worthwhile sending some of those people who are capable over 
there? In other words, would the distrust of the white man that 
exists in Asia apply also to these Americans of Chinese ancestry if 
they got in there? 

45431—54—pt. 2——41 











1778 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


Representative Jupp. It would not. I talked to a Chinese-Amer- 
ican a week ago today in Topeka, Kans. He is a doctor and a very 
successful doctor. Yet he is quitting his practice in order to try to 
get a job and go out to that part of the world because, he said, “I am 
an American of Chinese ancestry. They will listen to me better than 
they will to an American of white ancestry.” He is right. 

We were in India a year ago and by all odds the most effective 
American out in the villages is a Negro from Alabama by the name of 
John Bulls. He graduated from Tuskegee. He then worked among 
the sharecroppers in Alabama. He is now paired in India with a 
white man who formerly was a county agent in North Carolina. Here 
are this white man and this Negro working in a center where they 
are training Indians in agricultural extension work and so forth. He 
talked to us frankly. He said, “I can tell them all kinds of things 
which if my friend the white man tells them, they do not believe. 
They will believe me because I am not of the white race.” 


NATIVE DISTRUST OF THE WHITE MAN 


Yes, Senator, our biggest handicap in that part of the world is our 
Caucasian ancestry and the record of the European whites they have 
known. At this moment they are afraid that if Mr. Molotov should 
come to Geneva and make a big proposition that looked as if it 
would give security and peace to the white people, they would accept 
it, though it be at the expense of the nonwhite people in Asia. This 
is their biggest fear. These folks in Asia today are awake to the danger 
of communism there. They are afraid of it because they know it 
will destroy their independence. Yet they are afraid to commit 
themselves unequivocally to the West because they are afraid the 
white man will sell them down the river. 

A high official in Burma said to us, ‘You cannot expect us to resist 
the Chinese Communists if you white people are going to embrace 
the Communists.” There is no answer to that. That is all the more 
reason why I think that this program ought to be restored and I 
agree, Senator, that nothing can be more valuable than to send out 
people whose original ancestors came from there. 

Senator Grepn. What percentage of people are they? 

Representative Jupp. It is a small percentage. 

Senator Green. One percent? 

Representative Jupp. It is more than 1 percent. I would say it 
is somewhere between 2 pereent and 5 percent, the people we have 
over there who are non-Caucasians, and it ought to be increased 
whenever we can get the right persons. 

Senator Kitgorn. You have another man on the job—I cannot 
remember his name—who taught in a Negro college in my State. 
I understand he is doing good work over there. I think that the color 
helped Mr. Bunche in his negotiations over there. 

Representative Jupp. Yes; and we have splendid Filipinos whom 
we ought to use in all that area because they provide the one great 
answer to all the charges of American imperialism. What did we 
do with the Filipinos? We gave them their independence and then 
went ahead to work in partnership with them. 

Chairman Bripaes. Thank you, Dr. Judd. 

Representative Jupp. Thank you, Mr. Chairman. 
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Senator Brincas. We have with us today Mrs. Pennell, president 
of Sweet Briar College. Mrs. Pennell, we would be delighted to hear 
from you and if you do not mind I would suggest that we make your 
whole statement a part of the record and then you can summarize it 
for the committee. 


AMERICAN COUNCIL ON EDUCATION 


STATEMENT OF MRS. ANNE G. PENNELL, PRESIDENT, SWEET 
BRIAR COLLEGE 


PREPARED STATEMENT 


Mrs. Penney. Thank you. I will be glad to have my statement 
made a part of the record. 

Chairman Brinces. We will place it in the record at this point. 

(The statement referred to follows:) 


STaTEMENT REGARDING APPROPRIATION FOR THE EXCHANGE OF PERSONS 
PROGRAM OF THE DEPARTMENT OF STATE 


Iam Mrs. Anne G. Pennell, president of Sweet Briar College, Sweet Briar, Va. 
Today I am representing the commission on education and international affairs 
of the American Council on Education of which Iam amember. Dr. Herman B. 
Wells, president of the University of Indiana, is the chairman of the commission; 
the names and positions of the other members are attached to this statement. 

The American Council on Education is a nonprofit educational organization in 
the field of education. Its membership consists of 141 national organizations in 
education and 950 educational institutions of which 844 are colleges and universi- 
ties. Dr. Arthur 8. Adams is president of the council. 

The purpose of the commission is to appraise the field of education and inter- 
national affairs with a view to a basic policies as to existing activities 
or additional services which the American Council on Education might render. 

At its meeting on April 14, the commission unanimously approved this state- 
ment and requested that I present it to your committee. This I am very glad 
to do. 

In the world situation which we face today, education has a vital role. In the 
struggle against communism, military and economic aid is essential, but unless it 
is paralleled by a vigorous and effective program of education, the strength pro- 
vided other countries might well be used against us. ‘To reduce expenditures for 
education aimed to develop better understanding among the free peoples of the 
world only intensifies this risk. 

In stating the case this strongly for edueation, I am not referring to the trae 
ditional education in schools and colleges given our own children and young people, 
important though this is. I am referring today to the broader educational program 
developed through the exchange of persons. 

The importance of this program has long been recognized by educators as well 
as by representatives of Government. Actually, the amount of funds invested 
from private sources and by the colleges and universities themselves in the 
exchange of persons is equal to if not more than that made possible through 
governmental appropriations. Thousands of volunteers contribute to the success 
of these programs. But the Federal programs comprise the heart of these activ- 
ities. uch of the effectiveness of the investment of private funds in this great 
enterprise will be lost if Federal funds are not adequate to continue those phases 
of the total program which must remain within Government channels. 

The reduction in the administration request for the exchange of persons program 
from $15 million to $9 million would cripple the entire program including those 
aspects of it supported by private funds. On the surface this appears to be a 
40 percent reduction which would indeed be serious. In effect, however, it is a 
reduction of 83 percent in the administrative costs since $7,560,000 of the total 
must be expended to purchase foreign currencies, leaving only $1,400,000 to 
administer the program out of the $7,400,000 requested by the Department of 
State. 
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I should like to point out to you the specific effect of the House reduction: 

1. Approximately 500 grants would be cut from the Fulbright program because 
there would not be sufficient dollars to pay the stateside portions of them. 

2. The provisions of the Buenos Aires Convention could not be carried out. 
This convention, signed in 1936, provides that “every year each government shall 
award to each of two graduate students or teachers of each other country * * * a 
fellowship for the ensuing scholastic year.”” Agreements with 16 Latin American 
countries would be abrogated. 

8. Although as pointed out in the House committee report, Public Law 265 of 
the 81st Congress provides funds for a Finnish educational exchange, no part of 
those funds may be used for administrative expenses. Hence, the foreign-leader 
project under the Finnish program would have to be discontinued. 

4. Funds would not be provided to liquidate the 1954 foreign-leader program. 
Commitments to important foreign leaders have already been made, and they will 
arrive in the United States during the latter part of fiscal year 1954 and during 
fiscal year 1955. Contractual and administrative expenses totaling $106,020 
chargeable to fiscal year 1955 funds are required to complete this program. 

5. All- United States Government aid to American-sponsored schools in Latin 
America would be eliminated. This program, as Dean Doyle will tell you in 
more detail, supplements the salaries of American teachers in 21 American- 
sponsored schools and assists in the procurement of educational materials and offers 
professional guidance to 230 schools. 

6. Foreign-leader and specialist programs would be eliminated for 61 countries, 
including all Latin America, such countries as France, Italy, Spain, Sweden, and 
the United Kingdom in Europe, all of the Far East, and such countries as Eyypt, 
India, Iran, Israel, Pakistan, and Turkey in the Near East. 

7. The total program would be eliminated in 46 countcies of the world including 
Spain, Sweden, Egypt, Iran, Israel, and Turkey listed above, all of Latin America, 
and such countries as Korea, Formosa, and Indonesia. 

This reduction in appropriation, unless restored by your committee and the 
Senate and retained in the conference committee of the two Houses will jeopardize 
the entire program. It will substantially reduce the exchange of students and I 
know from experience with them on my own campus that this daily association 
with students from many lands is as important in international understanding to 
the American students in my institution as it is to those who come to us from 
abroad. The Fulbright exchange of lecturers, teachers and research people has 
perhaps even more immediate import than students, since they are mature indi- 
viduals and influence larger numbers of people. The leaders program brings top 
persons from 70 foreign countries to the United States. These persons are from 
the fields of government, journalism and other media of communication, public 
affairs, labor-management relations, education and other areas. They spend from 
45 to 90 days observing the activities in the field of their own specialization and, 
equally important, through the cooperation of hundreds of institutions and 
thousands of American people they learn to know and to understand our way of 
life through experiencing it in our homes and in our local communities. Thous- 
sands of letters from Americans and from foreign participants testify to the vital 
importance of these programs. 

On behalf of the council’s commission on education and international affairs I 
request this committee to recommend to the Senate the full $15 million requested 
by the Department of State for these programs of exchange of persons. And I 
would express the hope that the Senate will stand firm for the full amount in its 
discussion with House conferees in resolving the difference between House and 
Senate appropriations. 

The struggle against communism requires the continued investment of at least 
the total amount of Federal funds requested by the State Department for this 
program of exchange of persons. 

While the importance of this program is a mutually beneficial educational ex- 
perience has been stressed, I should like to end by reiterating the extreme import- 
ance which I believe it has in fostering one factor in our national welfare that 
cannot as such ever be bought: goodwill toward the United States. No scientific 
evaluation has been made of the amount of goodwill generated by the program. 
There is no doubt, however, in the minds of those who have seen some of the 
countless letters and articles that have been written by visitors to the United 
States that the exchange program has been one of the most fruitful of all Govern- 
ment undertakings in promoting an understanding of and a friendly attitude 
toward the United States. 
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COMMISSION ON EDUCATION AND INTERNATIONAL AFFAIRS 


Mrs. PenngeLu. I am representing the commission on education and 
international affairs of the American Council on Education of which 
Iam a member. Dr, Herman B. Wells, president of the University 
of Indiana, is the chairman of the commission. 

The American Council on Education is a nonprofit educational 
organization in the field of education. Its membership consists of 
141 national organizations in education, and 950 educational institu- 
tions of which 844 are colleges and universities. Dr. Arthur S. 
Adams is president of the council. 

The purpose of the commission is to appraise the field of education 
and international affairs with a view to recommending basic policier 
as to existing activities or additional services which the American 
Council on Education might render. 

In the world situation which we face today, education has a vital 
role. In the struggle against communism, military and economic aid 
is essential, but unless it is paralleled by a vigorous and effective 
program of education, the strength provided other countries might 
well be used against us. To reduce expenditures for education aimed 
to develop better understanding among the free peoples of the world 
only intensifies this risk. 

In stating the case this strongly for education, I am not referring 
to the traditional education in schools and colleges given our own 
children and young people, important though this is. I am referring 
today to the broader educational program developed through the 
exchange of persons. 

The importance of this program has long been recognized by 
educators as well as by representatives of Government. Actually, 
the amount of funds invested from private sources and by the col- 
leges and universities themselves in the exchange of persons is equal 
to if not more than that made possible through governmental appro- 
priations. Thousands of volunteers contribute to the success of these 
programs. But the Federal programs comprise the heart of these 
activities. Much of the effectiveness of the investment of private 
funds in this great enterprise will be lost if Federal funds are not 
adequate to continue those phases of the total program which must 
remain within Government channels. 

Other people will make clear the total impact of the reductions, 
but what I would like to emphasize is that this reduction in appro- 
priation unless restored by your committee and the Senate and 
retained in the conference committee of the two Houses will jeopard- 
ize the entire program. It will substantially reduce the exchange of 
students and 1 know from experience with them on my own campus 
that this daily association with students from many lands is as im- 
portant in international understanding to the American students in 
my institution as it is to those who come to us from abroad. 


CHINESE STUDENTS 


I was interested in your question, Senator Kilgore, about the pos- 
sibility of Chinese students being used. I have two very fine Chinese 
students, the daughters of interpreters at the United Nations, who 
are preparing themselves with great dedication for exactly the role 
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that you mentioned. I think that is being done on a number of other 
campuses in the United States. 

Another very important part is the Fulbright exchange of lecturers, 
teachers, and research people, which has perhaps even more immediate 
import than students, since they are mature individuals and influence 
larger numbers of people. I was interested that Congressman Judd 
emphasized the necessity of mature people there. 


LEADERS PROGRAM 


The leaders program brings top persons from 70 foreign countries 
to the United States. The American Council on Education has the 
important duty of arranging their itineraries and I know that great 
attention is paid to distributing them as widely as possible in the 
smallest as well as the largest communities of the United States. 

I have recently had on my own campus a number of German 
visitors, women leaders, whom I met on a mission to the German 
Government in September who have since been to visit me in the 
United States. I live in the mountaineer section of Virginia under 
the shadow of the influence of Thomas Jefferson and consequently our 
German visitors have been very much surprised to find that in the 
United States American women are safe driving over lonely hillside 
roads. They were interested in their visit to hear United States 
Senators speak. They were interested at the same time to go into 
our village communities in Virginia, in the South, and see representa- 
tives of both races trying to work to improve school conditions, 

Great concern is taken in the arrangement of these itineraries to 
not emphasize the diesel engine type of American civilization. 


STUDENT CONTACTS 


Chairman Brinces. The committee would be interested in some of 
vour personal experiences. After the participation in the student 
or teacher exchange program, in this country, do these people upon 
return to their home country keep in touch with the people with whom 
they have had contacts in this country? 

Mrs. Penneiu. I can only speak on two levels. I have been for 
many years and have previously been chairman of the committee on 
international relations, the American Association of University 
Women, a group of women in this country who raise through an 
international study group $125,000 a year approximately to bring 
women leaders here. It started as a program to bring the leaders 
from the occupied countries of Europe into this country for refresher 
courses and opportunities to prepare them to return for constructive 
roles. 

I keep in contact with a great many of those women through the 
years. I mean that the correspondence with those women is quite 
a heavy obligation. I would say that the majority of them write 
only once or twice a year, perhaps a Christmas message, but what 
they do write sometimes is that they have a friend who is coming on 
the leadership program, or who gets a fellowship, or something like 
that. They write and really give you a personal account of the 
person who is coming and they say, “Can you give them an 
opportunity?” 
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They are particularly interested in this, type of work and it creates 
an ever-widening circle. It is like throwing a pebble into a pond. 
The ripples go out in many directions and it is an ever- widening 
circle of international friendship. 


VALUE OF INTERNATIONAL EXCHANGE 


You must forgive me when I say I am a heartfelt believer in the 
value of international exchange. I realize it is a very difficult thing 
to evaluate. I had three extremely happy years. I took my doctor- 
ate at Oxford on a fellowship: from my own college, very largely 
supplemented by the Oxford Institute of Historical Studies. I have 
administered both for the AAUW and for my own college programs 
of internationai exchange. I think it is the most constructive bridge 
toward building friendship and toward understanding among the 
peoples of the world. 

| think in this time of crisis it would be the most serious weakening 
of a constructive method to reduce the appropriation. I would urge 
that you not only keep the original $15 million, but that you would 
urge the House committee to do the same. 

Chairman Bripcegs. Senator Kilgore. 


DESIRE OF STUDENTS TO REMAIN HERE 


Senator Kricore. I am speaking of the undergraduate exchange 
students. Do you find that there is a tendency after having spent 
3 or 4 years in this country for them to feel dissatisfied with conditions 
at home and they would rather stay in this country? 

Mrs. Pennexy. That is one of the most serious problems. We 
have encountered that problem in many different exchange programs. 
I would say it is a problem that has to be dealt with in the selection 
of persons. Every committee that awards scholarships and fellow- 
ships has to deal with that. I think therefore, the people who select 
people for these programs have to be extreme sly wise and experienced. 
This is one of the areas in which you not only learn and learn, but 
you learn and make many mistakes. 

| am president of an undergraduate liberal arts college. We bring 
young people from all over the world to study at our college on 
scholarships and we have made our mistakes. We have had young 
women who have come to this country who have perhaps been over- 
powered by the material advantages and also, may | say, by the 
attractions of American men sometimes. ‘They are accustomed to a 
freedom and a way of life that they have not had before. That is 
particularly true of young women from the Near East and some 
sections of the Far East and Middle East. 

On the other hand, if you can get the evaluations of people on the 
spot who understand, who are able to talk quite frankly and freely 
with the young people before they come, there are many fine people 
who want to get the kind of training that will help their own country 
and take that back. I think it is simply a choice of selection by very 
wise and very experienced people. 
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SPECIFIC CASES 


Senator Kitcore. The reason I brought that up is that I have had 
a number of cases of that kind. 

Mrs. PENNELL. Yes; we all have. 

Senator Kircore. | have had that as a member of the Immigration 
Subcommittee. There was one student, not an exchange student, 
from Afghanistan. He spent 4 years at Columbia and decided he 
would like to stay in this country, although he had been sent by the 
Government of Afghanistan over here to study engineering for the 
advantage it would give to his country when they got him back 
there, and I know it took me several interviews to convince him that 
he owed that obligation to Afghanistan to go back. We have had 
other cases. We have had them with Chinese who came over here. 
In fact, in my State of West Virginia now we have some 4 or 5 Chinese 
doctors who came over and just did not want to go back to China. 

Of course, in one sense of the word I could not blame them so much 
because they did not want to go back to communism in Communist 
China. That is the explanation they gave to me, that they would be 
perfectly willing to go back if China were a republic and they could 
go back to that kind of government. I am just wondering in our 
education over here if we should not sort of make a special effort to 
show them that they have an obligation to the country of their birth. 


TYPE OF TRAINING 


Mrs. PENNELL. I could not agree with vou more. I think one of the 
problems also is sometimes these foreign students do not know too 
much about what kind of education they want or they have some 
golden dream of getting the best of the United States technical or 
vocational training. They are not carefully enough guided in terms 
of the realities of existence in their own country at this particular 
moment. It is all very well to give them 4 or 5 years of the most 
highly specialized kind of American training suitable for an American 
situation. Then if you send them back to Afghanistan and there are 
no such positions such as they have been trained for, if there is not the 
machinery to work with, if the kind of public opinion in their country 
is not vet ready for this type of work, we do create a frustration pattern 
for them and I think that our American colleges and universities have 
a real responsibility to work very carefully in the guidance and the 
orientation and the educational direction. 

All of these problems that you bring up are very much in our minds. 
We are all struggling with them. I think we have to work again in 
our colleges and universities on guiding them. 

Senator Kitgore. The interesting thing about that is that we have 
not had that trouble with the Filipinos. “They come to this country, 
they get an education, and after that education they are ready to go 
back because of the advantages it gives them in their home country 
and what they can do back in the Philippines. We have the same 
experience with South and Central America. Their students come 
up here. They get an education and they want to go back. They 
do carry a message of good will from this country. 
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SOUTH AMERICAN STUDENTS 


[ well remember during the war when there were very serious ques- 
tions in some of the South American countries. We had some aviation 


cadets going back to Bolivia and one of our labor missions that went 


into Bolivia shortly after that found those cadets had practically sold 
Bolivia on the United States. They came from all ranks down there. 
They were picked for their aptitude to make aviators, of course, but 
they wanted to go back and they went back and did a good job. 

These other experiences I have had have all been in the Orient, 
practically. 

When I was in Germany after the war in the concentration camps, 
every Russian you talked to wanted to come to the United States 
and all of them from the East wanted to come to the United States, 
every single one you talked to. That was his ambition. He did not 
want to go home. He wanted to come to the United States of America. 

Mrs. Penneuu. That is still true. I was in Germany in September 
and October of last year. That same condition exists and I think 
it does exist in the Orient. I do not know of anything that we can 
do except select the people who come very carefully, work with them 
very carefully while they are here, recognizing this ‘trouble, and kee p- 
ing it before us in all of our guidance of our students. These are 
individual problems and they need the most careful and conscientious 
help. 

TYPE OF APPROACH NEEDED 


Senator Kitcore. In other words, we really have to approach it 
as the churches do in training missionaries to send to foreign countries. 

Mrs. Penne. Yes. 

Senator Kircorr. We have to train them as missionaries to get 
the job done properly. 

Mrs. PENNELL. Yes. 

Chairman Bripces. Thank you very much, Mrs. Pennell. 

We now have Mrs. Dorothy Porter of the National Council of 
Negro Women. Mrs. Porter. 


NATIONAL COUNCIL OF NEGRO WOMEN 
STATEMENT OF MRS. DOROTHY PORTER 


GENERAL STATEMENT 


Mrs. Porrer. Mr. Chairman, I am Mrs. Dorothy Porter, super- 
visor of the special collection at Howard University, and a member of 
the international department of the National Council of Negro Women 
and have the honor to represent that organization here today. 

The National Council of Negro Women is a coordinating, planning 
body, founded and organized in 1935 by Dr. Mary McLeod Bethune, 
together with a group of outstanding women leaders. Its purpose is 
to meet the need for united planning and concerted action for the 
economic, social, educational and cultural welfare of Negro women 
in the United States. It has brought together national organizations 
of Negro women to achieve the numerical strength and stature neces- 
sary for effective representation. ‘To further ‘implement the broad 
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program of the National Council of Negro Women, councils were 
organized in local communities. In 1954, there are 20 member organ- 
izations and 90 local councils capable of reaching some 850,000 women. 
It is affiliated with the National Council of Women of the United 4 
States, Inc., and with the International Women of the World, 


INTERNATIONAL RELATIONS 


One of the principal programs of the national council is in the 
theater of international relations. The international relations 
department endeavors to bring about better understanding of the 
problems and the people of various countries of the world, and the 
United States. This international department is chaired by Mrs. 
Edith S. Sampson, former alternate delegate from the United States 
to the United Nations. 

The National Council of Negro Women has cooperated with the 
exchange program sponsored by the United States State Department. 
At national headquarters, scores of women from Germany, Korea 
Japan and other countries have had the opportunity of meeting with 
Negro women of the metropolitan area to discuss problems of democ- 
racy and the position of American women in the political, social, 
economic, and cultural life of our coutry. 

These meetings have been extremely interesting and valuable 1 
from the strong point of view of creating better understanding and 
developing friendship between the women of other countries and the 
United States. 

During the years in which the exchange program has been carried 
out, leaders from foreign countries have visited local councils in 
various cities. They have had the opportunity of meeting members 
of the National Council of Negro Women, of taking part in public 
forums and discussions, of visiting homes, schools, housing projects, 





and other community institutions. i 
These women have expressed great interest in the program of the ‘ 
National Council, to the extent that 3 years ago Dr. Dorothy Ferebee, ; 
who was then the national president to the National Council of Negro 
Women, visited Germany, talked with hundreds of German women { 
on American democracy. She interpreted the position of women in 
the United States in a vivid and colorful manner, strengthening the 
ties of mutual esteem. ; 
The total effects of the exchange of leaders cannot be estimated in 
dollars and cents. We believe that one of the most important ac- ; 
tivities of the United States Government is to develop understanding ; 
and friendship among the peoples of the free world through the inter- 
national exchange program. j 


Further, members of the National Council of Negro Women have 
been sent to foreign countries under the Fulbright program. They 
have been stimulated to greater activity in relation to international 
objectives, they have proven to be excellent emissaries of the United 
States to these foreign countries. 

It would indeed be a great loss if this exchange program were to be 
modified to any great extent due to the failure of Congress to appro- 
priate sufficient funds for its continuance. There is no greater force 
for developing an awareness of the advantages of democracy than that 
which comes about through contacts between individuals. 
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The argument for full appropriation of the Department of State 
international education exchange program for 1955 may be summed 
up in the following words: It is vitally necessary that every avenue of 
understanding, every means of convincing people of other countries 
of the world as to the efficacy and the desirability of democracy as we 
know it, here in the United States, be utilized. 

The National Council of Negro Women respectfully requests that 
the Senate restore the $6 million cut made by the House, so that this 
important and necessary program in human relations can be carried 
out to its fullest extent. 

Chairman Brinces. Are there any questions? 


LACK OF BASIC FUNDAMENTAL EDUCATION 


Senstor Kiircore. I would like to ask Mrs. Pennell and Mrs. Porter 
both one thing. The big handicap we have to deal with abroad, is it 
not, is the lack really of basic fundamental education in the Far East 
and in the Near East? There are no what we call graded schools or 
anything of that kind; is that not a fact? 

Mrs. Porter. I think their grade school education system is quite 
different, but the young people who are coming to this country are 
primarily of the college level. 

Senator Kiicore. Certainly, but I mean abroad. We are only 
getting just a few. 

Mrs. Porter. Yes. 

Senator Kincore. We are only getting a few that have sufficient 
education to get into our colleges. 

Mrs. Porter. Some of them come to our preparatory schools. My 
own daughter is where there are boys and girls from all parts of the 
country and there she is meeting for the first time a boy from Morocco 
and a girl from Japan and a girl from China. 

Senator Krucorr. A former college friend of mine who was a 
college president also spent a great deal of time in the Far East for 
UNESCO and he came back with a report that the only way we could 
hope to get world peace was to get basic education for the mass of the 
people over there. 

Mrs. Porter. They are doing that now in Africa. We had a large 
number of African students and there are programs now for the aboli- 
tion of illiteracy among the people. The mass education program is 
spreading rapidly. 


TRAINING OF NATIVE TEACHERS 


Senator Ki.corer. Our program in the Philippines, which we could 
not carry on worldwide, was to first take teachers in the elementary 
grades and then train their teachers to operate their schools attac shed 
with native teachers. Now we do not have any American teachers 
over there at all and have not had for a number of years. We operated 
with American teachers until we could get them to a state where they 
could have teachers of their own, and someday if we ever do get peace 
it is going to be at the educational level. I agree with you. Educa- 
tion is the way to get world peace. 
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STATEMENT OF MRS. ANNE G. PENNELL, PRESIDENT OF SWEET 
BRIAR COLLEGE—Resumed 


CAMPAIGNS TO ERADICATE ILLITERACY 


Mrs. PENNELL. There are great campaigns now to eradicate illiter- 
acy. We are now dealing with a semiliterate group who can read, but 
who have not been trained in the development of the critical approach. 
Therefore, they will swallow any propaganda that is given to them. 
Many young men that I know who are working in a today come 
back from India and say that one of the greatest dangers in the remote 
sections of India where these literacy campaigns have been going on 
and where the Communists have such an advantage over us is that 
they have prepared literature for the level of the people just learning 
to read and not able to evaluate critically. That is one of the greatest 
dangers. 

Senator Kitcore. In other words, they have translated their text- 
books into the language of the people whom they expect to appeal to; 
is that not right? 

Mrs. PENNELL. Yes. 

Senator Kricore. That is one thing we have not as yet been able 
to do. 

Mrs. PENNELL. However, we need to train people. That is one of 
the reasons why I think we need to step up our program of the ex- 
change of students. We need to know the needs of these underde- 
veloped areas. We need to train people specifically to work. We 
need more exchange. 

One other caution I would putin. I think it is extremely important 
in the exchange of persons, of teachers and scholars, that we be very 
sure that our funds are so administered, whether it is in the Philip- 
pines, in Iran, or wherever it is, that our scholarships, which are the 
most privileged educational opportunities, do not go to people drawn 
from only the upper social and political level, the people who have 
contact, but that they are open to the gifted person who has risen from 
the ranks. I think we ought to be very sure that we get a cross 
section socially and politically of the population. 

Senator Kitcors. In other words, the son of the cameldriver can 
appeal to the other cameldrivers if he had a chance. 

Mrs. Penneti. Yes. We ought to be very sure of this. It is a 
very dangerous problem, 


FAILURE OF GERMAN PROGRAM IN SOUTH AMERICA 


Senator Kitcore. And that was the failure of Germany’s plan in 
South America when they put a school at every embassy to train and 
educate the children for political leaders only and they did not get 
into the mass of the people. That is where their program fell flats 
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STATEMENT OF MRS. DOROTHY PORTER, NATIONAL COUNCIL OF 
NEGRO WOMEN—Resumed 


EXCHANGE OF PERSONS OF COLOR 


Mrs. Porter. Likewise, it is also very important to provide funds 
for the exchange of more persons of color because we need that es- 
pecially. There have been so many false ideas spread in this country. 
However, when our people go and lecture and give talks about Amer- 
ican democrac y and how we are able to work with other minority 
groups here they are just amazed at some of the findings they hear 
from our people. There has not been enough of that because the 


funds have not been available. 

Chairman Bripess. Thank you very much, Mrs. Porter. 

We have with us today Dr. Henry Grattan Doyle, dean of Colum- 
bian College of George Washington University. Dr. Doyle, we are 
very happy to have you here. I am going to make your full state- 
ment a part of the record and will you for the benefit of the committee 


highlight your statement? 


GEORGE WASHINGTON UNIVERSITY 


STATEMENT OF DR. HENRY GRATTAN DOYLE, DEAN OF 
COLUMBIAN COLLEGE 


PREPARED STATEMENT 


Mr. Doyte. Yes, sir. 
(The statement referred to follows:) 


STATEMENT OF Dr. HENRY GRATTAN Doy.Le, DEAN oF COLUMBIAN COLLEGE, 
THE GEORGE WASHINGTON UNIVERSITY, WASHINGTON, D. C., IN FAVOR OF 
CONTINUING SuprportT OF THE INTER-AMERICAN SCHOOLS SERVICE OF THE 
AMERICAN COUNCIL ON EDUCATION 


My name is Henry Grattan Doyle. I am dean of Columbian College of the 
George Washington University, here in Washington, a post I have filled for 20 
of my 38 years as a resident of Washington. My major interests as a teacher 
are the Spanish language, the literature of Spain and Spanish America, and 
inter-American relations. I have been a student of Latin America for nearly 50 
years, a teacher and writer about it for more than 40. Since my first visit in 
1916, I have made a number of other trips to Latin America, and during the 
summers of the past 4 years I have been in all but 2 of the Latin American 
countries, in some cases for a third or fourth visit. 

One of my volunteer activities growing out of this lifetime interest in Latin 
America has been service for the past 10 years as a member of the committee on 
the inter-American schools service of the American Council on Education and as 
chairman of its subcommittee on financial aid to schools in Latin America, which 
administers the relatively small sum provided annually to extend a helping hand 
to some 25 nondenominational, nonprofit, American-sponsored schools in Latin 
America in the form of modest grants-in-aid. These grants not only enable the 
struggling managements of these schools to add an occasional American teacher 
but more important, serve to remind the boards of trustees, parent-teachers 
associations, and staffs that the Government in Washington and. American educa- 
tion generally, as represented by the American Council on Education, with its 
farflung activities and all-inclusive membership, are interested in them and eager 
to share their problems. This gives them a tremendous lift, as I know from 
personal interviews with dozens of them, far beyond the modest 2 to 3 percent 
of their total budgets that the grants represent. The other 97 or 98 percent they 
have to raise themselves, from tuition, contributions, gifts, fund drives, cam- 
paigns, sales, and benefits—in short the money-raising devices with which we are 
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familiar at home. But small as it is proportionately, the “grant from home’’ is 
eagerly awaited and used as designated; and its loss would be a great disappeint- 
ment. 

To visit one of these schools is an unforgettable experience. All of them have 
student bodies composed of young North Americans and young Latin Americans, 
usually with the children of nationals of the country in the large majority. Unless 
the schools are binational in character, they do not receive grants, since the pri- 
mary motive, of course, is to “put our best foot forward internationally.’’ Pro- 
viding opportunities for the children of Americans residing abread to get an 
American-type education that will fit them to return home for college or uni- 
versity work on the same basis as graduates of secondary schools in the States 
is responsible for a strong motivation, too—it enables American fathers and 
mothers abroad to keep their children with them instead of sending them off 
to school ‘‘at home’’ at too early an age—one of the minor tragedies of service 
ebroad and of course a problem for our Government and for American firms 
doing business abroad when it comes to retaining their best personnel in foreign 
service jobs. A good many of the schools came into being to meet this need, 
and this explains the sacrifices cheerfully made by members of American ‘“‘colonies’’ 
in maintaining them; but unless they also serve the fundamental purpose of mak- 
ing friends for us in Latin America by including young Latin Americans as well, 
under our policy we do not make grants to them, 

The director of an American school is always an American. The Board mem- 
bers generally include both Americans and citizens of the country where the 
school is located. The same is true of the teaching staffs. Instruction in the 
early grades is both in English and in Spanish or Portuguese or (in Haiti) French: 
in the upper grades, mostly in English, exceptions being made usually in the case 
of classes in the history and geography of the respective countries—generally 
required to meet national curricular standards—which are taught in the national 
language. The ideal of course is te give every student who finishes the secondary 
school the type of education that will fit him (or her) either to go on to university 
work in the respective countries or to come to the United States for higher educa- 
tion here. Most of the young Americans naturally return here for college work, 
but a surprisingly large number of Latin American students develop their first 
yearning for higher education here in these American-sponsored schools. Trained 
in English, accustomed to teaching in English, and provided with the right sub- 
jects, they are in a position to attend an American college or university without 
the difficulties caused by the need for adjustment to a different environment or 
unfamiliarity with the language of instruction, which so often afflict foreign 
students here. 

Incidentally, one of the contributions of the inter-American schools service has 
been assistance in obtaining accreditation by American regional accrediting bodies 
(in this case the southern association) for American schools and colleges in Latin 
America. Eighteen are now so accredited. This help, moreover, in the form of 
advice, consultation, and facilitation of visits by American educational ‘“‘evalua- 
tors,”’ is extended to church-connected as well as to nondenominational schools. 
The same thing is true of advice on programs, and especially assistance in obtaining 
qualified American teachers, for which a placement service in Washington is 
maintained. But direct financial help, I repeat, is restricted to nondenomina- 
tional nonprofit community-type schools, 

Over the years the amount appropriated for the inter-American schools service 
has ranged from $220,000 down to the present $128,250, following in a sense the 
ups and downs of our concern about good relations with Latin America. As I 
have pointed out for years, our attitude toward Latin Americans runs in cycles. 
When we are worried about them, we put on a great show of interest; but we too 
quickly revert to a matter-of-fact point of view when we think—usually wrongly— 
that “the pressure is off.” Let us not fool ourselves by imagining that Latin 
Americans do not notice this alternate heating and cooling in our affections. We 
have just passed through a cool period and entered a warm one, as we are reminded 
by our worries over the recent Caracas conference. Let us not forget that par- 
ticular concern in our justified anxiety over international events elsewhere. As 
Andrew B. Shea, president of Pan-American-Grace Airways, said in an address 
this spring in which he advocated restoration of the House cuts in the international 
exchange program: 

“T do not for a moment propose that the Government reduce its scholarship 
program in the United Kingdom, France, Japan, or any other country. But the 
disparity is so glaring that it is the subject of serious misgivings in the other 
American countries and it should be in ours. There is no profit in winning one 
friend in Europe and losing two in South America. [Italics suppiied.] 
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“T do propose that our Government step up the program to the extent of bring- 
ing not a few, but hundreds and hundreds more of young men and voung women 
from the other American Republies to study here, to learn our way of life, to be- 
come our friends forever.” 

As I understand it, the budget proposal before you, as far as the American- 
sponsored schools in Latin America are concerned, amounts to $135,000. Dr. 
Milton 8S. Eisenhower, in his careful and sensible Report to the President on 
United States-Latin American Relations, based on his recent tour of South 
American countries, soberly recommends, among other proposals for overcoming 
what he calls serious misunderstandings on the part of Latin Americans about us, 
that the sum available for support of American-sponsored schools in Latin America 
increased to $150,000 or $175,000 a year 
During the first 10 years of its existence the inter-American schools service 
has had the advantage of having as its Director—at a very modest salary—the 
Honorable Roy Tasco Davis, now United States Ambassador to Haiti. The 
present Director is Dr. William E. Dunn, a gentleman who has had long experience, 
both in governmenial and nongovernmental service, in Latin America He has 
recently returned from a visit to some of our schools, and is present here, ready 
to answer any questions that I have not already answered. 

May I say in closing that it has always been an uplifting and moving experience 
for me, over the years, to see these American schools in operation, both those we 
are able to help financially and the church-connected schools, of various denomina- 
tions, which we can only encourage or help indirectly One gets the kind of 
inspiration, in a visit to one of these active, day-by-day centers of international 
goodwill, that raises one’s hopes for the future. This is especially true of the 
classes for younger ehildren, in which young Americans and young nationals of 
the respective countries, in schoolrooms and on the playgrounds, in juvenile 
school orchestras, in assemblies, and in other programs, learn to speak each others’ 
languages, learn to work and sing and play and study together; and thereby 
develop that sympathy and understanding among potential leaders of coming 
generations upon which our national safety may some day depend. 

Dollar for dollar, I know of no Government expenditure that is so carefully or 
so fruitfully employed—and the amount involved is, relatively speaking, pitifully 
small. 

Respectfully, and with al! the solemn seriousness that I can command, I urge 
at least the full restoration of the budget proposal for aid to American-sponsored 
schools in Latin America. 


pe 


AMERICAN-SPONSORED SOUTH AMERICAN SCHOOLS 


Mr. Doyue. The first part of my statement, Mr. Chairman, 
establishes my competence and interest in Latin American matters, 
so I will not repeat what is there. In addition to my regular job as a 
liberal arts dean and teacher of Spanish and Spanish-American and 
Spanish literature, and writer on inter-American affairs, | have been 
serving for 10 years, since the mception of the Inter-American Schools 
Service of the American Council on Education, a member of the 
committee in charge of that project and as chairman of the subcom- 
mittee which awards the rather small amount available as the Govern- 
ment appropriation is turned over to the American Council on Educa- 
tion under contract for administration, 

That amount is divided among 20 to 25 American-sponsored schools 
in the various Latin American countries, all of which are under non- 
denominational control and are not operated for profit. In addition 
to those schools there are some 175 other schools administered by 
various American religious groups which do very fine work and which 
under our policy cannot receive any financial aid from us. We do 
help them, however, by advice on program and curriculum. 

The Inter-American Schools Service maintains a placement service 
for teachers here in Washington and is glad to recommend desirable 
teachers for any of these schools whether they are church-connected 
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or what we call community nondenominational schools. The council 
has also been helpful in aiding a good many of these schools to become 
accredited on the same basis as American secondary schools and 
colleges. Some 18 of them are now accredited by the Southern 
Association of Colleges and Secretary Schools. That means that 
their graduates can go to colleges here in the United States without 
any question as to the acceptability of their credits and that has 
been a service, I repeat, both to the community schools and to the 
church-supported and church-connected schools. 


POLICY OF SCHOOLS 


In the schools which we help the director is always an American. 
That is a matter of policy, too. The staffs are partly American and 
partly nationals of the country concerned. 

The instruction in the early grades is completely bilingual; that is, 
the children learn the elementary subject for the first few years both 
in the national language and in the English language, and one means 
of bringing that about is to have teachers who are Americans and 
teachers who are nationals of the countries concerned alternate in the 
class. One takes part of the class for one period; the other takes 
it the next period. I have had the experience of seeing these you 
children, especially at the kindergarten age, running through the tiaisat 
kindergarten songs, first in English and then in Spanish or Portuguese 
or French in Haiti. I remember an experience in Sao Paulo, Brazil, 
only 2 years ago in which one of the little American girls was ‘amazed 
that this red-faced man from the United States could sing Twinkle 
Twinkle Little Star with them, and of course I boned up on Portuguese 
so I could sing it both in English and Portuguese with them. 

However, it is amazing to watch the children sing and play together. 
You cannot tell—I have had this experience constantly, watching 
one of these groups—which are the little American kids and which are 
the kids who are the children of natives of these countries. I 
remember in El Salvador one time watching a softball game out on 
the playground and here was this little girl that got up and, as we 
say, everytime she got a chance she took a good cut at the ball and 
if there was any body on the bases she cleaned the bases. I said that 
girl must be the daughter of a former American baseball player. She 
was not. The family was completely Salvadoran. 

That is the kind of influence that these schools bring to bear on 
the children. They mix them up and they graduate ultimately as a 
bilingual product, almost a perfectly bilingual product. 

In the upper levels the instruction is almost exclusively in English. 
The only exception there is that in order to meet the educational 
programs of the countries concerned the history and geography of 
the country itself is generally taught in the language of the country. 
That is a thing, of course, that we would want done under the cor- 
responding situation here. 

The amount that we have expended to help these schools is a 
small. It has varied over the years. Ordinarily it amounts only to 
2 or 3 percent ef their total budgets, but it is very eagerly welcomed 
by the boards of these schools. It is an indication that we are at 
home, both the Government and education as represented by the 
American Council on Education. They appreciate what we are 
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doing and are willing to give a little help, which is as great an advan- 
tage to them from the standpoint of morale as it has from the stand- 
point of financial help. 


OUR ATTITUDE TOWARD LATIN AMERICANS 


Our funds available have varied over the years—and this is an 
old sermon of mine—depending on the concern which we feel about 
friends in Latin America. I would like to quote from my statement 
here because it is better than I could say it offhand: 

As I have pointed out for years, our attitude toward Latin Americans runs in 
cycles. When we are worried about them, we put on a great show of interest; 
but we too quickly revert to a matter-of-fact point of view when we think— 
usually wrongly—that ‘‘the pressure is off.’”? Let us not fool ourselves by imagin- 
ing that Latin Americans do not notice this alternate heating and cooling in our 
affections. 

One Spanish-American friend put it rather crudely. I do not 
know whether this is fit to go into the record, Mr. Chairman. One 
Latin American put it crudely to me. He said, “Although we love 
you fellows, you are either giving us a pat on the back or a kick in 
the pants.” 

Chairman Brinces. I think that is sound American language 
which we understand. 

Mr. Doyux. We have just passed through a cool period and en- 
tered a warm one, as we are reminded by our worries over the recent 
Caracas conference. Let us not forget that particular concern in our 
justified anxiety over international events elsewhere. I would like 
to quote just briefly Mr. Andrew B. Shea, president of Pan-American- 
Greece Airways, as you all know, in a recent address in which he ad- 
vocated restoration of the House cuts in the international exchange 
program. Mr. Shea said: 

I do not for a moment propose that the Government reduce its scholarship 
program in the United Kingdom, France, Japan, or any other country. But 
the disparity is so glaring that it is the subject of serious misgivings in the other 
American countries and it should be in ours. There is no profit in winning 1 
friend in Europe and losing 2 in South America. 


RECOMMENDED INCREASE IN APPROPRIATIONS 


The budget proposal now before you gentlemen is, as I understand 
it, $135,000. As you all know, Dr. Milton Eisenhower made a tour 
of Latin America quite recently and produced a very carefui and sensi- 
ble report as to ways in which our relations with Latin America can 
be improved. In the course of a series of proposals which he made he 
recommended with respect to this particular enterprise that the sum 
available for support of American-sponsored schools in Latin America 
be increased to $150,000 or $175,000 a year. 

The Director of the Service for all of this assistance up to the 
present has been Dr. Roy Tasco Davis whom a good many of you 
know. He is now the American Ambassador to Haiti. His successor 
is Dr. William E. Dunn who is here, a gentleman who has had long 
experience, both in governmental and nongovernmental service, in 
Latin America. He is just back within a few days from a visit to 
these countries. He is primed with information and if you have some 
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specific questions inspired by what I have said I know he would be 
happy to answer them. 

May I say in closing that it has always been an uplifting and moving 
experience to me over the years—and I have seen all these schools 
except those in two of the Latin American countries—to watch these 
American schools in operation, both those that we are able to help 
financially and the church-connected schools of various denominations, 
which we can only encourage or help indirectly. 

One gets the kind of inspiration in a visit to one of these active 
day-by-day centers of international good will that raises one’s hope 
for the future. This is especially true of the classes for younger chil- 
dren of the impressionable age, schools in which young Americans 
and young nationals of the respective countries in schoolrooms and 
on the playgrounds, in juvenile school orchestras, in assemblies, and 
in other programs learn to speak each other’s languages, learn to 
work and sing and play and study together, and thereby develop 
that sympathy and understanding among potential leaders of coming 
generations upon which our national safety may some day depend. 

Practically speaking, dollar for dollar I know of no Government 
expenditure that is so carefully or so fruitfully employed, and the 
amount involved is, relatively speaking, pitifully small. 

Respectfully, and with all the solemn seriousness that I can com- 
mand, I urge at least the full restoration of the budget proposal for 
aid to American- sponsored schools in Latin America. 


CONSISTENT POLICY TOWARD LATIN AMERICA 


Chairman Brroces. Dr. Doyle, I thoroughly agree with you as 
one individual—lI believe Senator Kilgore agrees with me too—that 
we should not blow hot and cold on Latin or South America. There 
should be a consistent policy. This has been a weakness which should 
be corrected. 

Senator Kiirgore. This program of which you speak is peculiar 
because it is taking education to the country, and particularly in 
light of some things that have been said to me by South Americans 
and Central Americans. 


COMPARISON OF EDUCATION COSTS 


Prewar—I do not know whether the condition has improved or 
not—pre-World War IT, the difference between the cost of an educa- 
tion in the American college and the cost of an education, shall we 
say, in France, Spain, Germany, or England, was so great that they 
sent their youths to Europe because they could get the education so 
much cheaper than they could in this country. Does that condition 
still prevail? 

Mr. Doy tz. I think, Senator, that was due in part to an intelluc- 
tual tie with Europe, as well as due to the economic problem. I think 
that trend has been reversed, except that the extremely wealthy 
families in Latin America still like to send their sons and daughters 
to England or France. 

Senator Kitcorre. However, this one man, for instance, who was 
talking to me was from Costa Rica and he said every body thought his 
father was crazy when he sent him up to Tulane University, because 
he could have sent him to Paris so much cheaper. 
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Mr. Doyue. I would say the economic motif is not the primary one 
in those cases. Four years ago, for instance, I was in Panama City, 
and the George Washington alumni there arranged for a little luncheon 
for me at the Union Club, which you pe rhaps know. Out of 7 or 8 
people there 4 were Panamanian doctors, who had gotten their edu- 
cation at George Washington University and who had gone back home 
and were making excellent reputations, Another was a young man 
who had come here to W ashington, who had gone through the college 
of which I am dean, and made Phi Beta Kappa, had gone to law 
school and made the Order of the Coif, which is the corresponding 
legal honor, went back to Panama to practice, and when I talked to 
him he was an Assistant Secretary of Foreign Affairs in Panama, and 
a good friend of the United States. 


ATTITUDE TOWARD COLLEGE DEGREES 


Senator Kingore. Do you not find in the Latin American countries 
that the possession of college degrees is almost a religion with them? 
Everybody wants them and the higher the degree the higher their 
standing is. Is that not right? 

Mr. Doyuie. That is quite true. Even if you are a graduate in engi- 
neering you put on your personal cards Engineer So-and-So, whatever 
your name is. They do make a fetish of degrees there, but they do 
want good training, and I think they realize that they can get it here, 
especially in the professions, in medicine, engineering, and in other 
professions; pharmacy, for instance. 

Cornell has a great many Spanish Americans in engineering and in 
the school of agriculture. 


LANGUAGE PROBLEM IN AMERICAN COLLEGES 


Senator Kincorr. However, one of our weaknesses here in our 
colleges is that we are not the best linguists in the world, and when 
they come in the first thing they have to do is learn the language. 

Mr. Doyue. One of the beauties of this school—and I bring it out 
in my prepared statement—is that these kids come out of college 
spe ‘aking Spanish, on the one hand, or Portuguese, in the case of Brazil- 
ians, and English on the other, and when they come to our American 
colleges and universities, they are free from one of the great difficulties 
we have with the foreign student; they are perfectly able to understand 
the instruction. They do not miss a point in the lectures. They 
enter the discussion. They become very friendly with the American 
students, and I think that from that point of view these schools do 
an exceptional service in preparing these young people, if they do 
come to the United States for higher education, for success in their 
work. 

Senator Kincore. I can agree with you on that point, but I some- 
times think that we, for the purpose of national security, should also 
strive to become bilingual. 

Mr. Doyue. Could I interrupt? I have a speech on that, Senator. 
I have been a teacher of Spanish. During the war I directed for the 
Government for 2 years the Washington Inter-American Training 
Center, in which we gave instruction in Spanish and Portuguese to 
10,000 employees of the American Government, military people, 
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State Department people, economists, specialists from agriculture, 
and so on. I would like to make that speech sometime in a place 
where everybody in Congress would hear it. 

Senator KriGore. | am in hearty accord with you on the thought. 
I spent a couple of years down on the border in Mexico and I know 
just the problems of an English-speaking person going in there and 
trying to deal with those people. Traveling around | have discovered 
that one of our weaknesses in the diplomatic field is the lack of bilingual 
or trilingual people in our diplomatic service, because you are at a 
handicap when the other man can carry on a conversation and you do 
not know what he is talking about and finally the interpreter says 
“He says ‘Yes’’”’ or “No.” It happens all too frequently. 

Mr. Doy.us. I ought to say in fairness to our foreign services, both 
the State Department and the other representatives abroad, that the 
situation—which I have been familiar with since 1916—has improved 
tremendously in that respect. I do not think it is now a fair criticism 
to say that our people who represent us in these countries are tongue- 
tied in the foreign language. There has been a tremendous improve- 
ment. 

Senator Kitcors. It has been improving very much. Thank you 
very much, Dr. Doyle. 

Senator Kiigore (presiding). We next have Mrs. Dorothy Robin- 
son. 

Do you have a prepared statement? 


WOMEN’S INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM 
STATEMENT OF MRS. DOROTHY MEDDORS ROBINSON 
PREPARED STATEMENT 


Mrs. Roxsrnson. Yes, I do. 

Senator Kingors. Do you want to put it in toto in the record and 
just highlight it? 

Mrs. Roprnson. I would like to read it and say a few words addi- 
tionally. 

Senator Kincore. All right. 

Mrs. Rosinson. I am representing here this morning the United 
States section of the Women’s International League for Peace and 
Freedom, an organization that was founded about 40 years ago in The 
Hague, Holland. Miss Jane Addams was its first president. We ap- 
preciate very much your allowing us, an organization that is not pri- 
marily an educational one, or directly connected with this program, 
to say how we feel about it. 

One of the chief purposes of the Women’s International League has 
been to promote understanding between women of different races, 
classes, and nations, A consistent method used to gain this desired 
end has been an exchange of persons. Despite the very small way in 
which our organization is able to promote such a program, its amazing 
results have led us to give our warmest support to the Government- 
sponsored international educational exchange program. 

It is said that the cut of $6 million for the program in the 1955 
House appropriations bill will eliminate almost 80 percent of the 
program planned for the coming year. Our organization would like 
to point out that shortly after the House cut the appropriation for 
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this program, it passed an appropriation for the atomic energy program 
of $1,200 million. The contrast in these two expenditures holds 
disturbing implications for the future of us all. 

We are told also that if this cut is sustained it will mean the com- 
plete elimination of the program in many countries which are now 
regarded as of strategic importance. Furthermore, it will mean that 
much of the skilled personnel assembled to carry it on will be dispersed. 
Once the working force is scattered, it will take many months to 
reassemble a satisfactory core of workers. 

Although the number of people involved in this program is com- 
paratively few, every participant is expected to achieve certain limited 
goals. Such a system enables each individual to become the possible 
spark to a chain reaction for the spread of modern skilis, techniques, 
and democratic practice when he returns to his native country. 

Another of the man far-reaching and worthy effects of the program 
is the friendship established. Edmund Burke once referred to such 
intangibles as friendship and shared experience as “ties, which though 
light as air, are strong as links of iron.’”’ Do we not need countless 
links of iron to bind us together? 

One of the generalizations frequently heard at the international 
meetings of our organization is that Americans are not willing to make 
the effort or take the time to understand the people of other countries, 
and that stems very largely from the question of language, which you 
mentioned a moment ago. 

This international educational exchange program indicates to the 
world that our Government desires its citizens both to understand the 
people of other cultures and to be understoed by them. It is extremely 
important that individuals from the many countries participating in 
the program learn for themselves that all American life is not cut to 
the Hollywood movie pattern. 

I must say that that is one of the great concerns of people in whose 
homes I visit. 

Because of our firsthand experience with the values inherent in 
such an exchange program, the Women’s International League for 
Peace and Freedom urges this Appropriations Committee to restore 
the $6 million cut aie by the House from the amount requested, 
and we urge further that this full restoration be maintained in con- 
ference. We are firmly convinced that there is no way in which 
money can be used to bring greater and more lasting benefits, 

Senator Kirgors. Thank you very much. 

Next is Dr. William G. Carr. You have a prepared statement. 
We are running a little behind schedule. Do you want to put that in 
in toto and then highlight it? 


NATIONAL EDUCATION ASSOCIATION 
STATEMENT OF WILLIAM G. CARR, EXECUTIVE SECRETARY 
PREPARED STATEMENT 


Mr. Carr. I will be very happy to get you back on schedule as 
much as I can. 

Senator Kincore. Fine. We will put that in the record. 

(The statement referred to follows:) 
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STATEMENT OF WiLiiaAM G. Carr, Executive SECRETARY, NATIONAL EDUCATION 
ASSOCIATION ON INTERNATIONAL EDUCATIONAL EXCHANGES 


Mr. Chairman and members of the subcommittee, I am William G. Carr, 
executive secretary of the National Education Association, a voluntary organi- 
zation of 550,000 dues-paying members of the teaching profession. 

I am appearing in connection with H. R. 5087, the State-Justice-Commerce 
appropriation bill for 1955. Pages 12 and 13 of the bill deal with international 
educational exchanges. President Eisenhower singled out this operation for 
special and favorable attention in his 1954 budget message. As passed by the 
House, H. R. 5087 reduced the President’s recommendation from $15 million to 
$9 million, of which $7,560,000 is for purchase of foreign credits. As a result, 
most of the exchanges under the Smith-Mundt Act of 1948 would be eliminated. 
The consequences have already been explained to the committee by other wit- 
nesses. It is not my intention to repeat them. 

I should like to emphasize that educational exchanges between this country 
and other countries, especially the exchange of teachers, have been and remain a 
major interest of the teaching profession and of its representative, the National 
Education Association. 

Since 1947 the association has supported in its official policy statements the 
exchange-of-teachers program initiated by the Fulbright Act and carried forward 
by the Smith-Mundt Act. At present, our platform, which is a permanent set 
of policy statements adopted by nearly 4,000 delegates to our annual represent- 
ative assembly, includes these 2 objectives: 

“Existing programs, for international interchange of teachers (be) expanded 
and adequately financed by local, State, and Federal Governments, and infor- 
mation regarding these programs (be) made fully available to the profession. 

“Visits by carefully selected educational personnel on missions from other 
countries to the United States, and by American teachers similarly selected and 
assigned in other countries, (be) encouraged and financially assisted.” 

Nor have the teachers been satisfied with passing resolutions. From 1947 to 
1951, in the years immediately following World War II, the members of NEA 
voluntarily contributed $417,000 to its Overseas Teacher Fund from which we 
purchased food, clothing, and other necessities of life for teachers in war- 
devastated areas. I should like the members of this committee to see the exhibit 
in our building of stamps from many countries taken from the “thank you” letters 
received by the association from the teachers helped by the Overseas Teacher 
Fund. I would like to leave for the reference of the committee and its staff a 
report on this enterprise. 

A portion of the money contributed to the fund was used to bring teachers from 
war-devastated areas to the United States for study visits. By this means 119 
teachers from 47 countries visited the United States in a project entirely financed 
by the contributions of American teachers. In 1953, the Fund was reactivated 
and has since provided $100,000 to aid Korean teachers. 

With regard to the teacher interchange program for which a portion of the $15 
million requested by the President will be used, the NEA cooperates fully with 
the Department of State and the United States Office of Education. A member 
of our staff is currently serving as chairman of the National Advisory Committee 
on the Exchange of Teachers. 

NEA gives each exchange teacher a complimentary membership in the associa- 
tion during his stay in this country. Many of the affiliated State education 
associations also give such memberships. But I should like to make it clear that 
the NEA receives no money from the funds proposed to be appropriated under 
H. R. 5087. We have no contractual arrangements with any Federal agency as 
far as international education is concerned. 

International exchange funds by no means cover the cost of maintaining 
an exchange teacher in the American community where he teaches. Additional 
financial support is furnished by the local community in such indirect forms 
as living accommodations made available at low cost or no cost at all, invitations 
to lecture at meetings, and many other ways too numerous to mention here. 
A similar generosity is displayed toward American exchange teachers by the 
overseas community where they teach. In short, the teacher exchange program 
fosters international understanding by direct action in the local school and 
community. 

In urging the restoration of these funds to the full amount requested by Presi- 
dent Eisenhower, I would remind the committee that the entire $15 million 
request is less than one third the cost of a destroyer. 
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Destroyers are certainly necessary; but in the long run, the struggle in which 
we are engaged will turn upon ideas and ideals. Fifteen million dollars for inter- 
national educational exchanges can help to arm us effectively for this sort of 
struggle. It is not a case of either/or. It is rather one of using the correct 
means for each end—weapons for defense against armed agression; information 
and education against the more insidious agression of spurious ideals. Both are 
needed. Neither one is adequate without the other. 


SUPPORT OF EXCHANGE PROGRAM 


Mr. Carr. As the statement says, the National Education Associa- 
tion is a voluntary organization of a little over a half million teachers, 
and I would like to present officially and formally the judgment of 
the association that the program for the exchange of teachers and 
students should be sustained at at least its present level. 

This has been the official policy of the National Education Associa- 
tion for many years. I perhaps should add that these policies are not 
formulated by a group of people here in Washington. They grow 
out of the deliberations of the delegate assembly of 4,000 people, 
held each summer, elected by our members in every locality through- 
out the United States and its overseas territory. 

I will call your attention to the fact that the text of these resolutions 
is in my statement and I shall not repeat them. 

It is perhaps worthwhile to add that contributions of the United 
States Government to this whole process of international exchange in 
educational and cultural matters is relatively minor as compared to 
the tremendous volume of operations that are privately financed. 
The Government, I think, almost has an ideal relationship here. It 
sparks private enterprise, and there is a vast program carried on by 
many organizations and private individuals, by colleges and universi- 
ties to develop an international exchange in cultural and educational 
fields. 

Earlier, in examining one of the other witnesses, you asked about 
the long-run effect of this program. I have had a rather unusual 
opportunity to observe the effect of this program on American teachers 
who have been taught abroad for a year and have come back, and on 
teachers from other countries who spent a year teaching in this country 
and have gone back home. I do not know of as much as 2 percent of 
this total exchange which has not resulted in a much more friendly 
and much more understanding attitude on both sides. It is rare indeed 
to find a teacher or a scholar who has taught in one of our schools or 
universities who is not on the whole a pretty good spokesman for the 
ideals of American life. He may be critical in this or that respect, but 
his criticism is tempered by an exact knowledge, or-some knowledge, 
of our ideals and our ambitions. He avoids the fallacy of many 
foreign critics. He does not discount too much our objective, and call 
too much attention to our shortcomings. 

A few years ago the teachers of the United States brought about 
100 people from other parts of the world to this country, They were 
all teachers, and they stayed here for periods of from 3 months to a 
year. We did that with our funds. It is a demonstration of the 
voluntary efforts. 

You asked about the followup on these programs: Do they remain 
in contact with their hosts and friends in this country? By and large, 
at least in the 4 or 5 years that have elapsed since this program 
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started, the answer is in the affirmative and there is a steady drumfire 
of exchange of letters and material that should continue. It, of 
course, does not maintain itself in the very high level that it does in the 
first few weeks, when you are writing your thank-you letters back, 
but it does continue over a long period of time and sometimes for a 
lifetime. 

Urging that these funds be restored to at least the full amount 
requested by the President, it might be in order to point out that this 
entire request is, I believe, about the amount to build a third of a 
destroyer. Destroyers are necessary, but I am sure we will all agree 
that in the long-run struggle in which our country is engaged, it turns 
ultimately upon ideas and ideals, and $15 million for this kind of 
international educational exchange can help to arm us for that aspect 
of the struggle, which is an extremely important aspect. I do not 
think it ig a case of either/or, either guns or teacher exchange and stu- 
dent exchange. It is rather a case of choosing the correct weapon for 
the correct purpose—-weapons for defense against armed aggression, 
and information and education against the more insidious aggression 
of spurious ideals. We need both of them. I think that guns without 
the intellectual sustenance, will be futile and I think that of course the 
intellectual exchange, without the necessary defense to back it up 
would also be futile. 

The association earnestly hopes that the Serate will recommend the 
full restoration, at least, and that the conferees will then agree with it. 

Thank you. 

Chairman Bripees. Thank you very much. I think that the last 
part of your statement in which you stress the 2 dangers we face and 
the 2 methods of meeting them is very good. 

Chairman Bripces. We also have with us Mr. George P. Delaney, 
of the American Federation of Labor. 

Mr. Delaney, we would like to make your full statement a part of 
the record, and then have you, if you will, highlight your remarks. 


AMERICAN FEDERATION OF LABOR 


STATEMENT OF GEORGE P. DELANEY 
PREPARED STATEMENT 


Mr. Dexaney. Fine. That is my intention, Senator, and with the 
hope that I do not delay this committee any longer than is necessary. 

Chairman Bripces. Thank you. We will insert your statement 
in the record at this point. 

(The statement referred to follows:) 


STATEMENT OF GEoRGE P. DELANEY INTERNATIONAL REPRESENTATIVE OF THE 
AMERICAN FEDERATION OF LABOR ON State DEPARTMENT FUNDS FOR 
LEADERSHIP ExcHaNGE PROGRAM 


On behalf of the American Federation of Labor, I wish to express appreciation 
for the privilege of presenting some views on the question now under consideration 
by your committee. As the international representative of the American Federa- 
tion of Labor, it is my good fortune to meet most of the foreign visitors who are 
brought into this country under the International Educational Exchange Service. 

This service was designed to promote a better understanding between the 
United States and other countries, and to increase mutual understanding between 
the peoples of the United States and peoples of other countries. It has, in my 


z 
& 


in at SARA ET i ER ot oe 








cy ~~ 


~ 


i 
| 


STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1801 


opinion, proven to be a very effective instrument in the furtherance of the foreign 
policy objectives of the United States My position in the American Federation 
of Labor affords me an opportunity no only to meet with the trade union leaders 
who visit the United States under the international educational exchange program, 
but to assist in the programing of their trips so that their visit in the United 
States will provide them with an opportunity to see the American trade union 
movement in operation from the level of the worker at the work bench; the shop 
steward in the factory; the negotiating committee of the local union; and the 
regional and national headquarters of the specific union in which the visiting trade 
union leaders may have a direct interest. 

The officers of the American labor movement have cooperated fully with the 
United States Government in providing these on-the-spot studies by foreign trade 
union leaders. Much of their valuable time has been given as a contribution to 
the educational exchange service program. 

While the American Federation of Labor supports the purposes of the inter- 
national exchange program, we regret that too often it has proven of far greater 
value to college professors and college students than to any other group. We 
believe, therefore, that the program could make an even greater contribution if 
more exchanges were made available to trade unionists, to farmers, to adult men 
and women in all walks of life. Since those in nonacademic work cannot readily 
take extended leave from their jobs, the program should make far more ample 
provision for short-term exchanges. 

The House committee action in reducing the budget provided for the inter- 
national exchange program by a figure of $6 million completely precludes the 
possibility of continuing to bring into this country outstanding leaders of thought 
and opinion from 61 nations. At the same time, the House committee action 
prevents the sending of American specialists abroad. The American Federation 
of Labor believes that persons brought to our country under the international 
exchange program have had and can continue to have great influence in providing 
a source of mutual understanding between the peoples of the United States and 
other nations. We believe that the elimination of this group would seriously 
hamper the effectiveness of the international exchange program at a time when 
the United States Government should be increasing the number of exchange 
leaders in the interest of the general objectives of the United States foreign policy 

The international exchange program for the United States presents opportunities 
for leaders and specialists from other countries to secure a firsthand view of all 
levels of society in the United States and is the only long-range program that 
provides any comparable opportunity. One of the principal facets of American 
life, which is most misunderstood abroad, is the actual relationship of labor and 
capital in our free-enterprise system. Since many of the exchange students under 
this program are from trade-union movements abroad, that program provides an 
opportunity for demonstrating by firsthand observation the dynamic free-enter- 
prise system which exists in the United States. 

To the extent that the United States is able to provide an opportunity whereby 
foreign labor leaders and foreign industrialists may observe the relationship be- 
tween labor and management, which exists in the United States, as well as the 
collective bargaining system employed in the handling of industrial relations 
problems, and to that extent only, we will be able to influence the direction of 
major economic questions now confronting the world. 

In pointing out to you the vital importance of providing for foreign trade-union 
leaders an opportunity to visit the United States, I wish to cite, as an example, 
the visit of Mr. Laurie Short, leader of the powerful and democratic Australian 
Iron Workers Union. When questioned by President Eisenhower with respect 
to the influence of communism in southeast Asia, he stated (and I quote 
‘‘America must have key friends in key spots in all areas of the world. Just look 
at me. I am a leader of the powerful and democratic Australian Iron Workers 
Union. I am on the executive board of the Australian Labor Party. I have 
been here for weeks and I have seen America and think it is a great citadel of 
freedom. As a result of the opportunity provided me to visit your country, I 
can go back and influence an area of politics and workshops in which the Com- 
munists offer free men the most energetic competition.’’ President Eisenhower 
said in his reply to Short: ‘‘We need more people like you coming here.’’ Short 
replied (and again I quote): ‘Well, there won’t be any more like me for I under- 
stand that Congress has slashed the $6 million appropriation which, under the 
Smith-Mundt Act, paid the expenses of foreign labor leaders for short studies of 
the United States.”’ In his conversation with President Eisenhower, Mr. Short 
pointed out that Russia brings foreign leaders by the score over into the Soviet- 
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ized world. He stated that in the past year Russia had 50 Australians for indoc- 
trination; we had 1—Laurie Short. The Soviets had about 10 from New Zea- 
land; we had none. Moscow guided 121 from Chile alone; we had less than 25 
from all of South America. He stated that the Kremlin had over 140 foreign 
visitors in Mast Germany during the Berlin Conference. We had a handful— 
and they were there unofficially 

This is an exemplification of the attitude of trade-union leaders who are vigor- 
ously fighting the Communists on every front throughout the free world today, 
with regard to the need for wider opportunities to learn more about the American 
way of life, and to be afforded personal contact with the American people which 
is needed in order to meet the competition confronting us in the present cold war 
of Communist ideology 

In the interest of the continuance of this phase of our foreign policy program, 
the American Federation of Labor urgently requests your committee to restore 
the $6 million cut proposed by the House of Representatives in considering appro- 
priations for the leadership exchange program, 


GENERAL STATEMENT 


Mr. De.anny. You will note, I am sure, when you have an oppor- 
tunity to read this statement, that it is pointed up more specifically 
to that phase of the international educational program in which 
labor has participated, and in which, of course, labor has the most 
interest, and that is the leader program. 

Let me say at the outset, Senator, that we urge you to reconsider 
the action taken by the House committee, and restore the $6 million 
to this part of the international educational program. 

As the international representative of the American Federation of 
Labor, I have had the privilege of not only talking to most of the 
leaders who come here to the United States and assisting’ in their 
programing, but also to have had the opportunity to discuss and to 
pels sess their visit to the United States. I cannot help but call to 
your attention that this phase of the program has been rather small 
in consideration of the overall program, and we have on other occa- 
sions urged the expansion of this type of activity, in attempting to 
reach the masses of people which we must influence if our basic 
objectives of our foreign policy are to succeed. 

[ have had, as I have indicated, the opportunity to meet with, 
not hundreds but thousands of trade-union leaders abroad, men who 
have sought the basic objectives of the American trade-union move- 
ment, but have different practices and methods in applying their 
objectives. An opportunity is presented to them to come and visit 
the United States, and it has a tremendous influence among the 
working class movement of the rest of the world. 

All of us are fully aware that it is in this area, among this group 
of organized people, that the Communists first gained influence which 
assisted them in destroying the free democracies of the world. 

Senator Krugore. Might I ask you a question at that point? 

Mr. Dexaney. Certainly, Senator Kilgore. 


AFL INFLUENCE IN SOUTH AMERICA 


Senator Kincore. Your organization in 1941 and in 1942 was very 
active in helping us sell the right ideas to a number of the South 
American countries. You will remember that. 

Mr. Dewaney. Yes, sir. 
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Senator Kineore. In fact it was one of you people who told me 
of the experience in Bolivia with the air cadets who had gone down 
there. 

Mr. Devanny. We kept a manin Uruguay who actually was work- 
ing for OSS, our Latin American representative, who had daily broad- 
casts to the Italian and German people there. 

Senator Krncgore. And with respect to the workers of the South 
American countries, you were able to influence a lot of the activities 
down there, to keep them from going in the wrong direction; is that 
not right? 

Mr. De.anpy. Senator, I think the record is quite clear on that. 

Senator Kingore. In other words, you could get to the rank and 
file of the people down there in their labor movement. 

Mr. Devanry. No one is better equipped to deal with or to meet 
and discuss mutual problems than one worker with another worker, 
or one trade unionist with another trade unionist. 


EXCHANGE OF LABOR LEADERS 


Senator Kincore. I had the privilege of talking to a number of 
labor leaders from European countries last year, and I thought what 
a wonderful opportunity we were having to get in on the ground floor, 
shall we say, into the European picture, in working through that, 
do you not think so? 

Mr. Devaney. Yes. 

Senator Kiteore. To bring their leaders over there here and see 
how it operates in this country and our people go over there and see 
how it operates abroad. 

Mr. De.taney. Not only do we expect the United States Govern- 
ment to assume a responsibility in this area, but we have spent 
hundreds of thousands of dollars of our own money in inviting in- 
dependently trade-union officials from other areas of the world. 

Let me probably best illustrate that by saying that when we were 
involved in the discussions which culminated in the NATO Treaty, it 
was obvious that the ports of southern France, at which a great deal 
of these military goods had to be brought into, to assist in that area of 
the world, it was through contacts in the trade-union movement that 
the Communist-controlled trade unions at these docks, were dispelled, 
and that we were able to bring these military goods in. 

This was done as a result of our personal contacts with trade-union 
officials. We build countercells to Communist cells, in every one of 
these ports. We are still doing the same thing. 

Let me perhaps again illustrate by just saying that a month or so 
ago I learned through my own contacts in Chile, that a very pro- 
American and very democratic trade-union leader was going blind. 
| immediately appealed to the Secretary of Labor to have him brought 
over here as fast as possible under the exe hange-training program, so 
we could contribute ourselves—I am speaking of the unions now—to 
having his eyes repaired. He was a non-Communist, and the Com- 
munists in Chile were attempting to influence him. He was offered a 
trip to Moscow with all hospital bills paid and all expenses paid. In 
ool to counteract that sort of situation we asked the United States 
Government to rush through an exchange-trainee grant which ,was 
done, and we then sent him to the hospital, and I am happy to sav 
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that bis sight has been more than 50 percent improved since he has 
been in the United States. He is now out in the field, carrying out his 
assignment under the educational program. This is one example. 

As another example, just recently, Vice President Nixon was out 
on his trip to Asia and he contacted the trade-union officials of Aus- 
tralia. When he returned to the United States it so happened that. 
there was one very anti-Communist trade-union official] from that 
country visiting here under the exchange trainee program. 

He met with Vice President Nixon and Vice President Nixon 
arranged a conference for him with President Eisenhower. This 
person’s name was Laurie Short. He is head of the strong anti- 
Communist ironworkers union in Australia. He visited with the 
President and discussed the threat of communism throughout South- 
east Asia. 

During his discussion, Mr. Short called to the President’s attention 
the fact that the Committee in the House had cut back $6 million on 
this exchange program. He indicated that this would have prevented 
him from having an opportunity to fully understand America, and 
since his visit was then about ready to be concluded, he indicated to 
the President that he now fully realizes the United States is a great 
citadel of freedom and of democracy. 

The President was unaware of the action of the House committee, 
apparently—this is quoting from a newspaper article—and Mr. Short 
told him that he was the only Australian in 2 years that had visited 
the United States under this exchange program. 

In reverse, Russia had 20 in the past year, in Russia, for indoc- 
trination. 

Let me cite an interest that has been expressed in Latin America. 
We have had 25 trade-union officials under the leader program, from 
Latin America, in the past 2 years. Russia had 120 from Chile 
alone in Russia. This is being pennywise and pound foolish, certainly. 

There are other ways. In France and Italy, as I am sure you are 
all aware, Communist trade unions still represent the majority of the 
workers. We have built counter cells. We have established an 
organization through the mutual understanding that has been brought 
about as a result, at least partially, of this exchange program. 

We would urge that you not permit this cut in appropriations, and 
that you give serious consideration to expanding this phase of our 
program. 

I have had the good fortune to meet each vear at the International 
Labor Organizations’ Conference, with representatives of some 66 or 
67 countries, from their great trade-union organizations, 4 or 5 of 
their top leaders. This provides an opportunity for mutual under- 
standing and exchange, but if it can be furthered by a visit to see the 
way our industrial society exists in the United States, and the benefits 
and the efficiency of it, then I think it will certainly materially help in 
implementing the broad basis of our foreign policy. 

Senator Kiicore. I want to ask you one question. 

Mr. Devaney. Certainly. 


RUSSIAN INFILTRATION OF ORGANIZED LABOR 


Senator Kixcore. Is it not true, shall we say, the Russian Govern- 
ment is making a particular drive to try to break into organized labor 
in every country in the world to get domination of the labor unions? 


Ln WED. 
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Mr. Detanry. This of course is not only the fact today, but it is an 
historical fact, evidenced by her ability to overrun the democracies 
of Eastern Europe. It is true that wherever we find dictatorship, 
their first attempt is to gain support through control of the trade- 
union movement and thereby, of course, initiate their revolutions. 

Czechoslovakia is a good example. There was not even a shot fired. 
The first attempt was getting control of the trade-union movements, 
and when that was accomplished, the Government just changed hands. 

Senator Krucore. Bulgaria was the same thing. 

Mr. Devaney. Yes, the same thing. In fact, most of these 
countries, most all of them. 

Chairman Bringes. Thank you very much, Mr. Delaney. We 
appreciate your statement. 

Mr. De.aney. Senator, if I have neglected to indicate any support 
for any other phase of this program it is not because we are not in 
support of the other aspects of this broad program. We are in support 
of them, and that is a matter of record, and we urge you to give 
consideration to any cuts in that area. 

Chairman BrivGes. Thank you very much, sir. 

We will now hear from Mr. Leonard Bebchick of Cambridge. Mr. 
Bebchick, we will make your full statement a part of the record and 
then we will ask you to summarize your statement very briefly. 


NATIONAL STUDENT ASSOCIATION, CAMBRIDGE, MASS. 


STATEMENT OF LEONARD BEBCHICK 
PREPARED STATEMENT 


Mr. Bescuick. All right, sir. 
(The statement referred to follows:) 


[ am happy to have the opportunity to appear before you this morning in 
order to present the views of the United States National Student Association on 
appropriations for the State Department’s exchange of persons program. 
Although we strongly approve of the entire program, I shall direct my remarks 
to the phase of student and student teacher exchange. Perhaps more than any 
other group, it is the American student who is most immediately affected and 
vitally concerned by the action of this committee. Quite obviously this concern 
to some measure is due to the fact that a number of American students will no 
longer be able to pursue their education overseas at Government expense if the 
House cut in this program is not restored. More importantly, although the 
contemplated cut does not at present directly touch American students who 
study abroad under the Fulbright program, it is felt this worthwhile program will 
be severely weakened in future years because of reductions in the Smith-Mundt 
Act. And lastly, the American student has come to realize the great importance 
which his counterparts abroad play in their respective societies and from firsthand 
experience on campuses of this country they have come to know the great benefit 
that accrues to this Nation by the study of foreign students and visits of their 
leaders in this country. 

The United States NSA is a confederation of democratically elected student 
governments on university campuses—bodies which reflect more accurately than 
any other the sentiments of students at each college. Presently, USNSA can 
claim among its membership a majority of all students enrolled in accredited 
educational institutions. Being completely student-run and representative of 
American student opinion because of its democratic structure and nature, 
USNSA serves as the voice of a large segment of American students on issues 
which affect them. In this capacity and due to the requests of a large number of 
student governments, I am appearing before you today to give you an indication 
of how a significant portion of American students and their leaders view the 
present situation. 
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Through its international program NSA has come to have extensive and intimate 
relations with student leaders throughout the entire world and has come to know 
first hand the problems and importance of students overseas. We have attempted 
to inerease international understanding. In a more concrete sense, this has 
meant strengthening democratic student organization wherever they exist. Of 
necessity this has entailed a constant struggle with the heavily endowed student 
section of the Cominform—the International Union of Students. American 
students in the past 6 years have traveled to every area of the globe to make 
contact with student organizations as the basis for future cooperation. Through 
an extensive program of exchange of persons and information and through attend- 
ance at international gatherings American students through NSA have played a 
significant role in strengthening the bulwarks of democracy in areas where their 
very existence rests in a grave jeopardy. It was instrumental in establishing, 5 
years ago, COSEC, a free world grouping of students which stands in opposition to 
the IUS. And it has turned attention to the needs of its counterparts in the 
underdeveloped areas by playing a large role in the implementation of the students 
mutual assistance program. Thus, when discussing students abroad, NSA 
speaks from an extensive and firsthand background and knowledge in this area. 
Probably more information about student movements exists in the files of our 
international commission and the minds of our international representatives and 
staff personnel than anywhere else in this country. 

It cannot be denied that tremendous benefit can accrue from educational 
exchange. This, of course, does not mean that such programs and the con- 
comitant exchange of ideas and experience provide the panacea that will purge 
the world of ‘the ills with which it is afflicted. Misunderstanding does not lie at 
the root of the present division of the world into two hostile blocks (though it 
does intensify this split). Rather we understand only two well the intentions 
and designs of our opponents, Misunderstanding and ignorance, however, do 
exist among many free peoples and have in a large measure detracted from the 
unity of purpose and action ofthe free world. This is particularly true in the so- 
called underdeveloped and uncommitted areas of the globe. It is here that the 
misconceptions and false stereotypes of America, her people and their way of life 
are rampant—the result of clever and extensive propaganda. The distaff side 
of American life is magnified to represent the whole, and our opponents, playing 
upon ignorance and prejudice, have enjoyed notable success in undermining the 
position of this country and her policy in these areas. Above all, it is the respon- 
sibility of the American people and of their eleeted representatives to insure that 
such misconceptions be dispelled and to convince other peoples that their deepest 
aspirations and goals are consonant with the objectives and polices of democratic 
society 

Essentially, we are engaged in a battle of ideas in these uncommitted areas— 
areas which form the balance of power in the world today. And the need to allow 
persons to gain an objective picture of this country and its policies is not restricted 
solely to such uncommitted nations. As the last few weeks have indicated, there 
is a continuing necessity to maintain such understanding among all members of 
free society. 

In order to objectively evaluate the program now before you, it is essential to 
grasp an understanding of the vital importance which students play in their 
respective societies abroad. Perhaps the best way to understand this is to 
recognize that the American student is typical. A large number of American 
students receive college education, and they by no means represent a paramount 

political force in this country. In many areas of the world, however, the students 
constitute a powerful political element today—in most there are precious few of 
them. Thev constitute a minute elite of the educated who in a few short years 
will guide the destinies of millions. In Indonesia, for example, there are only 
several thousand college graduates annually to govern a population of 80 millions. 
There are cabinet ministers in Indonesia and other such countries who not less 
than a decade ago were leaders in their respective student movement. Thus, 
not only are students important today, but in a few short vears will be the national 
leaders with whom we will have to deal. 

Let me briefly cite a few more incidents which illustrate the importance of 
students today. In the Philippines they were one of the forees instrumental in 
electing Magsaysay to the Presidency. As a consequence, student leaders have 
been rewarded with high governmental positions. 

In Indochina, at least before the war, the installation of the student president 
would be attended by the entire national cabinet. In Egypt, students today are 
one of the national forces in the battle for power by the Naguib government and 
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the Army. In Syria, they were largely responsible for the overthrow of the 
Shihelky dictatorship. In many sections of awakening Africa there are only a 
handful of students. The 5 or 6 who now study abroad probably will shortly 
occupy the most significant positions in their government. In France, the 
student strikes of the ; ast month have caused the educational ministry to entirely 
revise their budget. And, in conclusion, we might turn to our own hemisphere to 
observe the importance students play today. It was due solely to the instigation 
and activity of the Panamanian National Union of Students that the legislature 
in that country refused to extend the lease on American airbases last vear. 

Thus, students are important. There is tremendous benefit in bringing to the 
United States for study and tours outstanding students and leaders in order that 
they may observe this country. All of us, I am sure, are confident that the 
American way of life and democracy can win out when compared objectively with 
the ideology and way of life now threatening us. But this fact is meaningless 
unless individuals who are presently ill-informed and upon whom we must rely for 
our security are given the opportunity to make such a comparison. 

American students who on many campuses have undertaken active programs 
with foreigners have come to understand the importance of educational exchange. 
They have observed complete changes in attitude upon many who have been 
given the opportunity to see for themselves. NSA can testify to the signal 
success it has enjoyed in the exchange of persons and to the significant favorable 
consequences which have flowed from such. exchange of students and student 
leaders conducted both under governmental sponsorship and under its own 
private auspices. Complete changes in political orientations in the student 
movement in a number of countries, the development of vigorous democratic 
leaders, and the establishment of democratic organizations where they have 
never existed have been only some of these results. And through its campus 
program, NSA has been able to assist campuses in integrating the foreign student 
into the collegiate community so that he can gain the greatest benefit from his 
stay in this country. And, since the ideas which form the framework upon 
which an individual will pursue his life are formed during his youth, it is the 
early years particularly those at college, that the importance of rectifying mis- 
conceptions and filling the gaps of ignorance is recognized. 

And the exchange of ideas which occurs is, of course, two-way. American 
students are able to learn from foreigners about the problems and attitudes 
which exist abroad, knowledge which is essential if they are to fulfill their respon- 
sibility of leadership and citizenship intelligently in this troubled age. One 
cannot overstress the mutual benefits of educational exchange. 

The bringing of persons to this country in order to observe our institutions and 
way of life is an invaluable method for promoting international understanding 
and strengthening the position of America and her security throughout the free 
world. 

As important as bringing students to this country is, perhaps, more is gained 
by sending qualified and astute students abroad. This is merely because an 
American abroad has the opportunity to reach a large number of individuals. 
These ambassadors are able to engender much goodwill merely because, as students 
they are not confronted with many of the suspicions and doubts which attach 
themselves to governmental representatives. The Fulbright program is the key 
in this area. It has become a permanent fixture in the American educational 
scene. Not only has it benefited the United States by permitting students to 
act as goodwill representatives, but it has given unique opportunities to many 
who would otherwise have been financially unable to study abroad. Thus, it 
represents an extension of the democratic and egalitarian philosophy which under- 
lies our conception of American education by making available to all, on the basis 
of merit, a unique international experience. 

The present cuts, of course, do not presently affect American students traveling 
abroad on the Fulbright scholarship program. Only a small but still significant 
number are affected by the elimination of such programs such as the Latin 
American exchange, established under the Buenos Aires Convention. 

Nevertheless, American students feel that the entire Fulbright program will 
be undermined and seriously jeopardized if the present reductions stand since the 
program is based upon the conception of mutuality, foreign students in effect are 
exchanged for American students. If the present cuts are allowed to remain, it 
is estimated that the number of students permitted to come to this country would 
be cut by more than one-third; that approximately 300 grants would be cut from 
the Fulbright program alone because there would not be sufficient dollars to pay 
the stateside portion of them. It is feared that most of the governments thus 
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affected will be unwilling in the future to take part in a unilateral program; i. e., 
they will be disinclined to accept American scholars, even if such funds are avail- 
able, if students from their nations are unable to come to the United States for 
study. 

For the foregoing reasons the USNSA strongly urges on behalf of the large 
number of American students that this committee restore in full the cuts in the 
State Department educational exchange program. The amount involved is rather 
small and it is our belief that in any event it constitutes poor economy. There is 
more return, though not bang, for every dollar expended than that of many other 
programs. This is not a giveaway program because far larger part of its funds 
is paid to Americans and spent in this country. Government dollars are only a 
small proportion to the funds involved because they encourage additional funds 
from private sources. The savings of $6 million at the expense of disastrously 
undermining this program which has produced so fruitfully in the realm of 
international understanding seems to be an uneconomical sort of economy. 

In view of present world conditions it would seem more advisable that increasing 
rather than less emphasis be placed upon such a program. Despite the recent 
attention which has been foeused upon Indochina, there has, on the whole, been 
a decrease in open and vituperous relations between East and West. Since this 
summer there has existed a notable change in the Communist line particularly 
in the student field. Once again, one hears pleas for united front, cooperation 
on practical projects, the need to increase international understanding, etc. 
Communist youth and student publications have become mild in tone and thus, 
more insidious. In short, the rulers of the Kremlin, have decided to shed their 
wolf’s clothing and to ease pressure on the surface. Due to the constant force 
of Russia’s expansionism, this means that emphasis will be placed on other areas 
and primarily among these is the field of educational and cultural affairs. 

In view of increased effort on the part of the Soviets in the field, it would seem 
completely contrary to the national interest for this Congress to reduce the 
activities of the administration in this area. Not only is it regrettable that the 
number of exchanges is reduced, but also, that the areas from which they are to 
be drawn will be greatly constricted. Many of the key areas: Latin America, 
Egypt, Lran, Pakistan, Indonesia, India, and many others would be completely 
removed from such salutary contact. 

I am sure that you are acquainted with the gigantic extravanganza staged by 
the Communists—spectacular cultural festivals, huge youth meetings, full-scale 
student Olympic games, to enumerate a few. Thousands of students are being 
brought to China, Soviet Union, and satellite states for study. Representatives 
of the Communist ideology are to be found at every critical point throughout the 
free world. 

There is no suggestion that we compete in kind. We have neither financial 
resources nor the monolithic control which is the basis of success of the large 
extravaganza. We do, however, possess a unique advantage in being the holders’ 
of the traditions of democracy and individual liberty. These advantages, if 
coupled with sound programs, will supply us with the decision in the long run, 
but we must be willing to expend funds and effort. The suggested program is the 
least we can do. 

In conclusion, let me list our specific objections to the consequences of the 
House reduction: 

(1) the elimination of programs which annually have sent American 
students for a year of study to 18 Latin American Republics; 

(2) the cutting by one-third of the number of foreign students who now are 
able to come to this country for study. This is primarily due to the fact that 
subsistence grants no longer will be available. It should be emphasized that 
the Government's program is one dedicated to quality, so much more than 
mere figures must be reckoned with here. 

(3) the eventual undermining of the Fulbright program because its under- 
lying coneept of mutuality of exchange will have been destroyed. 

(4) the reduction of the number of countries involved in the exchange of 
students from over 60 to 21. 

(5) the complete elimination of the leaders program in all 70 countries 
presently involved. 

(6) the total program would be eliminated in 46 countries, 
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Chairman Bripggs. I notice in looking over your statement, you 
have some definite conclusions at the end of your statement. Do you 
want to tell us whom you represent first? 

Mr. Bescurck. Yes, sir; 1 will be very happy to read pertinent 
excerpts so I keep within the time period allotted me. 

Chairman BripGes. That is fine. 

Mr. Bexscuick. | am happy to have the opportunity to appear 
before you this morning in order to present the views of the United 
States National Student Association on appropriations for the State 
Department’s exchange of persons program. Although we strongly 
approve of the entire program, I shall direct my remarks to the phase 
of student and student-teacher exchange. 

Perhaps, more than any other group, it is the American student who 
is most immediately affected and vitally concerned by the action of 
this committee. Quite obviously this concern to some measure is 
due to the fact that a number of American students will no longer be 
able to pursue their education overseas at Government expense if 
the House cut in this program is not restored. 

More importantly, although the contemplated cut does not at 
present directly touch American students who study abroad under 
the Fulbright program, it is felt this worthwhile program will be 
severely we eakened in future years because of reductions in the Smith- 
Mundt Act. And lastly, the American student has come to realize 
the great importance which his counterparts abroad should play in 
their respective societies and from firsthand experience on campuses 
of this country they have come to know the great benefit that accrues 
to this Nation by the study of foreign students and visits of their 
leaders in this country. 

The United States NSA is a confederation of democratically elected 
student governments on university campuses—bodies which reflect 
more accurately than any other the sentiments of students at each 
college. Presently, United States NSA can claim among its member- 
ship a majority of all students enrolled in accredited educational 
institutions. 

Being completely student-run and representative of American 
student opinion because of its democratic structure and nature, 
United States NSA serves as the voice of a large segment of American 
students on issues which affect them. In this capacity and due to 
the requests of a large number of student governments, I am appear- 
ing before you today to give you an indication of how a significant 
portion of American students and their leaders view the present 
situation. 

Through its international program NSA has come to have extensive 
and intimate relations with student leaders throughout the entire 
world and has come to know first hand the problems and importance 
of students overseas. We have attempted to increase international 
understanding. 

In a more concrete sense, this has meant strengthening democratic 
student organization wherever they exist. Of necessity this has 
entailed a constant struggle with the heavily endowed student sec- 
tion of the Cominform—the International Union of Students. Amer- 
ican students in the past 6 years have traveled to every area of the 
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globe to make contact with student organizations as the basis for 
future cooperation. 

Through an extensive program of exchange of persons and informa- 
tion and through attendance at international gatherings American 
students through NSA have played a significant role in strengthening 
the bulwarks of democracy in areas where their very existence rests 
in a grave jeopardy. 

It was instrumental in establishing 5 years ago, COSEC, a free 
world grouping of students which stands in opposition to the IUS. 
And it has turned attention to the needs of its counterparts in the 
underdeveloped areas by playing a large role in the implementation 
of the students mutual assistance program. Thus, when discussing 
students abroad, NSA speaks from an extensive and firsthand back- 
ground and knowledge in this area. 

Probably more information about student movements exists in the 
files of our international commission and the minds of our interna- 
tional representatives and staff personnel than anywhere else in 
this country. 

It cannot be denied that tremendous benefit can accrue from edu- 
cational exchange. Misunderstanding and ignorance however do 
exist among many free peoples and have in a large measure detracted 
from the unity of purpose and action of the free world. This is par- 
ticularly true in the so-called underdeveloped and uncommitted areas 
of the globe. It is here that the misconceptions and false stereotypes 
of America, her people and their way of life are rampant—the result 
of clever and extensive propaganda. 

The distaff side of American life is magnified to represent the 
whole, and our opponents, playing upon ignorance and prejudice, 
have enjoyed notable success in undermining the position of this 
country and her policy in these areas. Above all, it is the responsibility 
of the American people and of their elected representatives to insure 
that such misconceptions be dispelled and to convince other peoples 
that their deepest aspirations and goals are consonant with the objec- 
tives and policies of democratic society. 

Essentially, we are engaged in a battle of ideas in these uncommitted 
areas—areas which form the balance of power in the world today. 
And the need to allow persons to gain an objective picture of this 
country and its policies is not restricted solely to such uncommitted 
nations. As the last few weeks have indicated, there is a continuing 
necessity to maintain such understanding among all members of free 
society. 

In order to objectively evaluate the program now before you, it is 
essential to grasp an understanding of the vital importance which 
students play in their respective societies abroad. Perhaps the best 
way to understand this is to recognize that the American student is 
atypical. A large number of American students receive college edu- 
cation, and they by no means represent a paramount political force 
in this country. 

In many areas of the world, however, the students constitute a 
powerful political element today—in most there are precious few of 
them. They constitute a minute elite of the educated who, in a few 
short years, will guide the destinies of millions in these areas. 

For the next page and a half of my testimony I outline in there 
various examples, the fact that students can overthrow entire govern- 
ments, as has happened only in the past few months. 
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Thus, students are important. There is tremendous benefit in 
bringing to the United States for study and tours outstanding students 
and leaders in order that they may Observe this country. All of us, 
I am sure, are confident that the American way of life and democracy 
can win out when compared objectively with the ideology and way 
of life now threatening us. But this fact is me vaningless unless 
individuals who are presently ill-informed and upon w hom we must 
rely for our security are given the opportunity to make such a com- 
parison. 

American students who on may campuses have undertaken active 
programs with foreigners have come to understand the importance of 
educational exe hange. They have observed complete changes in 
attitude upon many who have been given the opportunity to see for 
themselves. 

NSA can testify to the signal success it has enjoyed in the exchange 
of persons and to the significant favorable consequences which have 
flowed from such exchange of students and student leaders conducted 
both under governmental sponsorship and under its own private 
auspices. 

Complete changes in political orientations in the student movement 
in a number of countries, the development of vigorous democratic 
leaders, and the establishment of democratic organizations where they 
have never existed have been only some of these results. And, through 
its campus program, NSA has been able to assist campuses in in- 
tegrating the foreign student into the collegiate community so that 
he can gain the greatest benefit from his stay in this country. 

And, since the ideas which form the framework upon 2 an 
individual will pursue his life are formed during his youth, it is the 
early years particularly those at college, that the importance of rectify- 
ing misconceptions and filling the gaps of ignorance is recognized. 

And the exchange of ideas which occur is, of course, two-way. 
American students are able to learn from foreigners about the prob- 
lems and attitudes which exist abroad—knowledge which is essential 
if they are to fulfill their responsibility of leadership and citizenship 
intelligently in this troubled age. One cannot overstress the mutual 
benefits of educational exchange. 

Chairman Bripess. I must go to the Senate in a few moments to 
open the proceedings in my capacity as President pro tempore of the 
Senate. This hearing will continue, but I personally want to ask you 
two questions. With all the students in our country, how is the 
National Student Association organized? How do you get together 
to choose your officers and se ‘lect your program? 

Mr. Bescuick. This is a confederation, sir, of student governments 
on each campus, democratically elected. Each year representatives 
of the schools come together at a national conference. Representa- 
tives are elected by the student body and are certified by the student 
body president and the dean of students thus insuring the representa- 
tive character of NSA. There are around 600 such representatives 
at a Congress and they elect 3 full-time national officers who serve 
for 1 year. Between the annual conference policy decisions are made 
by the national executive committee, which represents the heads of 
the 18 geographical regions into which NSA is subdivided, so it is a 
completely democratic structure from bottom to top and we are totally 
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responsible and responsive to the sentiments of students on the uni- 
versity campuses in this country. 


REPRESENTATION AT NATIONAL CONFERENCE 


Chairman Bripaes. So that every accredited college in the country 
could have a representative at your national conference? 

Mr. Bescuicx. If every accredited college decided to join, which 
would be a very happy percentage. 

Chairman Bripces. What percentage do belong? 

Mr. Besenutck. We have about a third of the accredited colleges 
and these represent a majority of all students enrolled in such institu- 
tions, so there is a majority of American students in 44 States at the 
present time. 

Chairman Bringes. In the national meeting these subjects are dis- 
cussed and a policy adopted. Then your national association repre- 
sentatives guide your organization in the intervening months between 
your meetings? 

Mr. Bescuicx. That is correct. 

Chairman Brivces. There was some question as to your procedure 
on that. That is what I wanted to clear up. Thank you, sir. Go 
ahead. 

Mr. Bescnick. The bringing of persons to this country in order to 
observe our institutions and way of life is an invaluable method for 
promoting international understanding and strengthening the position 
of America and her security throughout the free world. 

As important as bringing students to this country is, perhaps, more 
is gained by sending qualified and astute students abroad. This is 
merely because an American abroad has the opportunity to reach a 
large number of individuals, These ‘‘ambassadors”’ are able to en- 
gender much goodwill merely because, as students, they are not con- 
fronted with many of the suspicions and doubts which attach them- 
selves to governmental representatives. 

The Fulbright program is the key in this area. It has become a 
permanent fixture in the American educational scene. Not only has 
it benefited the United States by permitting students to act as good- 
will representatives, but it has given unique opportunities to many who 
would otherwise have been financially unable to study abroad. 

Thus, it represents an extension of the democratic and egalitarian 
philosophy which underlies our conception of American education by 
making available to all, on the basis of merit, a unique international 
experience. 

The present cuts, of course, do not presently affect American stu- 
dents traveling abroad on the Fulbright scholarship program. Only 
a small but still significant number are affected by the elimination of 
such programs such as the Latin American exchange, established under 
the Buenos Aires Convention, 

Nevertheless, American students feel that the entire Fulbright 
program will be undermined and seriously jeopardized if the present 
reductions stand since the program is based upon the conception of 
mutuality—foreign students in effect are exchanged for American 
students. If the present cuts are allowed to remain, it is estimated 
that the number of students permitted to come to this country would 
be cut by more than one third—that approximately 300 grants would 
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be cut from the Fulbright program alone because there would not be 
sufficient dollars to pay the stateside portion of them. 

[t is feared that most of the governments thus affected will be un- 
willing in the future to take part in a unilateral program; that is, they 
will be disinclined to accept American scholars, even if such funds are 
available, if students from their nations are unable to come to the 
United States for study. 

For the foregoing reasons the USNSA strongly urges on behalf of 
the large number of American students that this committee restore 
in full the cuts in the State Department educational exchange pro- 
gram. The amount involved is rather small and it is our belief that 
in any event it constitutes poor economy. There is more return, 
though not bang, for every dollar expended than that of many other 
programs. 

This is not a giveaway program because far larger part of its funds 
is paid to Americans and spent in this country. Government dollars 
are only a small proportion to the funds involved because they en- 
courage additional funds from private sources. The savings of $6 
million at the expense of disastrously undermining this program 
which has produced so fruitfully in the realm of international under- 
standing seems to be an uneconomical sort of economy. 

In view of present world conditions it would seem more advisable 
that increasing rather than less emphasis be placed upon such a pro- 
gram. Despite the recent attention which has been focused upon 
Indochina, there has, on the whole been a decrease in open and vitu- 
perous relations between East and West. Since this summer there 
has existed a notable change in the Communist line particularly in 
the student field. 

Once again, one hears pleas for united front, cooperation on practical 
projects, the need to increase international understanding and so forth. 
Communist youth and student publications have become mild in tone 
and thus, more insidious. In short, the rulers of the Kremlin have 
decided to shed their wolf’s clothing and to ease pressure on the surface. 

Due to the constant force of Russia’s expansionism, this means that 
emphasis will be placed on other areas and primarily among these is 
the field of educational and cultural affairs. 

In view of increased effort on the part of the Soviets in the field, 
it would seem completely contrary to the national interest for this 
Congress to reduce the activities of the administration in this area. 
Not only is it regrettable that the number of exchanges is reduced, but 
also, that the areas from which they are to be drawn will be greatly 
constricted. Many of the key areas—Latin America, Egypt, Iran, 
Pakistan, Indonesia, India, and many others would be completely 
removed from such salutary contact. 

I am sure that you are acquainted with the gigantic extravaganza 
staged by the Communists—spectacular cultural festivals, huge youth 
meetings, full-scale student Olympic games, to enumerate a few. 
Thousands of students are being brought to China, Soviet Union, and 
satellite states for study. Representatives of the Communist ideology 
are to be found at every critical point throughout the free world. 

There is no suggestion that we compete in kind. We have neither 
financial resources nor the monolithic control which is the basis of 
success of the large extravaganza. We do, however, possess a unique 
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advantage in being the holders of the traditions of democracy and 
individual liberty. These advantages, if coupled with sound pro- 
rrams, will supply us with the decision in the long run, but we must 
[ willing to expend funds and effort. The suggested program is the 
least we can do. 

In conclusion, let me list our specific objectives to the consequences 
of the House reduction: 

(1) The elimination of programs which annually have sent American 
students for a year of study into 18 Latin American Republics. 

(2) The cutting by one-third of the number of foreign students 
who now are able to come to this country for study. This is primarily 
due to the fact that subsistence grants no longer will be available. 
It should be emphasized that the Government’s program is one 
dedicated to quality, so much more than mere figures must be reckoned 
with here. 

(3) The eventual undermining of the Fulbright program because 
its underlying concept of mutuality of exchange will have been 
destroyed. 

(4) The reduction of the number of countries involved in the 
exchange of students from over 60 to 21. 

(5) The complete elimination of the leaders program in all 70 
countries presently involved. 

(6) The total program would be eliminated in 46 countries. 

Mr. Perkins, counsel acting for the chairman (presiding). Thank 
you, sir. Your statement has already been placed in the record. 
Unless there is anything more we will conclude with that. 


HAVERFORD COLLEGE, HAVERFORD, PA, 


STATEMENT OF GILBERT F. WHITE, PRESIDENT 
PROPOSED STATEMENT 


Mr. Perkins. We will next hear from Dr. White of Haverford 
College, in Philadelphia. 

You may either read your statement—it is rather short—or else 
you can just highlight it. 

(The statement referred to follows:) 


STATEMENT BY GILBERT WHITE FOR THE FRIENDS COMMITTEE ON NATIONAL 
LEGISLATION REGARDING THE INTERNATIONAL EXCHANGE OF PERSONS PRO- 
GRAM APPROPRIATION (A Part or H. R. 8067) 


My name is Gilbert F. White. I am president of Haverford College, Haver- 
ford, Pa. Iam appearing today on behalf of the Friends Committee on National 
Legislation, 104 C Street NE., Washington, D. C. 

Like many others in colleges and universities across the country, I have been 
involved in programs which have brought foreign students and teachers to the 
United States, and which have supported American students and teachers over- 
seas. Haverford College, like other Quaker institutions, has supported such ex- 
change in the interest of strengthening international understanding and good will. 
More specifically, the college has received individual exchange students and pro- 
fessors, and has been responsible for two orientation programs for newly arrived 
academic visitors 

The Friends Committee on National Legislation is deeply concerned that con- 
tinued and expanded support be given by the United States to the exchange of 
persons program, which has done so much to promote international understanding 
and good will. We believe that support is needed both for the administration of 
the program and also, in most cases, for students, educators, administrators, and 
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other persons, to come to this country, and for Americans to go abroad. We 
therefore urge that this committee authorize the full $15 million which has been 
requested by the State Department for this program 

Inasmuch as previous testimony has covered many aspects of the exchange of 
persons, I would like to direct my remarks to three major points: 

1. Experience with such exchange shows that, if it is properly carried out, it is 
fundamentally sound in promoting understanding in both directions of move- 
ment. American students and faculty gain deeper insight into the problems of 
foreign countries and see themselves in a fresh light. The visitors come to under 
stand American goals and methods. Warm bonds of friendship are created. 
Because the programs are highly selective, a large proportion of the people 
involved are ones who later assume leadership in their home communities 

2. Experience also shows that such exchange if not properly carried out may 
heighten international tensions and promote misunderstanding. If the selection 
is casual, if the financial arrangements are incomplete, if new arrivals are not 
adequately prepared for American ways, if the visitors are either neglected or 
displayed unduly, if they are placed in the wrong institutions, the effects will be 


unhappy. It is a great mistake to think that any kind of international exchange 
of persons is good. It can lead to personal disappointment, to hard feelings, and 
resentment. It can strengthen distrust and feed envy. ‘There is absolutely no 


doubt about this. This leads to my third and last point. 

3. It would be better for the United States not to sponsor any kind of program 
than to do so in a grudging, halfhearted, and penurious way. For many visitors 
who come to this country the trip is the great event of their lives to that point. 
For all of them the decision to come is a momentous one, often years in the 
making. ‘They can sense immediately whether the reception is warm and ade- 
quate. They need stay only a few weeks before discovering whether genuine 
thought and consideration are going into preparations for them. Mechanical 
treatment will not do. It is necessary and deep in the American tradition to 
treat people as individuals. 

The answer would seem to be to assure that each person involved in an exchange 
program is treated as an individual. If we are to obtain the benefits so often 
claimed, we must show in practice a genuine loving consideration for each person 
who is treated as someone with distinctive needs to meet and with distinctive help 
to offer his associates. This requires competent administrative help all the way 
along the line from the time the first announcement is sent out until the person 
returns to his home country. 

This is a simple lesson learned wherever education—under Friends’ auspices 
or not—concerns itself with individual development. ‘ 

From some familiarity with the present United States program, it would seem 
that it is approaching this kind of effort at many points and that it is on a reason- 
able scale of expenditure for the objects intended. It does not border on the 
luxurious. Friends have felt strongly that the program should be expanded in the 
interest of building international good will. If cuts must be made in the long run, 
they should be made gradually in such a fashion as to preserve the concern for 
individual people. It would be better to eliminate gestures in this direction 
entirely than to maintain ones that are empty of friendship and human concern. 

Therefore we urge this committee to restore in full the funds eliminated in the 
House bill, and ask that the $15 million which the State Department has requested 
be authorized for the exchange-of-persons program. 

Thank you very much. 


GENERAL STATEMENT 


Mr. Wurre. I think it might be well to read the whole statement 
into the record. I am here on behalf of the Friends Committee on 
National Legislation. 

The committee is deeply concerned that continued and expanded 
support be given by the United States to the exchange-of-persons 
program, and it urges that this committee authorize the full $15 million 
that has been requested for this program. 

I would like about 3 minutes to call attention to 3 major points, 
which I think may give a point of view to the committee and its staff, 
which may not have been introduced before. 
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(1) Experience with such exchange shows that, if it is properly 
carried out, it is fundamentally sound in promoting understanding in 
both directions of movement. American students and faculty gain 
deeper insight into the problems of foreign countries and see them- 
selves in a fresh light. The visitors come to understand American 
goals and methods. Warm bonds of friendship are created. Because 
the programs are highly selective, a large proportion of the people in- 
volved are ones who later assume leadership in their home communities. 

However, | go on and make this second point. Experience also 
shows that such exe hange, if not properly carried out, may highten 
infernational tensions and promote misunderstanding. If the selec- 
tion is casual, if the financial arrangements are incomplete, if new 
arrivals are not adequately prepared for American ways, if the visi- 
tors are either neglected or displayed unduly, if they are placed in 
the wrong institutions, the effects will be unhappy. 

I think all of us here could provide many cases in support of these 
generalizations. It is a great mistake to think that any kind of in- 
ternational exchange of persons is good. It can lead to personal 
disappointments, to hard feelings, and resentment. There is ab- 
solutely no doubt about this. 

This leads to my third and last point. It would be better for the 
United States not to sponsor any kind of program than to do so in a 
grudging, halfhearted, and penurious way. For many visitors who 
come to this country, the trip is the great event of their lives, to that 
point. For all of them, the decision to come is a momentous one, 
often years in the making. They can sense immediately whether 
the reception is warm and adequate. They need stay only a few 
weeks before discovering whether genuine thought and consideration 
is going into preparations for them. Mechanical treatment will not 
do. It is necessary and deep in the American tradition to treat 
people as individuals. 

The answer would seem to be to assure that each person involved 
in an exchange program is treated as an individual. If we are to obtain 
the benefits so often claimed, we must show in practice a genuine 
loving consideration for each person who is treated as someone with 
distinctive needs to meet and with distinctive help to offer his asso- 
ciates. This requires competent administrative help all the way 
along the line from the time the first announcement is sent out until 
the person returns to his home country. This is a simple lesson, 
learned wherever education, under Friends’ auspices or not, concerns 
itself with individual development. 

From some familiarity with the present United States program, it 
would seem that it is approaching this kind of effort at many points, 
and that it is on a reasonable scale of expenditure for the objects 
intended. It does not border on the luxurious. Friends have felt 
strongly that the program should be expanded in the interests of build- 
ing international goodwill. If cuts must be made, in the long run, 
the »y should be made gradually in such fashion as to preserve the 
concern for individual people. I think a great deal of evidence can 
be demonstrated that it would be better to eliminate gestures in this 
direction entirely than to maintain ones that are empty of friendship 
and human concern. It would be much better to let the rogram go 
and make no pretense of maintaining it than to do it in a halfhearted 
and inadequate way. 
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For each of these examples of benefits that bave obtained from the 
international exchange we can also introduce examples of genuine 
deficits that have accrued in international understanding, because the 
programs have not been properly carried out. This leads us therefore 
to urge the committee to restore the full funds, and to ask that this 
program be permitted to continue on the scale requested. 


EXCHANGE STUDENTS AT HAVERFORD COLLEGE 


Mr. Perkins. Dr. White, you are president of Haverford College 
in Pennsylvania. 

Mr. Wuire. Yes. 

Mr. Perkins. Do you have any exchange students there? 

Mr. Wuirr. Yes, we do. We have more students who come at 
our expense than on the Government exchange programs, but we have 
both kinds. 

Mr. Perkins. In furtherance of a question that was asked by the 
chairman, earlier in the hearing, | wonder if you could tell us what 
your experience has been with the exchange students that you knew 
personally? Have you had any contacts with them since they have 
returned to their native land and if so, what is their reaction? 

Mr. Wuirr. We have many such students. I think one would 
have to say that the experience has depended on the individual and 
the care with which he was selected and handled during the time that 
he was in this country; also upon the amount of followup which there 
is with him after he returns. I know we have had some students for 
whom it was a mistake to come to the United States to stay as long 
as they did, or to take programs which they did. 

We have had many students who I think have been conspicuously 
successful, who have returned to their home countries with a genuine 
dedication to service, with an understanding of the United States and 
its problems, and the skill in interpreting it, but we have seen students 
at the college, and at other institutions, who have not so benefited. 

For example, I think of a student who came over and through some 
difficulty in assignment was assigned to an institution which was ob- 
viously incompetent to give him the kind of training he needed. He 
returned embittered and disappointed, with a rather low regard for 
the United States. I think we have had some students who had 
been permitted to come to the United States, who came for the trip 
rather than for the benefits that were going to result. 


PROCESS IN CHOOSING STUDENTS 


Mr. Perkins. You would say, then, that the selective process must 
be very carefully worked out in choosing these persons to attend 
our schools? 

Mr. Wuire. I think the experience all along the line with undere 
graduates, graduates, professors, and leaders, indicate that if you 
want the full benefits that have been claimed, you need to have a 
tailormade program. You cannot handle people in large groups 
mechanically, and, when you try to do that, you may get just as many 
harmful results as beneficial ones. 

Mr. Perkins. Thank you very much. 
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Mr. Perkins. We will now hear from Mr. Rice, who represents the 
American Veterans Committee. 
Do you have a prepared statement? 


AMERICAN VETERANS COMMITTEE, INC. 
STATEMENT OF ANDREW E. RICE, EXECUTIVE DIRECTOR 


PREPARED STATEMENT 

Mr. Rice. Yes, sir. 

Mr. Perkins. Would you like to offer the statement for the record, 
and then point out the things that, in your opinion, appear to be the 
salient features? 

Mr. Rice. I will be very glad to highlight it. 

Mr. Perkins. We will place your whole statement in the record. 

(The statement referred to follows:) 


STATEMENT OF ANDREW E. Rice, Executive Direcror or AMBRICAN VETERANS 
Commirrer, Inc. IN Suprporr or INCREASED APPROPRIATIONS FOR THE 
EDUCATIONAL EXCHANGE PROGRAM OF THE DEPARTMENT OF STATE 


Mr. Chairman and members of the subcommittee, I am Andrew E. Rice, 
executive director of the American Veterans Committee (AVC). I am testifying 
in favor of increased appropriations for the international educational exchange 
activities of the Department of State. 

Why should a veterans organization be concerned with legislation to promote 
educational exchange? 

There are several reasons, 

First, millions of veterans have served—and are still serving—in foreign lands. 
We who have been overseas have learned by firsthand experience how valuable 
personal contact can be in creating understanding and appreciation among 
peoples of different backgrounds. There have, of course, been frictions and 
tensions in some areas where American troops have been stationed, but on the 
whole we believe that America is better known and better loved in those lands 
where American soldiers have been on duty. If this is true under far from 
normal circumstances, how much more so is it true under the carefully planned 
programs which have been developed over the years by the Department of State. 

Second, we go further and recognize the need for developing mutual under- 
standing as thé underpinning of lasting peace. I think none will dispute that 
veterans have a very special and personal reason for supporting measures which 
help decrease the danger of war. 

‘lhird, as veterans we have, moreover, a special responsibility. Our organiza- 
tion, the American Veterans Committee, has recognized this by playing a leading 
role in creating and supporting the World Veterans Federation. Founded in 
1950, this international association of veterans organizations today has over 100 
affiliated organizations in 22 countries numbering close to 20 million members. 
In a little over 3 years lasting bonds of friendship have been built among veterans 
of many countries. We know from firsthand experience the value of exchange 
programs, 

Finally, as citizens we have a deep interest in all Government programs that 
involve citizen participation that provide an opportunity for people all over the 
country to take part. The exchange program is a “personal contact’’ program 
which reaches down to the grassroots of America. 

The reduction in funds voted by the House would not merely trim the current 
program; it would literally destroy large pieces of it. 

The American Veterans Committee therefore urges this committee to restore 
the $6 million eut out by the House. 


GENERAL STATEMENT 


Mr. Rice. We are a veterans’ organization, and the first question 
one might ask is: Why does a veterans’ organization come here to 
support the increased appropriations for the educational exchange 
program in the Department of State appropriation? 





j 


a IS 


eae 


AO 


een 





kh 





ps 


STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1819 


My statement lists four reasons, or probably more, but I wili 
summarize them very briefly. 

The first reason is that many of us who were in the service, many 
who still are, have served abroad, and had personal and intimate 
contact with the people of other countries, and it is our judgment, 
though certainly there are exceptions to the rule, that on the whole, 
America is better loved and better understood in countries where 
American troops have been stationed, and where they have had a 
chance to mingle with and meet the people of the country and 
elsewhere. 

Therefore—and this is not completely logical, perhaps—if that is 
true, under the normal conditions of troops being stationed, or occu- 
pying, or assisting in defending a foreign country, if it is true that 
troops, by their personal contact engender respect and affection on 
the whole, with some exceptions, then we conclude that it must be 
even more true in the case of a carefully worked out and well-devel- 
oped, carefully planned and selected program of the type operated 
by the Department of State. 

A second reason for our interest is, of course, a very personal one, 
in that we have faced the horrors of war, having fought, and we favor 
a program which we believe builds mutual understanding and trust 
and helps decrease the possibilities of another war, very simply. 

A third reason is because of our own experience in the last 3 years in 
the building of a new international organization, something like the 
one that the witness for the National Student Association talked about, 
and that is, the World Veterans Federation, which was founded in the 
fall of 1950, only 3% vears ago. It has grown now so that it has nearly 
20 million veterans affiliated with it in 22 countries, representing over 
a hundred separate veterans’ organizations. 

My organization, the AVC, has been very active in creating and 
supporting the World Veterans Federation, and the federation like 
many other private groups, is developing its own exchange-of-persons 
program in bringing veterans from one country to another, helping 
in their rehabilitation, and so forth. 

The first meeting of this group, incidentially, in the United States, 
will take place here in Washington from June 10 to June 14, with 
President Eisenhower meeting with the group and others. 

It is another example of world understanding being created by people 
getting together and learning about each other. It is particularly 
significant among veterans’ organizations which are traditionally the 
most nationalistic, most patriotic, in the sense that they are concerned 
primarily with their own country. This, I think, makes it even more 
significant than among other more traditionally world-minded groups, 
perhaps. 

Finally, as veterans, we are also citizens, of course, and we favor 
this program, because it is a citizen participation program in America. 
Many hundreds of these leaders and other grantees visit the small 
towns of America and American citizens actually participate in helping 
them come to know America. 

Our own chapter, for instance, in Atlanta, Ga., is one of the State 
Department contacts for Atlanta, and when they have a visitor 
a nhewspaperman or a doctor, or an organization leader, an educator 
whom they want to get to know something about the South, our 
chapter will be one of several contacts to whom they will refer them, 
in planning their itineraries. 
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Of course, what such a person wants to see is very much up to him, 
under this leadership program, but our chapter has helped a number 
of these visitors, and it gives a great deal of satisfaction to them, just 
as people, as American citizens, to be able to participate in a Govern- 
ment program. 

It is not like a lot of Government programs which are run and con- 
centrated solely in a bureaucracy in Washington. It is a program 
which involves many, many, many more people on a volunteer and 
unpaid basis at the grassroots level, than are employed professionally 
in the Government. 

So, for all these reasons, we want to see this program continued, 
and we certainly urge this committee to vote restoration of the full 
$6 milion which was cut by the House. 

Mr. Perkins. Thank you, Mr. Rice. 

Next we will hear from Dr. Kruse. 


AMERICAN FRIENDS SERVICE COMMITTEE 
STATEMENT OF CORNELIUS KRUSE, VICE CHAIRMAN 
PREPARED STATEMENT 


Mr. Kruse. Thank you. 

Mr. Perkins. I notice, Dr. Kruse, that you have a prepared state- 
ment. You may either read it in full, or you may offer it for the 
record and highlight it. 

Mr. Kruse. I think I’d better do the latter, if you please, sir. 

Mr. Perkins. All right. We will be very glad to place your 
statement in the record. 

(The statement referred to follows:) 


Testimony ReGarpina State DepartMENT INTERNATIONAL EXCHANGE, OF 
Persons ProGRAM APPROPRIATION BY CoRNELIUS Krush, Vics CHAIRMAN, 
AMERICAN Frienps Service CoMMITTER, PHILADELPHIA, Pa. 


My name is Cornelius Krusé. By profession I am a teacher of philosophy, at 
Wesleyan University in Middletown, Conn. I represent the American Friends 
Service Committee, of which I am a vice chairman and a member of its board of 
directors. I have been asked to present on behalf of the American Friends 
Service Committee testimony bearing on the proposed reduction by $6 million 
of the President’s request of $15 million for the international exchange of persons 
program of the Department of State. 

The American Friends Service Committee represents the Religious Society of 
Friends (Quakers) in national and international fields of social action. The 
committee was founded in 1917 to carry on relief and postwar reconstruction 
work in Europe. Since then, with a philosophy based on respect for the person- 
ality of the individual and belief in the power of love to overcome prejudice 
and suspicion, the committee has gone into areas of social and economic tension 
all over the world, with material aid and a sense of human fellowship, in an 
effort to promote international understanding. Currently it is carrying out 
extensive programs in 16 foreign countries. In this country, the service com- 
mittee, through its 13 regional offices, distributed nationwide, seeks to bring 
about better international relations and better human relations through service 
and educational programs for young people, programs in community relations, 
and through institutes of international relations and world affairs conferences. 

In all of these activities, both at home and abroad, the service committee has 
had frequent opportunity to observe the effectiveness of the exchange of persons 
program and has been impressed by its importance. The service committee 
feels that there are few undertakings quite so urgent as that of providing un- 
diminished, and if possible increased, opportunities for mutual understanding 
through the interchange of persons. Curtailment of the program at this time 
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when such understanding is more than ever necessary and so much misunder.- 
standing, unfortunately, prevails, would seem unwise and even tragic in its pos- 
sibly far-reaching consequences. 

Perhaps it may be appropriate to single out a few areas of our operations in 
which we have had direct experience with the value and significance of the inter- 
change of persons program. 

In our school affiliation program in which pupils and teachers in this country 
are linked in friendly intercourse with schools abroad we have been impressed 
with the vital role which a well-planned exchange program can play in the creation 
of a climate of good will and understanding. ‘One look,” an old Chinese proverb 
wisely says, “is worth a thousand tells.’”” When teachers of American schools 
interchange places with teachers from abroad, the beneficient repercussions affect 
not only the schools involved but the entire community to which the teacher 
returns. Both here and abroad such persons are asked by organizations in their 
home communities to tell over and over again the story of their experiences in the 
country which has shown them so much hospitality and friendliness. 

Foreign teen-agers, too, who come here under the State Department program, 
soon discard their distorted preconveived views of American and substitute there- 
for the intimate personal experiences of the courtesy, understanding and friendli- 
ness of their fellows. Our own teen-agers, in their turn, come to know actual 
persons rather than abstract stereotypes and in the atmosphere of the development 
of personal friendships, which often are long-lasting, come to appreciate the com- 
mon humanity that unites us all. Rufus Jones once remarked, when funds for 
our enterprises abroad were falling off: The trouble is we cannot see the faces of 
those in need. ‘Through a wise program of interchange of persons we and they 
see faces rather than abstract entities on maps. 

I should like also to refer to our observation of the value of this interchange of 
persons program in our international student seminar program which the Ameri- 
can Friends Service Committee has conducted in the past 7 years in the United 
States, Europe, Japan, and India. Approximately 3,000 students between the 
ages of 21 and 35, representing about 80 different countries, have participated in 
this program. These seminars have lasted from 2 to 7 weeks and the number of 
each group has varied from 25 to 55. In this intimate work with students, who 
live as in a large family, participating in the daily chores connected with group 
living, we have had, we feel, an unusual opportunity to observe how in this con- 
text attitudes change; how intolerance and initial misunderstanding and even 
hostility give way to mutual understanding, tolerance, and affection. Nothing 
can take the place of personal association in the removal of received prejudices. 

Foreign student interchange, we feel, has particular significance because of the 
unusual participation of foreign students in the political developments of their 
respective countries. In France, Italy, and especially in the Middle East and 
South Asia the influence of students curr ently is very great. In countries where 
but few persons receive higher education, it is but natural that university students 
quickly find themselves in positions of leadership and influence. It is of the 
highest importance, then, that opportunities be given such prospective leaders to 
learn at first hand, and convinced by their own experiences, what our country 
really is like. All of us on going abroad must have been astounded by the mis- 
conceptions about us that seem to prevail even in friendly countries. It is 
commonplace to observe that the mass media of our movies do not res ully give an 
adequate picture of the lives most of us lead. Over 34,000 foreign students and 
10,000 specialists and technicians are estimated to come to the United States for 
study and training each year. Elaborate documentation is not necessary to show 
that the best voice of America or, better, the best voice for America, is the voice 
of natives who return to their own country to speak about their pe rsonal firsthand 
experiences here, just as the only voice that we really listen to with complete trust 
is that of friends who have returned from a year abruad, The most effective 
way, it would seem, to counteract the fear and apprehension which, we are told, 
so many people have of American power is for foreign persons of present or 
prospective leadership and influence to live with us for a season and to come to 
learn what our day-by-day concerns and occupations really are and how far we 
are from dreaming dreams of power and lording it over other peoples. 

I could cite personal examples, we all could I’m sure, of the radical change in 
attitude that occurs over and over again, especially if foreigners have access to 
American home life, 

I am personally distressed to learn that the provisions of the Buenos Aires Con- 
vention cannot be carried out if the present reduction is maintained, As a former 
member of the Department of State’s Advisory Committee on the Exchange of 
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Students with Latin America, and through a 5 months’ visit of most countries in 
Latin America for the Coordinator’s Office, in 1943, I was greatly impressed with 
the great rewards in friendship and mutual understanding that resulted from 
our interchange program in Latin America. Everywhere I went from Mexico to 
Chile and the Argentine, former exchange students and teachers were uniformly 
cordial and eager to be of help. I became convinced that the genuine friendship 
of Latin Americans, so important to us at all times, could be ours if we gave wide 
opportunities for North and South Americans, especially students, to establish 
firm bonds of friendship through the intimate contaet provided by a well-planned 
and well-administered program of interchange. 

Another important point that should not be overlooked is that we cannot act 
responsibly in the role of world leadership that has been thrust upon us unless we 
come to know the people affected by our actions, their hopes, their fears, their 
aspirations and frustrations, their ideals and practices. Anthropologists are 
united today in calling to our attention that point 4 undertakings can be successful 
only if we know and esteem the people we try to help. The great majority of the 
American people cannot afford to travel widely abroad. An exchange program 
brings the world—34,000 students and 10,000 specialists and technicians each 
year—to our very doorsteps and provides opportunities for an understanding of 
persons representing many cultures other than our own that no amount of tourist 
travel could approximate, even if it were available. The American people are 
a generous people and in many communities, churches, schools, and service clubs 
make a special effort to make the foreign visitor in their midst feel at home. 

At this point the thought might arise: All of this is fine and good and true, but, 
since private work in this field is so important, could not private groups in this 
country take over what the Government has hitherto done. But a moment’s 
reflection upon the magnitude of the task, involving millions of dollars, will 
quickly provide the answer. Six million dollars may be a relatively small amount 
in the Nation’s budget, but it is a staggering sum for private agencies. True, 
without the response of the American people, referred to above, the interchange 
program, even if well-provided for financially, would fail. But it is in the partner- 
ship of government and people that the best results are always achieved. It is 
a precious heritage of our American way of life. One of the major effects of the 
relatively small Government-financed program is the stimulus it has provided, 
and the guidance it has given, to the counterpart development of private interest 
and action. Neither alone is adequate; each contributes to the effectiveness of 
the other. The hometown grassroots cooperation which the Government ex- 
change programs have encouraged represents one of the most significant ways 
in which private individuals in the United States can cultivate and feel their 
sense of responsible citizenship. It is also a living demonstration to our foreign 
visitors that democracy works here and that Government and private citizens 
work constructively together in this common participation. 

The world looks to us for the technical know-how which will increase the welfare 
of the vast numbers of people. They also look to us for a new faith and a new 
inspiration. Technical know-how without the spirit of mutual respect, under- 
standing, and friendliness would be hollow. We and our potential friends abroad 
need, as a returned Japanese teacher wrote us, ‘“‘to keep broad eyes to the world,” 
and, we might add, we also need deep faith in the power of good will and human 
understanding to help us through these present days of challenge and of oppor- 
tunity. Accordingly, may we hope that this distinguished committee will, after 
weighing carefully the provisions of this bill (H. R. 8067), see fit to recommend 
the restoration of the funds necessary to continue the exchange of persons program 
at its present level. 


GENERAL STATEMENT 


Mr. Kruse. I do want to say that my name is Cornelius Kruse 
and I happen to be professor of philosophy at Wesleyan University, 
and it may be somewhat rare to have a philosopher or student of 
philosophy coming before you. However, I am not really coming 
here as a philosopher; I am coming here as a representative of the 
American Friends Service Committee, of which I am vice chairman. 

I am replacing Lewis Hoskins, who is executive director, and who 
would have been here had he not been occupied in Geneva at the 
present time. 
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I have been asked to present this testimony, therefore, on behalf 
of the American Friends Service Committee, and I assume that every- 
body here knows what the American Friends Service Committee is. 
| happen to have been with it since it was 1 year old. I am aghast 
to think that I am with it when it is 37 years old, because e makes 
me wonder whether | am a Methuselah or what. When it was 30 
years old | was foreign service secretary for the entire re let program 
that stretched from Finland down across the belt of Europe, including 
places like Hungary, where we could not work at the present time, 
and then also in Asia and also in China, at that particular time. 

Mr. Perkins. I am sure that your observations will be of great 
interest to the members of the committee. 

Mr. Kruse. This committee was founded in 1917 to carry on relief 
and postwar reconstruction work in Europe and since that time, and 
largely, may I say, because of the support we get from the American 
people, we have been able to continue it. The F riends in this ¢ ountry 
are only about 118,000, I believe. 1 once said 120,000, and Rufus 
Jones, who was then still alive, our great leader, said, “Cornelius, that 
is a little strong.” I said, “You lop off whatever it is.” I think it 
needs lopping off about 2,000—-we are only 118,000 people, and at the 
time when | was executive director of the foreign work we had a 
budget of $7 million, se you can see that it would be impossible for 
118,000 to produce $7 million. It is the very, very large confidence 
and support that we get from the American public that makes it 
possible for us to carry on our work. 

In all of these activities, both at home and abroad, the service 
committee has had very frequent opportunities to see what actually 
happens when people enter into an interchange program of this sort, 
and people often wondered why Friends insist that when any re lief 
organization started anywhere, we send in persons. I remember that 
in 1947, we worked from March until November to get into Hungary. 
Why? Because the Russians were not understanding, not seeing “why 
we should want to have persons there. They said, “Let the Friends 
put in their milk, clothing, and so on, and we will distribute it here,”’ 
but the Friends insisted, and we said that the gift without the bearer 
is bare, and the personal touch must always be there, and lo and 
behold we finally did get in, and we had a very fruitful work for at 
least a year and a half. 

Of course, after that, we were requested to leave, but it shows 
how insistent we are in this personal contact. 


CONCERN FOR PROGRAM 


This is a program in which we have a very deep concern, I may say, 
the entire world over. We may be only 118,000. We are sprea id 
thinly all over the country. I think it would be fair to say that all 
over this country—and I was glad to see that one of our Friends, 
Vice President Nixon, testified here also, because, I am sure, he was 
speaking for Friends in general—and we feel very deeply that the hope 
of the world depends upon a kind of personal interest. To be sure, 
it must be rightly administered. Sometimes you have to step in in 
almost a drastic way. 
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I have been in Chile, and at one time there was pointed out to me 
a young man w ho was coming to the United States. “He is our 
best philosopher,” they said. 

Lo and behold, one fine day in July, I got a telegram from him 
saying, “I am in San Francisco, but apparently something has gone 
sour. Apparently, I am told that the scholarship that I expected, 
to the University of lowa, is no longer mine.”’ 

In that particular case I had to be Johnny-on-the-spot, and get in 
touch with a Friend, who was a friend of the president of the Univer- 
sity of Iowa, and say, ‘Look, boys, we cannot do that. This is going 
to be a terrible black eye if we do it.” So we got the man over. He 
went to the University of Iowa, and had his full time here, and became 
very friendly to the United States. 

You see how without a key person at the right time, this might 
have been just the opposite. 


SCHOOL AFFILIATION PROGRAM 


In our school affiliation program we have 244 schools abroad which 
are matched with schools over in this country. It looks small, but 
it is a big work which we have in France, Germany, Holland, and 
Italy, and, as I say here in my text, a very wise Chinese proverb says 
that “One look is worth a thousand tells.” 

When teachers of American schools interchange places with teachers 
from abroad, the beneficent repercussions affect not only the schools 
involved but the entire community to which the teacher returns. 

When you get teachers and pupils who have been, you may say, 
cultivated beforehand by this school affiliation program, and then 
teaching your students who come out of this program, and they have 
known each other by name through correspondence, and others come 
over, it makes a tremendous difference when others come in. 

I make the point somewhere in my text that the only voice of 
America, the only voice for America that really counts, is the voice 
from the person from here who has been over and comes back and 
tells his friends or vice versa. 

The only time that I ever lobbied on this Hill was some years ago 
when the Smith-Mundt bill first came into existence, and appropria- 
tions had been made for the Voice, but not a cent for the interchange. 

I recall calling out my friend, Ray Wilson, and saying, ‘Ray, I 
am not a lobbyist. I am a professor of philosophy. I have never 
lobbied. You know yourself that the only voice for America is the 
voice of persons through personal contact.” 

He said, ‘‘You are right’”’ and he was then powerful enough to have 
the Appropriations Committee have a night session. However, 
those were the days at the end of the session of Congress, and things 
were in such a turmoil that nothing came of it, but later, it did. 
However, I just indicated that to show the great feeling we have that 
the personal interchange is what counts. 

There is one activity that we have—and I do not know how well- 
known it is—which is called the International Students’ Seminar. 
I happen to be the chairman of the committee that arranges this 
and, as we say here in the text, there are 3,000 students between the 
ages of 21 and 35, representing about 80 different countries. 

These seminars have lasted from 2 to 7 weeks, and some mention 
has been made here as to what we do with these people later. 
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We run reunions for them abroad. We have reunions for them in 
Asia and we get the people who have had all of this experience in this 
country, who live together as a family, and let their hair down, you 
know, because they have to do the household chores. They live 
together as a family, and then they meet each other later. 

I have seen marvelous miracles, you may say, of reconciliation 
take place. 

You know, when I step up to what I think is an Indian boy and say 
“What part of India do you come from?” and he says Karachi, I know 
I have put my foot into it. We have Indian boys and Pakistan boys, 
and when you find after 6 or 7 weeks that they have put their arms 
around each other in spite of the fact that they do not approve of 
each other’s governmental policies, you know that something has 
happened. 

Just this last summer we had a seminar in Arizona, and we had an 
Israeli boy and a Jordan girl. I thought she looked Jewish. I would 
have taken her for an Israeli girl. She was not. In spite of the fact 
that they could not get together on policy, living together as they did, 
they got respect for each other and both of them saw that the problem 
was not a very simple one, but needed all the good will and under- 
standing that they could possibly have. 

As has been mentioned before, many of these people, of course, are 
going to be leaders, and there is going to be a voice of moderation, and 
all of us could give excellent examples of what has happened. 

I am personally distressed, as I say on the bottom of page 4, to 
learn that the provisions of the Buenos Aires Convention cannot be 
carried out if the present reduction is maintained. We want, of 
course, the entire program, as it has been carried out, restored, and 
if possible amplified, but as a former member of the Department of 
State’s Advisory Committee on the Exchange of Students with Latin 
America, and through a 5-months’ visit of most countries in Latin 
America for the Coordinated Office in 1943, I was greatly impressed 
with the great rewards in friendship and mutual understanding that 
resulted from our interchange program in Latin America. Every- 
where I went, from Mexico to Chile, and the Argentine, former ex- 
change students and teachers were uniformly cordial and eager to 
help. Iam convinced that the genuine friendship of Latin Americans, 
so important to us at all times, could be ours, if we gave wide oppor- 
tunities for North and South Americans to establish firm bonds of 
friendship through the intimate contact provided by a well-planned 
and well-administered program of interchange. 

When I came back, the State Department asked me: ‘Do the Latin 
Americans love us?” 

I said, ‘““That is funny. The first question they asked me in Latin 
America was: ‘“‘How long will the ‘Good-Neighbor Policy’ last?’ 

They do not like us to blow hot and cold. They are only too keen 
to realize whether we have an active freiendship. 


EXPERIENCE IN LIMA 


Let me give you this experience: 

I was in Lima, in a hotel and the State Department had given me, 
through the Embassy, a little buildup, a buildup that I was ‘there. I 
got in the hotel and the telephone rang and a very sweet voice said, 
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“T hear you come from the United States. May I see you?” This 
was Saturday. I said “‘By all means, come on Sunday. Let us have 
tea together.’”? When she appeared, a very lovely girl, I said, ‘‘What 
privilege is it that makes it possible for me to entertain you here?” 

She said, “You are a gringo and I had a wonderful year at Vassar, 
which I have never forgotten, as an exchange student I just wanted 
to shake your hand.”’ 

I said, ‘Let us do more. Let’s talk about this.” This was true 
everywhere [ went. 

This language business is also very important. I have a speech on 
language, too, as Dean Doyle, but I will not give it here. However, 
I have a speech that I give to friends. I say “I will not take their 
potions of interest in world understanding and peace seriously unless 
in every family among friends anywhere, 118,000 friends, there is 
somebody who is bilingual, because it makes a whale of a difference.”’ 
I was making the crossing from Santiago to Chile to Mendoza, and 
we had a terrible ride because a 100 mile an hour wind was against us. 
I was talking to a gentleman from Argentina in English because the 
passage was rough, while the passage was on, but after we got away 
from Mendoza, I said, “Would you mind from henceforth out ‘speaking 
to me in Spanish?” He said to me, “In Spanish?” ‘A gringo?” 
I said, “Of course I am.” 

He called to a man—the sea was now settled, so that people could 
walk about—in the rear. He said, ‘‘Come over here.’’ I said, ‘“‘What 
is wrong with me?” He said, “Come over here and look at this 
gringo.”’ I said, ‘‘What is wrong with me?” He said, ‘Here is a 
gringo who wants to speak Spanish.”’ I said, “Is that so unusual?” 
He said, “You are the first gringo that I met who wanted to speak 
Spanish and I am 50 years old.”” At once he invited me to dinner. 
I said, ‘Pray tell me. What do my other countrymen do when they 
come down here?’ He said, ‘““They go to our best hotels.’’ This 
may be a caricature: ‘““‘When they do not get instant attention, they 
think they are in Egypt and they clap their hands and say ‘For 
heaven’s sake, is there no one here who speaks English?” 

He then patted me on the back—I was somewhat younger then— 
and he said, “Young man, you will have no difficulty here in the 
Argentine,” and I had been told before I got down in the Argentine 
that that would be a hot spot. It was the opposite: The personal 
interchange is the only thing that really makes the difference. 

The chief philosopher in Latin America is really Francisco Romero 
in the Argentine. He sends his brother up to me. I have pictures 
of his children inscribed affectionately. 

So we are absolutely sold on this. The only point I want to bring 
up is one that must have occurred to this committee, and that is, if 
we and other Americans are so interested, would it not be possible for 
private agencies to take over when the Government has so many other 
expenses? A moment’s reflection upon the magnitude of the task 
involving millions of dollars, will quickly provide the answer; $6 
million may o a relatively small amount in the Nation’s budget, 
but it is a staggering sum for private agencies. 
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POSSIBLE FAILURE OF PROGRAM 


True, without the response of the American people, the interchange 
program, even if well provided for financially, would fail. It is in 
the partnership of Government and people that best results are always 
achieved. It is a precious heritage of our American way of life. One 
of the major effects of the relatively small Government financed pro- 
gram is the stimulus it has provided, and the guidance it has given to 
the counterpart development of private interest and action. Neither, 
alone, is adequate. Each contributes to the effectiveness of the 
other. Home town grassroots cooperation which the Government 
exchange programs have encouraged, represents one -of the most 
significant ways in which private individuals in the United States 
can cultivate and feel their sense of responsible citizenship. 

[ may say with respect to a point Mr. Gilbert White brought up, 
that on every college campus you have a person designated by the 
faculty, who is their particular adviser and counsel, and he is usually 
a devoted person, and these people have now a national organization, 
and things are running very much better than they used to, “let us say, 
15 or 20 years ago, so hardly ever do people come over in a haphazs ard 
way now. 

Therefore, the money that is spent now will reap greater returns than 
it would have in an earlier period. 

The world looks to us for the technical know-how which will increase 
the welfare of the vast numbers of people, but they also look to us 
for a new faith and a new inspiration. 

Technical know-how without the spirit of mutual respect, under- 
standing, and friendliness, would be hollow. We and our potential 

friends abroad need, as a returned Japanese teacher wrote us, ‘“‘to 
keep broad eyes to the world,” and we might add, we also need deep 
faith in the power of good will and human understanding to help us 
through these present days of challenge and of opportunity. There- 
fore, on behalf of the American Friends Service Committee, I re- 
spectfully ask this distinguished committee at least to restore the 
full amount that was asked for by our president and was supported 
by our vice president, also of Friends. 

Mr. Perkins. Thank you, Professor Kruse. We are all aware of 
the fine work that the American Friends Service Committee has done 
in both national and also in international fields, and we appreciate 
your interest in this program. 

Mr. Krusz. Thank you. 

Mr. Perkins. We would like to hear now from Mrs. Samuel Brown. 


NATIONAL COUNCIL OF JEWISH WOMEN 


STATEMENT OF MRS. SAMUEL BROWN 
PREPARED STATEMENT 


Mrs. Brown. I have a short statement here. 

Mr. Perkins. Would you please state your full name? 

Mrs. Brown. Mrs. Samuel Brown. The statement is on behalf of 
the National Council of Jewish Women, and with your permission, 
instead of talking from it, I would just as soon, since the hour is late, 
place the statement in the record or have it included in the record. 
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Mr. Perkins. We will be pleased to receive your statement and 
have it inserted in the record. If there are any other remarks you 
would like to make, we would be happy to have them. 

Mrs. Brown. We are asking, of course, that the appropriation that 
was cut by the House be restored by this committee. Thank you so 
much. 

Mr. Persins. Thank you. We will insert your statement in the 
record. 

(The statement referred to follows:) 


STATEMENT ON H. R. 8067 By THE Nationat CounciL or Jewish Women, 
New York, N. Y. 


Tha National Council of Jewish Women is deeply concerned about the proposed 
cuts in the international educational exchange program allestedbered by the 
Department of State. We urgently request you to restore the appropriations and 
to save this vital program. 

We are firmly convinced that the Government’s educational exchange program 
furthers the prestige of the United States; it contributes to a better understanding 
of the American way of life among other peoples, and provides a basis for knowledge 
of other cultures among our own people. ft is an effective way to counteract the 
animosity which has been built up against the United States. In these crucial 
times we cannot afford to curtail a program which has such potentiality for creating 
good will toward our country. 

The National Council of Jewish Women has been so impressed with the validity 
of educational exchange that we have conducted a program of our own. Since 
1946 we have brought nearly 100 students from 15 countries for study in the 
United States in fields of social welfare; and on completion of training they return 
to their countries to use the skills acquired here. We know that this program 
does more than to extend American know-how. It gives our students from 
other lands an opportunity to know Americans and American institutions. Back 
in their countries they are ‘‘ambassadors,”’ interpreting the United States to their 
own countrymen. 

As one of our French students wrote: ‘‘My educational experience in the United 
States opened my eyes to what is the meaning of the democratic way of life. I 
learned many things; but one of the most important is that Americans try sincerely 
to improve the situation of the common man.” 

In our own small program we have seen the beneficial results of this kind of 
exchange and we realize how much greater scope is afforded by the Government- 
sponsored program. We sincerely believe that the international educational 
exchange program under the State Department should be strengthened, and that 
the number of exchange opportunities should be broadened. 

The national board of directors of our organization, in session on April 8, 
adopted the following resolution: 


“STATEMENT OF THE ROARD OF DIRECTORS OF THE NATIONAL COUNCIL OF JEWISH 
WOMEN ON THE INTERNATIONAL EDUCATIONAL EXCHANGE PROGRAMS APRIL 8, 
1954 


“The National Council of Jewish Women, an organization of over 100,000 
women throughout the United States, is firmly of the belief that the present inter- 
national educational exchange programs of our Government are of paramount 
importance in promoting good international relations at a time when they are 
vitally needed, and in furthering an understanding of the United States in other 
countries. 

‘As an active expression of its own faith in the essentia! value of these programs, 
the National Council of Jewish Women since 1946 has instituted a series of scholar- 
ships for advanced study in fields of social welfare and education by qualified 
students of other countries in the colleges and universities of the United States. 

“The results already achieved by this program have been highly successful, and 
offer proof that the exchange students return to their homelands with an enhanced 
appreciation of the American way of life, of the American concepts of freedom and 
individual worth, and with a training in American techniques for use in their 
chosen fields. 

“Tt is therefore with the gravest concern that the National Council of Jewish 
Women notes the recent action of the Appropriation Commuttee of the House of 
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Representatives in recommending a substantial cut in the budget of the Depart- 
ment of State devoted to the effectuation of these programs. 

“Therefore the national board of directors of the National Council of Jewish 
Women urges on the Congress of the Umted States that the existing international 
educational exchange programs now fostered by the United States be continued 
in full foree and effect without any retrenchment or diminution whatever; 

‘‘And the national board of directors urges upon the respective Appropriation 
Committees of the House and of the Senate, and upon the Congress at large, 
that they reinstate in the budget of the Department of State the moneys requested 
by it for the effectuation of the international educational exchange programs of 
our Government.” 


Mr. Perkins. We will now hear from Selma M. Borchardt. Will 
you state your full name, and whom you represent? 


AMERICAN FEDERATION OF TEACHERS 
STATEMENT OF SELMA M. BORCHARDT 
PREPARED STATEMENT 


Miss Borcuarpt. Selma Borchardt, representing the American 
Federation of Teachers. 

Mr. Perkins. Thank you. 
F* Miss Borcuarpt. The statement is brief, and if 1 may comment 
on it? I think we will save time. 

Mr. Perkins. We will be pleased to receive your statement and 
have it printed. You may summarize it in any manner you see fit. 

(The statement referred to follows: ) 


STATEMENT OF SevtmMA M. Borcuarpt, Vice PRESIDENT AND WASHINGTON 
REPRESENTATIVE, AMERICAN FEDERATION OF TEACHERS 


The American Federation of Teachers joins here with thousands of other public- 
spirited citizens to urge the restoration of the $6 million taken from the bill in the 
House for the maintenance and development of the cultural exchange program. 
We take an especial proprietary interest in this program. 

For 10 years before the program was started, as the record shows, we urged that 
it be established. We are proud to recall that former Representative Henry 
Cooper, of Wisconsin, introduced a bill over two decades ago, encompassing much 
of the work that this program now provides. Perhaps some of you may remember 
this scholarly, forthright, courageous public servant from Wisconsin. He was 
steeped in the great liberal traditions of his State. We are proud to recall that 
when this gentleman from Wisconsin introduced that bill, he said, ‘‘I am delighted 
that the representative of the American Federation of Teachers selected me to 
sponsor this legislation. It is a step toward helping man live more happily with 
his fellow men, Through this legislation we shall appoint educational attaches as 
today we have Army and Navy attaches. Perhaps as the project we propose 
today grows, we shall have less need for men trained for bloody battle. tt is the 
truth that makes us free, and if we can spread a knowledge of the truth among all 
men and all nations, we can win the battle for universal justice through the minds 
of men, and we shall not then have to try to win empty victories in combat.” 

That was said long before we saw the early lines for World War II even dimly 
on the horizon. 

Then, in 1937 the cultural affairs program was launched in the Department of 
State. The imminent threat of war, and soon the war itself, forced us as a Nation 
to develop the program rapidly. Any vast undertaking as this is, when suddenly 
extensively developed, is bound to have many flaws in its administration. The 
program becomes at first something of a trial and error procedure. In any new 
program we explore possible approaches; we continually reevaluate adminis- 
trative procedures. We are sure of only one thing in the present program; we are 
sure of our objectives. We know we want to make our people know our America 
more fully and be better equipped to interpret our message to the world. We 
know also that the best way to win respect for our America abroad is to have 
visitors from abroad know us better, see us firsthand—in action. 
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Now, of course, as this vast program got underway we found some people who 
administered parts of it superior to some others. Some few who had had rich, 
broad experience in international cultural affairs were put on the Department’s 
staff. Others “came in on a wing with but little prayer,” others “meant well,” 
but had little knowledge of other countries or of our own. We admit quite 
frankly that the professionally unqualified were, at times, put on the staff, along 
with scholars, with men and women who had both wisdom and rich experience. 

Many of the unqualified had been dropped; others have taken themselves out: 
actually, to be qualified for this tremendously important work requires knowledge, 
training, skill; a sensitive awareness of the feelings of others, and a dedicated spirit 
to further a consecrated cause. 

We state these facts here because in some places attacks have been made on 
the program itself because, at times, some man or some woman connected with 
the program has shown himself to be inadequate. They lose sight of the program 
and of its valuable and indeed necessary objectives. And most of all, those 
who attack the program fail to see the demonstrative good that has come from it. 
and through it, in all parts of the world. 

Many witnesses have given you statistical data on the program’s operations, 
of the thousands of persons who have been helped by it, and of the thousands 
more who have been helped because of it. 

True, we have many suggestions to offer on how we believe the usefulness of 
the program can be even further increased. Both the American Federation of 
Labor and the American Federation of Teachers have urged for what we believe 
to be constructive, administrative, changes. So have many other organizations, 
and many other qualified persons. We would here, by way of example, refer 
specifically to some of the wise, constructive suggestions for administrative 
changes made in the report of the committee which went to the Far East. This 
committee has officially recommended that a greater portion of the orientation 
program of the peo»ole of Asia who would participate in this program, should be 
carried on in the Philippines and the Hawaiian Islands. This anpears to us to 
be a very sound suggestion. The plan which a fine member of this committee, 
and a very able member of the House Committee on Foreign Affairs propose, 
involving the expansion of a cultural pilot project with our Scandinavian friends, 
merits, it seems to us, serious administrative consideration. The demand for 
administrative changes and developments is in itself sound proof of the dynmaic 
quality of the program, 

To give our country greater opportunities for cooperative leadership, to give 
our people richer experiences in seeing a dynamic democracy at work, and to 
give hope and assurance to those who look to America for help, we urge that the 
full $6 million be restored. We do firmly believe that this program has a tre- 
mendous value in helping us keep the peace and win us such strong support 
throughout the world that all men of good will will let us join with them even as 
they join with us, that we may each share the material, moral, and spiritual 
riches of the others. 


GENERAL STATEMENT 


Miss Borcnarptr. The American Federation of Teachers joins here 
with thousands of other public-spirited citizens. to urge the restoration 
of the $6 million taken from the bill in the House for the maintenance 
and development of the cultural exchange program. 

We take an especial proprietory interest in this program. 

For 10 years before the program was started, as the record shows, 
we urged that it be established. We are proud to recall that former 
Representative Henry Cooper of Wisconsin, introduced a bill over 
two decades ago, encompassing much of the work that this program 
now provides. Perhaps some of you may remember this scholarly, 
forthright, courageous public servant from Wisconsin. He was 
steeped in the great liberal traditions of his State. We are proud to 
recall that when this gentleman from Wisconsin introduced that bill, 
he said: 


I am delighted that the representative of the American Federation of Teachers 
selected me to sponsor this legislation. It is a step toward helping man live more 
happily with his fellow men. Through this legislation we shall appoint educa- 
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tional attachés as today we have Army and Navy attachés. Perhaps as the proj- 
ect we proposed today grows, we shall have less need for men trained for bloody 
battle. It is the truth that makes us free, and if we can spread a knowledge of 
the truth among all men and all nations, we can win the battle for universal 
justice through the minds of men, and we shall not then have to try to win empty 
victories in combat. 

That is a direct quote from the Congressional Record at the time 
he introduced it showing how long ago this program was being advo- 
cated from Wisconsin and other places. 

That was said long before we saw the early lines for World War II 
even dimly on the horizon. 

Then, in 1937 the cultural affairs program was launched in the 
Department of State. The imminent threat of war, and soon the 
war itself, forced us as a nation to develop the program rapidly. 
Any vast undertaking as this is, when suddenly extensively developed, 
is bound to have many flaws in its administration. The program 
becomes at first something of a trial and error procedure. In any 
new program we explore possible approaches; we continually re- 
evaluate administrative procedures. We are sure of only one thing 
in the present program; we are sure of our objectives. We know we 
want to make our people know our America more fully and be better 
equipped to interpret our message to the world. We know also that 
the best way to win respect for our America abroad is to have visitors 
from abroad know us better, see us firsthand, in action. 

Now, of course, as this vast program got underway we found some 
people who administered parts of it superior to some others. Some 
few who had had rich, broad experience in international cultural 
affairs were put on the Department’s staff. Others “came in on a 
wing with but little prayer,’ others “meant well,” but had little 
knowledge of other countries or of our own. We admit quite frankly 
that the professionally unqualified were, at times, put on the staff, 
along with scholars, with men and women who had both wisdom and 
rich experience. 

Many of the unqualified had been dropped; others have taken them- 
selves out; actually, to be qualified for this tremendously important 
work requires knowledge, training, skill; a sensitive awareness of the 
feelings of others, and a dedicated spirit to further a consecrated cause. 

We state these facts here because in some places attacks have been 
made on the program itself because, at times, some man and some 
woman connected with the program has shown himself to be inade- 
quate. They lose sight of the program and of its valuable and indeed 
necessary objectives. And most of all, those who attack the program 
fail to see the demonstrative good that has come from it and through 
it, in all parts of the world. 

Many witnesses have given you statistical data on the program’s 
operations, of the thousands of persons who have been helped by it, 
and of the thousands more who have been helped because of it. 

True, we have many suggestions to offer on how we believe the use- 
fulness of the program can be even further increased. Both the 
American Federation of Labor and the American Federation of 
Teachers have urged for what we believe to be constructive, adminis- 
trative changes. So have many other organizations, and many other 
qualified persons. We would here, by way of example, refer speci- 
fically to some of the wise, constructive suggestions for administrative 
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changes made in the report of the committee which went to the Far 
East. Dr. Judd’s committee is what we refer to. 

This committee has officially recommended that a greater portion of 
the orientation program of the people of Asia who would participate 
in this program, should be carried on in the Philippines and the 
Hawaiian Islands. This appears to us to be a very sound suggestion. 
The plan which a fine member of this committee, and a very able mem- 
ber of the House Committee on Foreign Affairs propose, involving the 
expansion of a cultural pilot project with our Scandinavian friends, 
merits, it seems to us, serious administrative consideration. The 
demand for administrative changes and developments is in itself 
sound proof of the dynamic quality of the program, We do not seek 
to improve administratively a project of which we do not approve. 
It is because we see the work of the project that we seek to perfect it 
administratively. 

To give our country greater opportunities for cooperative leader- 
ship, to give our people richer experiences in seeing a dynamic 
democracy at work, and to give hope and assurance to those who 
look to America for help, we urge that the full six million dollars be 
restored. We do firmly believe that this program has a tremendous 
value in helping us keep the peace and win us such strong support 
throughout the world that all men of good will will let us join with 
them even as they join with us, that we may each share the material, 
moral, and spiritual riches of the others, 

We certainly hope that the committee will restore this fund and 
may I say we hope that the conferees, for we have faith in what this 
committee will do and what the Senate will do, will make an ardent 
and determined fight to keep the funds. 

Mr. Perkins. Thank you. 

We will hear now from Miss Sally Butler, of the General Federation 
of Women’s Clubs. 


GENERAL FEDERATION OF WOMEN’S CLUBS 


STATEMENT OF MISS SALLY BUTLER, LEGISLATIVE RESEARCH 
DIRECTOR 


PREPARED STATEMENT 


Miss Butuer. I am Sally Butler, legislative research director of the 
General Federation of Women’s Clubs. Of course, my statement is 
printed, and I am only going to make some remarks about it because 
of the lateness of the hour, and I think it will be just as effective. 

Mr. Perkins. We will be glad to insert your statement in the record. 

(The statement referred to follows:) 


STATEMENT ON INTERNATIONAL EpUCATIONAL EXCHANGE PROGRAM 


I am Sally Butler, legislative research director of the General Federation of 
Women’s Clubs. This organization has a membership of more than 5 million 
women in the United States of America and approximately that number in 42 
other countries, territories, and possessions. 

The General Federation of Women’s Clubs is extremely interested in the 
international educational exchange program, having had resolutions concerning 
international relations for many years, and has promoted a program of education, 
good will, and better understanding among nations by , ee a scholarship 
program ‘through our General Federation of Women’s State federations. 
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HKighty-seven foreign exchange students have been awarded $34,393 during the 
past 2 years. For better international relationships we have also conducted 
world tours composed of members of the General Federation of Women’s Clubs. 
The fifth such tour just returned to the United States, April 26, 1954. 

It is the conviction of the leaders of the General Federation of Women’s Clubs 
that through education lies the greatest hope for world understanding, and ulti- 
mately, the road to peace. 

The General Federation of Women’s Clubs is convinced that this is a two-way 
program of education. We must know more of other nations, their background, 
their hopes, their potential and their real aims toward the United States of America, 
But it is even more vital that smaller and less-privileged nations know more of the 
United States. They, too need to know our background, our hopes, our aims. 
They must know ours is no pores of agression. ‘They need to know of our love 
of freedom for the individual and to know that because of our way of life we have 
greater freedoms, more liberty, and greater opportunities. 

The General Federation of Women’s Clubs believes that this purpose can best 
be achieved by oe contacts, firsthand knowledge, and through individual 
participation. Hence the General Federation of Women’s Clubs endorses without 
reserve such programs as set up by our Government under the Smith-Mundt 
Act passed by the 80th Congress and the Fulbright Act passed by the 79th 
Congress. 

The General Federation of Women’s Clubs believes in economy in Government. 
But our women know, too, that there can be false economy. It would appear 
to the leaders of the General Federation that any cut in the very small budget 
of the international educational exchange program is an example of false economy. 
The budget asked for only $15 million—a very modest amout as Government 
budgets go, and very small indeed in comparison to the tremendous good that 
comes from the personal contacts and better education for individuals, such as is 
possible through the international educational exchange program. ‘This is true 
regardless of which way the exchange is working. 

I do not have to tell this committee the purposes and aims of the international 
educational exchange program. You know, too, that the $15 million budget 
requested does not mean that the full amount would come from the taxpayer at 
this time, but that about half of that sum represents tax money spent previously 
and now being paid back by foreign countries to the United States in their own 
currency. You know, also, that the drastic cut in this program would mean 
that educational exchange programs would be eliminated in approximately 46 
countries and that our aid in the educational field to Latin American neighbors 
would be curbed, if not eliminated entirely. Just this alone seems to be a very 
strange procedure when it is so vital for the Americas to be greater friends and 
cooperate in the interest of themselves and the free world. 

The international educational exchange program is one of the least expensive 
of all our cooperative programs, and should be carried forward at a reasonably 
increasing rate rather than cut if we in Christian nations want to help preserve 
the spiritual freedom and values as enjoyed among free peoples. This is a 
program which we believe all good citizens of the Uuited States wish promoted 
and continued because of its vast influence. s'herefore it is not a partisan issue, 
and the promises of economy in Government must not be carried out because it 
may seem expedient or a possible source of more votes. That would be sheer 
folly because any reduction in Government expenditures which could be made 
by the reduction of the budget of the international educational exchange program 
by $6 million is too trifling to make any impression on budgets such as are before 
the budget committees of our Congress. Though it might look like an economy 
measure on paper, we know in fact it will have little influence upon the national 
budget as a whole. 

The General Federation of Women’s Clubs urges this committee to do every- 
thing in its power to maintain this particular budget at its requested level. 

This program is really a twofold one, It is for the benefit of our own country 
and it is a program which will be of help to free people everywhere. 

Mrs. Oscar A. Ahlgren, the president of the General Federation of Women’s 
Clubs, who returned from Europe on April 26, 1954, has said time and again that 
in her tours around the world she found that the best ambassadors for the United 
States were those people who had been able to spend some time in the United States 
of America. Therefore, gentlemen, the General Federation of Women’s Clubs 
wants you to vote for the requested appropriation for the international educational 
exchange program. 
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Miss Buriter. We do represent wives, mothers, and sisters. We 
are 5 million strong, a little better than that, in the United States and 
we have about 5 million in 42 other countries. It is an international 
organization. 
is For the record, I would say something that is not there. I, myself, 
have been president of an international group, the Business and Pro- 
fessional Women, and in that capacity have been across 5 times since 
1946 and through that personal experience I know the value of this 
type of program, so I would like to make a few comments on what I 
have written. 

Mr. Perkins. I am quite sure that the members of the committee 
are aware of the great contributions made by the BPW. 

Miss Burier. Yes, I believe they do know that. This organiza- 
tion, the General Federation of Women’s Clubs, has just completed 
its fifth goodwill tour. It was a world tour. Our president came 
home the 25th of April. Also in the last 2 years the General Federa- 
tion of Women’s Clubs had 87 exchange students on which they spent 
$34,393 asa group. That is not the Government group, and we feel 
so very keenly that it is the personal contacts, the real understanding 
that we get when people go from one country to the other, come from 
here or go over there, and we do know it is a two-way program, that 
give the lay persons—millions of them—the real understanding of 
another nation. 

I know from the fact that I made it my business to get into homes, 
that when they are cooking or when they are doing something, if 
you go in and talk to them you get a different attitude. Because of 
that we know that the exc hange program, which in fact is a very 
small amount of money as appropriations go, to a group of women is 
a tremendous amount. In fact, it is a small appropriation in com- 
parison to the amount of good derived from it. 

We were conscious of the fact that individuals must be sold because 
what top echelons do in the different countries, if it is not understood 
by the people themselves, is not as successful as it might be and 
could be and would be, and therefore our organization does believe 
that this committee should recommend, and we hope that the Senate 
will approve in the final analysis, that this appropriation, as suggested 
by the President, be restored and carried on. 

Incidentally, the General Federation of Women’s Clubs did hold 
last October here in Washington, an interim American conference. 
We invited women to come from South America, and we had a 3-day 
session which Government officials attended and gave much explana- 
tion when we asked them to, from the State Department and from the 
different areas. They came and explained to those women, and we 
felt it was one of the most successful things that our women had done 
in a long time. Because today we are very anxious, as we should be, 
that there be good inter-American relations, we believe that we 
should not cut on a program which might eliminate what we are doing 
in South America. It is rather vital. I am sure that the organiza- 
tion would feel very badly if we curtailed or maybe made it possible 
that we could not have the program at all, so, as a representative of 
the General Federation of Women’s Clubs, they sent me here to urge 
this committee to support the request of money. 
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Mr. Perkins. Thank you, Miss Butler. We appreciate your in- 
terest in coming before this committee, representing such a fine and 
large group of active women throughout our country, and other coun- 
tries also. 

Miss Buruer. Thank you, sir. 

Mr. Perkins. Mr. Momsen, we will be happy to hear from you. 
You have a prepared statement that we will offer for the record and 
you may highlight it, or you may read it. 


STATEMENT OF RICHARD P,. MOMSEN, CROSS RIVER, N. Y| 
GENERAL STATEMENT 


Mr. Momsen. Thank you very much, 

My name is Richard P. Momsen. I am an American citizen and 
have resided in Brazil for the past 41 years. The American Chambers 
of Commerce for Brazil, established in Rio de Janeiro and Sao Paulo, 
which are composed of both Americans and Brazilians, sponsor the 
American schools in those cities. They have asked me to appea 
before this committee to urge you to reinstate in the iitinetation 
bill for the Department of State, the allocation of aid to the American- 
sponsored schools in Latin America. 

Although I am authorized to speak only for the two American- 
sponsored schools in Brazil which have been receiving benefits under 
the program, I am sure that I also voice the sentiments of the nationals 
and Americans in the other Latin American countries who share in 
this modest but very helpful assistance. 

[ read with much interest the statement of Dr. Doyle in connection 
with the visit of Dr. Milton Eisenhower and I may say that I had 
personal contact with him when he was there. He made a very com- 
prehensive study of the economic, military, political, and cultural 
relationships between our countries and he made some very construc- 
tive recommendations for our overall policies relating to Latin America. 
I can speak from my own contact with Dr. Eisenhower in Brazil that 
his investigations of this and the other subjects of his recommenda- 
tions were made with the greatest care and thoroughness. We hope 
they will be given serious consideration by this committee and by 
Congress. 

Speaking from personal knowledge of our schools in Brazil and 
particularly the American school in Rio de Janeiro, of which I was 
one of the founders and since its inception have been one of its ardent 
supporters, permit me to say that it is doing an outstanding perform- 
ance in Brazilian-American relationships. 

I do not wish to minimize the important role it plays in affording 
educational facilities comparable to those in this country to the chil- 
dren of our Foreign Service officers, to those of our missions for 
hemispheric defense, to those of technicians in health and other 
essential services, and to our ever-increasing American business 
community. 

In this sector I can give no better example of the high standards of 
these schools than to say that our four children who attended the 
American school at Rio de Janeiro have all been admitted to colleges 
in the United States. 
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However, the principal points I wish to emphasize relate to the 
value of these schools in furtherance of the good-neighbor policy. 
In the Rio de Janeiro school, for example, with an enrollment of 551, 
more than 200 students are of nationalities other than American 
and more than one-half of these are Brazilians. If our facilities 
were greater the number of Brazilians would be much larger to take 
care of the ever-increasing number who wish to pursue their higher 
education, particularly in the fields of engineering and other highly 
specialized branches, in the United States. 

Formerly they were accustomed to attend European universities 
but they are now coming to this country in ever-increasing numbers. 
Frankly, I know of no better avenue of promoting friendly mutual 
understanding than by encouraging an interchange of students with 
the countries of Latin America, 

Of the 40 teachers at the Rio de Janeiro school, two-thirds are 
Brazilian citizens and 8 are Americans. Teaching is done in Portu- 
guese and English and the students not only have the advantage of 
instruction by teachers of nationalities other than their own but the 
linguistic opportunities prepare the students for their future careers 
in either Brazil or the United States. 

The social contacts which Brazilian children maintain with Ameri- 
can children extend far beyond a person-to-person basis. These 
associations besides establishing life long friendships also give the 
Brazilians an insight into the American way of life, and the American 
children an opportunity to have a more intimate contact with Brazilian 
family life. These are very important factors in the overall picture 
of maintaining and further strengthening the great bond of friendship 
between our two countries. 

Although the House has considerably reduced the present appro- 
priation, the bill before you maintains an appropriation of more than 
$7 million for the international educational exchange program in 
areas of the world other than Latin America. Without in any way 
attempting to minimize the importance of maintaining educational 
exchange programs in other areas, those of us who live in Latin America 
are constantly confronted with the challenge that the United States 
has been pouring out billions of dollars to Europe and the Far East 
but has been neglecting this hemisphere which also needs our help and 
cooperation. 

It seems logical and sound that the very small sum of only $135,000 
for assistance to American-sponsored schools in Latin America should 
be reinstated in the bill now pending before you, and I earnestly 
hope that a larger figure may be set aside or at least the present 
appropriation be maintained. Thank you. 


AMERICAN-SPONSORED SCHOOL IN BRAZIL 


Mr. Perkins. Mr. Momsen, I notice that you were one of the foun- 
ders of this American-sponsored school in Brazil? 

Mr. Momsen. Yes, sir. 

Mr. Perkins. Would you outline to us in some general way the 
manner in which these native Brazilians are selected to attend this 
school? You say about one-half of the students who attend are 
Americans and the other half Brazilians. 

Mr. Momsen. Not quite one-half, but a fairly substantial percent- 
age of the Brazilians. It usually comes about in this way: That we 
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have a tremendous demand for entrance into the school. We have 
many, many more applications than we could possibly take care of 
and the selection is done by the faculty, especially having in mind 
what the child’s ultimate desire is to be. In other words, if possible 
there must be some interest in his future and the relations between the 
United States and Brazil, if that is possible to ascertain. 

For instance, if they have some knowledge of the English language, 
that is an advantage to have in coming to our school. We have them 
from all classes of Brazilian life. A good many children of American 
businessmen who would like eventually to send their children to this 
country, send their children to our school. 

I believe that that is perhaps the greatest factor of influence enter- 
ing into the desire to become matriculated in the American school in 
Brazil in Rio de Janeiro or Sao Paulo; in other words, many parents 
feeling that the former European influence has shifted to the United 
States and that the commercial and cultural relationships between 
South America and North America today are greater than they are 
between South American and Europe. They feel that it is an ad- 
vantage to their children to eventually, especially if they are going 
into some technical line, to have an American education. 

| know a number of Brazilian families. I know a father, for in- 
stance, who had been educated at a university in this country, who 
prefers to send his children, at least for some time, to an American 
school in Brazil, one of the reasons being that our schools qualify the 
students to enter almost all of our universities. 


CONTRIBUTION TO EXCHANGE SYSTEM 


Mr. Perkins. Then, in your opinion, these American-sponsored 
schools in Latin America make a great contribution to the exchange 
system? 

Mr. Momsen. I certainly do. I think they are making a great 
contribution. The part which the Government contributes is really 
nominal, It is very, very small. I do not believe it runs more than 
between 1 and 2 percent of the total outlay. 

The one in Rio was built at very, very great sacrifice. At that 
time our community was not very large. As I say, I have been in 
Brazil 41 years. We have had various efforts in founding schools 
comparable to those in this country, and it was only after many 
years of great difficulty and sacrifice on the part of many of us that 
we were able to establish this school, which is really now on a sound 
basis. 

Mr. Perkins. Thank you, Mr. Momsen. 

Mr. Momsen. Thank you very much. 

Mr. Perkins. We appreciate your interest in coming here. 


INTER-AMERICAN SCHOOLS SERVICE 
STATEMENT OF WILLIAM E. DUNN, DIRECTOR 
PREPARED STATEMENT 
There will be inserted in the record a statement by William E, Dunn, 


Director, Inter-American Schools Service, on the work of American- 
sponsored schools throughout Latin America. 
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(The statement referred to follows:) 


SravTeMENT BY WiLLIAM EF. Dunn, Director, tae INTER-AMERICAN SCHOOLS 
SERVICE 


The Inter-American Schools Service, an office of the American Council on 
Education in Washington, was created by congressional action in 1942 for the 
purpose of aiding and coordinating the work of American-sponsored schools 
throughout Latin America. Financia) aid and professional advice have been 
given to some 25 strategically located, nonsectarian, nonprofit, community-type 
schools on the elementary and secondary levels. Originally devised as a counter- 
influence to Axis oriented schools, this inter-American program has been con- 
tinued until it is today perhaps the most effective and economical single instrument 
of good will and mutual understanding between the United States and Latin 
America that is in existence. It is as effective a deterrent to the spread of com- 
munistie doctrines today as it was to Axis propaganda during World War IT. 

In practically all important cities of Latin America where a considerable 
American colony is engaged in commerce and industry, these community-type 
schools were originally started to provide much-needed educational facilities for 
American children who were too young to be sent back home to school. At first, 
these schools catered almost exclusively to American pupils, but in the spirit of 
the good neighbor they have gradually admitted more and more Latin Americans 
until the latter now considerably outnumber the former. Most of the instruction 
is given in English, and the curricula reflect American methods and ideals. This 
combination of nationalities has resulted in a uniquely efficient system of educa- 
tion at the grassroots level, where the children of both American and Latin- 
American nationalities become bilingual and binational in their outlook. Ameri- 
can children profit greatly by close association in study and play with their Latin 
American neighbors, and Latin American children obtain an American education 
without leaving their own country, continuing their college careers in the United 
States without difficulty if they do so desire. The fusion of nationalities creates 
lasting friendships and mutual appreciation of each other’s languages, cultures, 
and customs, not only on the part of the children themselves but of their parents 
relatives, and friends. These schools are veritable nurseries of inter-American 
amity and mutual tolerance on a permanent basis. 

In addition to the community-type schools mentioned, there also exist through- 
out Latin America some 290 additional American schools sponsored by various 
church denominations, both Catholic and Protestant, and by large companies 
operating in isolated localities. These schools are not entitled to financial aid, 
but may receive professional advice in regard to teachers and curricula if they 
so request. The total annual attendance at schools of all types averages around 
80,000 pupils. 

The church-sponsored and company-operated schools are of course entirely 
self-supporting. The community-type schools which receive modest grants-in- 
aid through the Inter-American Schools Service are 98 percent self-supporting. 
In the fiscal year 1953-54 the United States Government appropriated the sum 
of $128,250 to this program, as compared with $220,000 when the program was 
first authorized in 1942. Throughout the 12 years of its existence the program 
has been administered by the American Council on Education, a nonprofit, non- 
governmental association of American universities and educational bodies, with 
which the Department of State enters into an annual contract for this purpose, 

On his recent tour of South America, Dr. Milton Eisenhower visited a number 
of these American-sponsored schools and recommended in his report to President 
Eisenhower that the appropriation for the Inter-American Schools Service be 
modestly increased to $150,000 or $175,000. The Department of State has 
requested $135,000 for this purpose for fiscal 1954. Although a great deal more 
money could be profitably used in this work of molding better hemispheric rela- 
tions, the amount requested will enable the Service to be continued on the 
present modest basis until ways and means can be devised for enabling the 
schools to stand entirely on their own feet 

This small sum, distributed among the various independent, community-type 
schools, means a great deal more in most cases than the actual money involved. 
It enables the schools to have access to a clearinghouse of advice and information 
in Washington, where they can obtain teachers, devoted to American democratic 
ideals, and keep themselves abreast of modern educational progress. The grant 
also provides much-needed dollar exchange in countries where exchange control 
regulations make dollars difficult to obtain except through black-market opera- 
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tions at exorbitant rates. In many cases these small grants constitute the differ- 
ence between operating in the black or in the red 

The United States Government has a tremendous bargain in inter-American 
relations through the instrumentalities of these already existing schools. One 
has only to see them in operation to realize their unique value both as educational 
aids and as creators of good will and understanding It would be a grievous 
mistake to cripple the Inter-American Schools Service through further reduced 
appropriations. Its funds should be earmarked for the full amount requested 
by the Department of State or preferentially for the maximum amount recom- 
mended by Dr. Milton Eisenhower. 


PREPARED STATEMENTS 


Mr. Perkins. I would like to insert in the record at this point the 
prepared statement of J. L. Morrill, Chairman, United States Ad- 
visory Commission on Educational Exchange, and president of the 
University of Minnesota; also the prepared statement of John A. 
Baker, assistant to the president, National Farmers Union, on the 
exchange program; and also a summary of laws pertaining to the 
international educational exchange program. 

(The material referred to follows: ) 


SraTEMENT BY J. L. Morritt, CHAIRMAN OF THE UNITED Srates ADVISORY 
COMMISSION ON EDUCATIONAL EXCHANGE AND PRESIDENT OF THE UNIVERSITY 
or MINNESOTA 


As Chairman of the United States Advisory Commission on Educational 
Exchange I appreciate the opportunity to express to this committee my con- 
viction as to the present and continuing importance and value of the interna- 
tional educational exchange program, and the earnest hope that the Congress 
will sustain the program with adequate support. 

Your committee is now reviewing President Eisenhower’s 1955 budget which, 
among other items, requests $15 million for the Department of State’s educa- 
tional exchange program, I am advised. 

Already the House of Representatives has reduced this amount by $6 million, 
Although it is not my responsibility to work with the Department of State in 
developing the specific estimates contained in this budget for fiscal year 1955, 
| have consulted with officers of the Department concerning the adequacy of 
the $15 million estimate. It is my considered judgment that this amount repre- 
sents the bare minimum for the operation of this important program. The 
House reduction would cause irreparable damage to the entire program, I deeply 
believe. 

Last summer I had the unusual opportunity to visit seven European countries 
and to observe at first hand our educational exchange activities in each of them. 
This was an enlightening and stimulating experience. Some of the salient observa- 
tions which I made have been reported in the Advisory Commission’s 11th semi- 
annual report to the Congress on educational exchange activities, dated March 24, 
1954 (H. Doe. No. 355). During my visit overseas I discussed educational 
exchange activities with both American and foreign members of the binational 
Fulbright foundations, with governmental representatives of the other countries, 
with business and professional leaders, educators and students, and others involved 
in educational exchange and cultural relations with the United States. 

I returned to this country with the clear-cut conviction that the educational 
exchange program is indispensable as an instrument for promoting American 
understanding and good will. In fact, I believe it is more valuable for both the 
long- and short-range realization of our objectives than any other aspect of our 
nonmilitary efforts abroad. Because the destiny of nations is determined in large 
part by the actions of men, the significance of person-to-person relationships in 
developing a climate of mutual understanding between peoples of peaceful intent 
cannot be underestimated. 

I am also convinced that the values of educational exchange are clearly and 
significantly demonstrable. This program positively is making friends abroad 
for us. A great many of these friends are or will become influential in making 
national policy and affecting public opinion in their countries—including educa- 
tors, editors, and reporters, legislators and labor leaders with whom I talked per- 
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sonally. Invariably I found that those poeple in other countries who had par- 
ticipated in exchange programs and who spoke from their own experience among 
us, their own knowledge of us, were the strongest emissaries of American under- 
standing abroad. 

It is significant to note that the political and opinionmaking leadership of Euro- 
pean countries is largely in the hands of what might be described as the intellectual 
elite—men and women of considerable educational and professional attainment. 
It is in great part through the intercultural program of our embassies abroad, 
greatly strengthened by educational exchange relationships, that the most effec- 
tive and forceful appeal can be made to this leadership. 

As Chairman of the United States Advisory Commission on Educational 
Exchange, I have been closely associated with the Government’s educational 
exchange program for more than 2 years. Speaking from my experience as former 
president of the Association of Land-Grant Colleges and Universities, as former 
chairman of the American Council on Education, and currently, as vice president 
of the Association of American Universities, I can say categorically that the 
educational exchange program has been of primary interest to higher education. 
Since its inception, the program has received the strong support of our educational 
institutions throughout the country. 

The Government’s leadership and financial investmeni in the program of edu- 
cational exchange is an important and vital one. It could scarcely operate, how- 
ever, on the broad scale or with the minimum budget it does without the careful 
programing and financial support it receives from the universities, colleges, and a 
host of other educational institutions, private organizations and industries through- 
out the country. Most of these services are performed without charge to the 
Government. 

in speaking for the universities and colleges which are extremely interested in 
and deeply committed to the entire program of educational exchange, I can vouch 
for the fact that hundreds of thousands of dollars are contributed every year 
through scholarships, the waiver of tuition fees, board and room, and other 
special fees in addition to the generous amount of time and effort contributed by 
students, faculty, staff, and administrators, alike, to make this program worth 
while. This is to say nothing of the valuable contributions in time, effort, and 
money by local organizations, community groups, and private individuals who 
extend hospitality to the many foreign exchangees in all categories from abroad. 
This public participation makes this program vastly more effective in our inter- 
national efforts. 

Our universities and colleges believe that educational exchange is an effective 
tool for improving understanding between the people of the United States and 
the people of other countries and have put forth great efforts to cooperate in all 
educational exchange activities. Let me caution, however, that continued coop- 
eration in this direction stands in jeopardy if the Government’s leadership and 
basic financial assistance wavers or is seriously curtailed, 

The actual effect of the House cut on the proposed educational exchange pro- 
gram has been reviewed with you already in detail by competent officers of the 
Department of State. I should like only to add that the House cutback wou.d 
cripple our endeavors to build up overseas, through the exchange progran, a 
receptive climate of public opinion in which the actions and policies of the United 
States can be interpreted correctly; in which cooperation and solidarity between 
free people can be enhanced and in which distorted views of American life and 
motive can be corrected. 

The cost of conducting an educational exchange program on the scale contem- 
plated throughout the world is conparatively low. The educational exchange 
budget for 70 countries amounts to $14,965,000 for the current fiscal year. The 
President has asked $15 million to provide for 4,513 exchanges in fiscal year 1955, 
involving key people from those 70 countries and carefully selected Americans to 
demonstrate American aims and achievements to their hosts abroad, 

As responsible American citizens, I sincerely feel that we cannot sit by com- 
placently and expect the peoples and governments of other countries to support 
us in our international policies unless they understand and respect us. We have 
already gained much’support from those who have seen us firsthand, either on 
our s il or theirs, through the exchange program. 

We stand to sacrifice this source of much-needed understanding and support 
in these crucial times unless this program is maintained at least at its present 
strength. Indeed, an even larger investnent would be fully warranted and pro- 
ductive, I am certain. It is for this reason that earnestly and respectfully I 
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recommend to the distinguished members of the Senate Appropriations Committee 


he full restoration of the President’s budget request of $15 million for the State 
Department’s educational exchange program. 





May 5, 1954 
Hon. StyLes BRIDGEs, 
Chairman, Senate Appropriations Committee 
United States Capitol, Washington 25, D. C 

Dear Senator Brinces: United States agriculture and indeed the entire 

onomy possesses the productive capacity and the American people have the 
eart and spirit to lead a great international effort to greatly increase production 
efficiency and raise living standards to promote widespread and rapid economic 
levelopment, and to preserve and strengthen democratic and ethical ideals 
throughout the free world. The development of a coordinated educational 
exchange program among nations is one of the most important means of attaining 
this objective. 

National Farmers Union takes the position that it is of vital importance to the 
economic and social development of the free world that educational exchanges be 
continued on an expanded basis. Such exchanges are most effective as a means 
of imparting information as well as influencing foreign officials who are responsible 
for discriminating information in their countries and who for that reason, contrib- 
ite greatly to the formulation of publie opinion in their countries. 

It has been widely recognized that the exchange of government officials, teachers 
and students is one of the most effective means for promoting better understanding 
among countries. The free intercourse of ideas among nations through the ex- 
change of such individuals makes invaluable contribution to human welfare and to 
the gradual elimination of those conditions unfavorable to peace and security in 
the world, 

National Farmers Union urges your committee to increase appropriations for 
the educational exchange program in order that the program may not be crippled 
as proposed by the House of Representatives. In this connection, it is understood 
that the budget has been cut from $15 to $9 million, of which $7.5 million is in 
foreign currency. The appropriation as approved by the House is a cut in the 
dollar appropriation of approximately 80 percent. 

Unless the proposed cut is restored, educational exchanges would be eliminated 
completely in 46 countries, including the leader and specialist programs which 
have proved of inestimable value in furthering United States foreign policy. 

The countries which would be eliminated under the House cut are as follows: 


\merican Republic: Europe—Continued 
Argentina Trieste 
Bolivia Yugoslavia 
Brazil Far East: 
Chile Formosa 
Colombia Hong Kong 
Costa Rica Indochina 
Dominican Republic Indonesia 
Eeuador Korea 
Cuba Malaya 
Il Salvader Pacific Trust Territories 
Guatemala Near East and Africa: 
Haiti Afghanistan 
Honduras African Trust Territories 
Mexico Belgian Congo 
Nicaragua Egypt 
Panama Iran 
Paraguay Israel 
Peru Jordan 
Uruguay Lebanon 
Venezuela Morocco 

Europe: Nepal 
Canada Syria 
Iceland Tunisia 
Portugal Turkey 
Spain 


45431—54— pt. 2-45 
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The limited number of countries in which the educational exchange program 
would be continued under the proposed cuts are as follows: 


American Republic: Europe—Continued 
None Dominion of South Africa 
Europe: United Kingdom 
Australia Far East: 
Jelgium-Luxembourg Burma 
Denmark Japan 
Finland Philippines 
France Near East and{Africa: 
Italy Ceylon 
Netherlands Greece 
New Zealand India 
Norway Iraq 
Sweden Pakistan 


The effectiveness of the educational exchange program would be curtailed 
sharply in the countries not eliminated. This is due to the prohibition against 
the use of dollars to meet stateside expenses of foreign educational exchanges 
This prohibition against the use of dollars in the United States would virtually 
eliminate the teacher education program under which foreign young people are 
brought into the United States for education needed to further their teaching 
careers in their respective countries. 

The criticism that the educational exchange program is a giveaway program 
is not justified, in my opinion. The trend of world events has thrust the responsi- 
bility of world leadership on the United States. To shirk this responsibility 
through cutting back a well-coordinated program of educational aid to our foreign 
neighbors is to turn away from our objective of strengthening other democratic 
nations of the world. Furthermore, the major portion of the funds appropriated 
are paid to Americans or spent in the United States. The funds appropriated, 
therefore, have the effect of expanding this country’s economy while at the same 
time providing greatly needed education or know-how to other countries. 

Delegates to the National Farmers Union Convention held recently at Denver, 
Colo., adopted as a part of the organization’s program for 1954-55 a statement 
regarding foreign policy including economic development. LRealizing the very 
close tie between educatioual and economic development and United States 
foreign policy objectives, it is my thought that Farmers Union views would be of 


interest to the committee The statement is as follows: 

The basic aims of National Farmers Union are based upon our understanding 
of the laws of nature and of God Farming on the land we live close to nature 
4) oc’ | Te) de} nds on it life-re rie ing torces, Qur live lihood requires it 
\ rstanding Our observation of nature’s work gives us a thoughtful respect 
fo ing thi profound regard for the essential dignity of the individual 

We t rm our convictions of the truth and rightness of the 
idea xpI ‘ the Declaration of Independen nd in the Constitution of 
t! United > ( ( ts Rill of 1 ights We are, there fore, opposed to the 
pp! Iples & p? Lice of totalitarian dictat rship and shall continue to oppos 
the efforts of all those who seek to impose on the people of this nation any type 
f economic or political dictatorship, whether in Communist, Fascist, or any 
ott T orl 

We believe that the foregoing principles have universal application. We 
believe these are aims that reflect the aspirations of people everywhere * * * 


The United states should give steadfast and increasing support to the United 
Nations as a place where differences between nations can be settled by demo 
cratic processes of conciliation, arbitration and negotiation. We shall give full 
support to the rapid development of stronger international agencies and to 
democratic regional and functional groupings and unions of nations consistent 
with the United Nations Charter and the Constitution of the United States * * *. 

“The trend of world events has thrust the responsibility of world leadership 
on the United States. We reaffirm our support of United States efforts to assist 
in the expansion and strengthening of the productive capacity and living stand- 
ards of democratic nations. We emphasize the great importance and decisive 
role that abundant United States food production can play in the implementation 
of these policies. In many areas better nutrition for low-income people can be 
more potent than weapons of war. United States and United Nations programs 
of economie and technical assistance should be established separately from military 
programs. Until such time as a world brotherhood is fully established, we assert, 
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also, the responsibility of a free democratic nation to protect itself and, through 
the United Nations, protect weaker nations against aggression * * *., 

“There are today two major obstacles to the attainment of true world brother- 
hood and permanent peace. One is the continued existence throughout the world 
of colonialism and other uncorrected and indefensible evils which provide the 
seedbed for agitation, uprising and revolt. The other is the fact that the rulers 
of the Soviet Union, instead of cooperating to end these conditions under free 
government, have revealed imperialistic world aims and a determination to exploit 
every wrong for their own imperialistic purposes. We must work to ease and 
ultimately to end starvation, exploitation, feudalism, dictatorships, bad land 
tenure systems, discrimination, and all other injustices and threats to world 
peace * * *. 

“We urge full United States support of the United Nations and the specialized 
agencies such as the Food and Agricultural Organizations and World Health 
Organization. To that end we will support full appropriation of United States 
contributions to the support of these international agencies * * *. 

“We reaffirm our support for United States efforts to assist in the development 
of a coordinated program of aid to relieve hunger and suffering, and for expansion 
and strengthening of the national economies of the democratic nations in ways 
that will not destroy the principle of self-determination of peoples. The United 
States should help these nations to develop economic conditions that will 

(a) Create an international community of economic effort for common 
purposes, avoiding the extremes of either forcing unwanted policies on others 
as a condition of our help, or of undertaking actions ourselves in the absence 
of appropriate efforts in the countries that participate ; 

“(b) Promote material well-being and allow employment, production, 
trade, and investment in ways that will enrich human life and eliminate 
economic weaknesses that threaten political stability and invite totalitarian 
imperialism ; 

c) Afford all democratic nations increasing opportunities for economic 
growth and improving standards of living in ways that will operate so that 
economic gains are distributed equitably within countries; and 

‘‘(d) Attract peoples and governments toward the democratic system of 
political freedom 

“To attain these objectives we support continued international economic 











negotiation: inereased United States contributions to the specialized agencies, 
ich as the Food and Agriculture Organization, and expansion of United States 
foreign economic assistance and of the program by which our advanced technologi 
il knowledge and farm know-how is made available to other nations to assi 
them to iner the efficieney of production and marketi i to improve 
ricultural land tenure systems, eliminate colonialism, and reform onomie ar 
cial structur ; 
\ ‘ ill t } n tement quoted above. Natio | 
Union favo ( 14 up ) U1 s for United tates contributio: Oo 
United Natio ( li enci sucl s Fo und Agriculture 
Organization 
Plea l lude t eti in ( ect 1 of the committe ¢ il 
Sincerely, 
JoHn A. BAKER, 
issistant the Pre le? Vational Farmers I ) 


DEPARTMENT OF Srate, INTERNATIONAL EDUCATIONAL EXCHANGE AcTIVITII 
S a 


SuMMARY OF LAW AUTHORIZING Use or FuNpbDs For 1955 INTERNATIONAI 
EDUCATIONAL EXCHANGE PROGRAM 


ANNUAL APPROPRIATION 


1. Public Law 402, 80th Congress, the United States Information and Educational 
Hxchange Act of 1948, the Smith-Mundt Act 


702 Public Law 402 grants, 710 Publie Law 402, and Public Law 584 joint grants 
$7,314,960 


Provides, among other things, the general basic authority for a reciprocal 
educational exchange program between the United States and other countries 
and authorizes annual dollar appropriations from the United States Congress for 
that purpose. The first appropriation made by the Congress under this act was 
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for the 1950 fiseal years, Funds for the 1955 operation of this program are 
included in this appropriation request. 





Funds under this act are used primarily for: (1) “leader” and specialist grants 
in all countries except Germany, Austria, and Finland where other dollar funds 6 
are available; (2) priority projects for foreign grantees in 21 countries where funds 
in foreign currencies under the Fulbright Act are available; (3) all types of ex- 
change grants in countries where funds under other acts are not available; and al e 
(4) administration of programs under items 3 and 5 below. I 
2. Public Law 355, 76th Congress, the Act for Cooperation with the Other American : 

Republics 
64 grants—$124,874 


Provides, among other things, authorization for educational exchanges between 
the United States and the other American Republics, including those provided 
under the terms of the Buenos Aires Convention of 1936. Since 1950, funds to 
carry out exchanges under this authorization have been included in the annual 
request for appropriations under Public Law 402 (see above). 


8. Public Law 684, 79th Congress, the Fulbright Act 


ee ee ee 


3,717 grants—$7,560, 166 


Provides that some of the foreign currencies owed to the United States as a 
result of surplus property sales abroad may be used to finance exchanges between 
the United States and certain foreign countries for study, teaching, lecturing, or 
advanced research. This act was passed on August 1, 1946. It was amended 
by Public Law 400, 82d Congress, the Mutual Security Act of 1952, to provide 
for the use of foreign currencies “held or available for expenditure by the United 
States or any agency thereof * * * and not required by law or agreement * * * 
to be expended or used for any other purpose.’’ Programs financed in whole or 
in part with funds available under this act are now actually operating in 24 
countries. As indicated in this budget, these foreign currency funds are used in 
conjunction with dollar funds appropriated under Public Law 402, the Smith- 
Mundt Act, in all of these countries except Austria, Germany, and Finland, 
where other dollar funds are similarly used. Funds for the 1955 operation of i 
this program are included in this appropriation request, although the funds in 
foreign currencies have already been set aside for that purpose. 


cae etl 


4. Annual appropriations to the Department of State for government in occupied areas 


1,213 grants—$3,439,904 


Under authority of both the Smith-Mundt and Fulbright Acts, programs in 
Germany and’Austria are carried out with dollar funds made available as part 
of the annual appropriation for government in occupied areas. These annual 
appropriation acts authorize, among other things, dollar funds for an educational 
exchange program with Germany and Austria. Funds have been appropriated 
annually by the Congress for this specific purpose since fiscal year 1947. Origin- 
ally conducted by the Department of the Army, this part of the program was 
transferred to the Department of State on October 1, 1949. Funds under these 
appropriations are used for: (1) “leader” and specialist grants; (2) in conjunction 
with foreign currencies (Public Law 584) for priority projects; and (3) for special 
training and teen-ager projects not possible under Public Law 584. Estimates 
for these programs for 1955 are included in a separate departmental budget 
heading. 

SPECIAL APPROPRIATIONS 


7 


5. Public Law 265, 81st Congress, the Finnish Educational Exchange Act 


32 Public Law 265 grants, 79 Public Law 265 and Public Law 584 joint grants— 
$284,600 


This act, sponsored by Senator H. Alexander Smith, was passed on August 24, 
1949. It provides that part of the annual payment in dollars on Finland’s World 
War I debt to the United States may be used, among other things, for educational 
exchanges between the two countries. Accordingly, funds under this act are 
used for: (1) leader and specialist grants; (2) in conjunction with foreign currencies 
(Public Law 584) for priority projects; (3) other projects, for example, work train- 
ing. Estimates for the administration of this program in 1955 are included in 
this appropriation request. However, program funds, while included in the 
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schedules, are not a part of this appropriation request Public Law 265 authorizes 
their use as they accrue, they are available until expended. 


6. Publie Law 48, 82d Congress, the India Emergency Food Aid Act of 1951 
18 Grants—-$246,632 


® This act provides that interest payments in dollars by the Government of India 
before January 1, 1957, may be used, among other things, for exchanges of stu- 
dents, professors, other academic persons and technicians between the United 
States and India. The first funds under this act became available in fiscal year 
1953. Funds under this act will be used primarily for (1) leader and specialist 
grants (in addition to those available under the Smith-Mundt Act); (2) other 
special projects. Budget schedules for this program in 1955 are included in the 
Department’s budget under a separate heading. 
Public Laws 827, 585, 81st Congress, and Public Law 165, 82d Congress 
Foreign Aid Acts 
64 Grants—$200,000 


Authorized the use of dollar funds, until expended, for assistance to selected 
Chinese and Korean students and scholars stranded in the United States. It is 
anticipated that funds under this program will be liquidated in fiscal year 1955. 
Funds for the operation of this program are on @ no-year basis, and are not a part 
of this appropriation request. No additional appropriation in the future is 
anticipated. 

Mr. Perkins. We will recess now until 2 o’clock. 

(Whereupon, at 12:55 o’clock p. m., Wednesday, May 12, 1954, the 
committee recessed, to reconvene at 2 p. m. of the same day.) 


AFTER RECESS 
STATEMENT OF ROBERT EMMET RODES 
GENERAL STATEMENT 


Chairman Bringges. The meeting will come to order. Mr. Rodes, 
the committee will be glad to hear you very briefly because we are 
speeding up these hearings. 

Mr. Ropes. I will make it very brief because I] know how well you 
know this affair. 

My name is Robert Emmet Rodes. 1 reside at 34 West 65th Street, 
New York City. Ihave an export and import business in Casablanca, 
Morocco. 

I am very grateful for this subcommittee’s previous report and other 
efforts to make the Department of State defend United States interests 
in Morocco. 

The Department has ignored one congressional mandate, evaded 
at least the legislative intent of two others, failed to require imple- 
mentation of a verdict of the International Court of Justice, defaulted 
on United States treaty obligations to a friendly power, and by its 
own agreements has regulated foreign commerce and modified treaties 
in defiance of a Senate vote directing that they remain as ratified. 

To prevent or minimize congressional opposition to these acts 
Department officials have given Congress data calculated to defend 
them while withholding data which would lead to opposite conclusions, 
and have made statements which they knew to be false or misleading. 
Several of these statements, challenged by me before this committee, 
were repeated by France and effectively refuted by the Department’s 
attorney at The Hague. 
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Treaties involved are between the United States, France, and 
Morocco. They require French Protectorate officials to maintain 


free competitive economy in Morocco; assure United States enterprise, 4 R 
trade, and investment in or with Morocco, complete equality with tt 
those of France; guarantee Morocco the right to buy, sell, and obtain w 
capital in worldwide competition. State Department action to pre- te 


vent this free economy was begun shortly after Mr. Acheson became 
Secretary of State and is continued by an Assistant Secretary and a 


Director for African Affairs both of whom he appointed. 4 n 
In my opinion, these officers support policies of colonialism, sup- 
pression of competitive economy, and disregard for the United States s 


formal international commitments. These policies are unacceptable 
to most Americans and to seasoned Foreign Service officers. This 
may explain some of the high-level personnel assignments made under 
the previous administration and retained under this one. 

These officials admit that they have not demanded compliance with 
the treaties and the August 1952, International Court verdict 
reaffirming them—and have not instructed their officers in Morocco 
to oppose acts contrary to the verdict nor to defend American interests } 
damaged by such acts. They have not asked compensation for Ameri- ‘ 
cans for treaty violations which the Court found had been continuing 
since 1948. 

The Department now raises all the objections to treaty compliance 
which it raised before Congress and which Congress rejected in voting 
laws requiring treaty enforcement. 

The Department of State wrote a letter to this committee before 
the last appropriation for foreign aid asking them not to take action 
to enforce these treaties. The Senate passed the law in spite of the 
letter. The Department still quotes the letter in excusing the con- 
tinuation of the situation the law was meant to end. 

The State Department gave France fiscal 1951 aid upon her promise 
to abide by the International Court verdict. Congress had intended 
payments held up until actual compliance was had. This should 
make it easy to obtain compliance with the verdict by diplomacy. 

The Court in reaffirming these treaties thoroughly vindicated this 
subcommittee’s and the full committee’s judgment about them. 

This committee’s report of August 21, 1951, stated that the Morocco 
matter involves “consideration of whether the will of Congress or the 
will of the Department of State” will prevail. So far the Department 
of State has had its way. Its officials evidently wish this to serve as 
a lesson to citizens that all appeal from the Department’s decisions 
is useless. I hope that it will serve as a lesson to the Department and 
to foreign governments that they cannot with impunity ignore treaties 
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ratified by our Senate : 
I hope you will see fit to require the Department of State to enforce 
these treaties as the Senate ratified them and »; the International 


Court reaffirmed them. 


PREPARED STATEMENT 


This testimony is set forth in greater detail in an expanded state- 
ment which I have here. 

Thank you again for your attention and help. ‘ 

Mr. Ropes. I also have some inserts for the record. 

Chairman Brivces, We will make them a part of the record also. 
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(The statement referred to follows:) 


{ Mr. Chairman and members of the committee, my name is Robert Emmet 

: Rodes. I reside at 34 West 65th Street, New York City. I have an export and 
mport business in Casablanca, Morocco. I want to take this opportunity of 
thanking you for the concern which you have shown in our proplem of trading 
with Morocco and for your many attempts to require the Department of State 
to remedy it. 

This audience was requested to tell you facts about some of the people and 
activities financed from money you will recommend for the Department of State; 
and about the Department’s deliberate failure to respect the wishes of this com- 
nittee and mandates of Congress concerning United States-Morocco treaties 


rATE DEPARTMENT EVADES UNITED STATES LAWS AND AN INTERNATIONAL COURT 
VERDICT 


In 1950 two laws were passed to enforce our Morocco treaties In 1951 this 
committee formally condemned State Department evasion of these laws. In 
1952 the International Court declared the treaties valid. In 1953 Congress 
passed a law to enforce the verdict. Despite all this we are just as far as ever 
from enforcement. 

When, in 1951, I testified before this subcommittee Senator McCarran presided, 
He stated: 

I do not know who is representing the State Department at this time, but just 

e more flagrant act on the part of the State Department in avoiding the specific 
mandate and direction of Congress means that either Congress is going to govern 

is country or the State Department If the State Department governs it we 
night as well dissolve Congress’”’ (p. 2122, Senate Hearings on State, Justice, 


and Commerce Appropriations for 1952 
PREVIOUS ADMINISTRATION'S PERSONNEL AND POLICIES UNCHANGED 


The same flagrant acts continue Their continuance is assued by officials 
whom Secretary Acheson chose 

\ statement dated January 13, 1953, which the Acheson regime prepared to 
whitewash its own mishandling of the Morocco matter, still is included in the 
Department’s latest memorandum on the subject 

Chis latest memorandum complains bitterly that I have criticized the Depart- 
ment Most Americans have. In 1950 Senator Wiley asked the Appropriations 
Committee to curtail aid to France until our Moroccan treaties were complied 
with. He explained that the Department had persuaded the Foreign Relations 
Committee not to act, using “‘assurances and pious promises shown not to be worth 
the paper they were printed on.’’ He accused the Department of ‘‘pussyfooting 
and shilly-shallying.”’ 


DISTRICT OF DEPARTMENT DURING RECENT YEARS 


My criticism of the Department has been specific and documented. It refers 
primarily to those officials or units in Washington, Paris, and Casablanca who 
handle the Morocco matter or who defend its handling 1 observe certain opera- 
tions of the Department of State, closely, during the last war when, as Chief of 
the North Africa Section, OSS, my collaboration with the Department included 
joint operations at five locations. Residence abroad, in three continents, during 
a total of 15 years, also has given me an opportunity of observing the Depart- 
ment’s operations. Only during the past few years has my opinion of the De- 
partment become critical 

The cause of the change is that, in my opinion, the Department has adopted 
policies unacceptable to most Americans. Three which I have observed are 
support of colonialism, suppression of competitive economy, and disregard for 
the United States formal international commitments. Seasoned Foreign Service 
officers opposed these policies on principle and because of their long-range damage 
to our position and prestige. Such officers also find objectionable the deception 
which must be practiced in presenting these policies to Congress and the public. 
Consequently, in many high level policymaking and operating positions, experi- 
enced professional officers have been replaced by comparative newcomers 
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INEXPERIENCED OFFICERS HURT OUR FOREIGN RELATIONS 


In the operations with which I am familiar—Africa and the Near East—these 
changes were completed in 1949. On July 27, 1951, I brought this situation to 
the attention of this subcommittee, giving the specific personnel changes made 
and stating: 

“There is an inescapable connection between the facts that there has never been 
less experience on the policy level for Africa and the Near East, and that our 
relations and prestige in those areas are at an all-time low” (p. 2109, Hearings on 
State, Justice and Commerce Appropriations for 1952). 

Four months later results of this inexperience became evident to all. Here 
are two articles, one by James Reston in the New York Times and the other by 
Joseph Alsop in the New York Herald-Tribune, both dated November 18, 1951, 
both condemning our handling of Near East matters. Alsop called it a ‘bank- 
rupt United States policy.’”’ Reston stated: ‘“Nobody outside the State Depart- 
ment was very much impressed with the way the job was handled.”’ 

George McGhee, whom I called to your attention, was relieved (and made 
Ambassador to Turkey). The Africa Director was relieved later. However, 
unchanged policies still prevented assignment of seasoned professionals. Secre- 
tary Acheson called upon an Army engineer, Henry A. Byroade, to be Assistant 
Secretary of State for the area. This New York Times article, of November 
29, 1951, is about his appointment. I would appreciate your putting it in your 
record at this point. 


[From the New York Times, November 29, 1951] 
ByroapE AppROVED FOR NEAR East Jos 


TRUMAN PICKS NEW ASSISTANT SECRETARY OF STATE TO TAKE THE PLACE OF 
’ 
M GHEE 


(Special to the New York Times) 


Rome, November 28—President Truman has approved a suggestion by Secre- 
tary of State Dean Acheson that Henry A. eae Director of German-Austrian 
Affairs in the State Department, become the next Assistant Secretary of State 
in charge of Middle East, Near Eastern, South Asian, and African affairs. 

The 38-year-old West Point graduate, who first came to the attention of 
General of the Army George C. Marshall for his outstanding work in building 
B-29 airfields in China during World War II has directed the preparation of a 
proposed new contractual relationship with West Germany during the past 
two and a half years. He will succeed George C. McGhee as Assistant Secretary 
for the Middle East when the latter takes up his appointment as Ambassador 
to Turkey in the new year, according to reliable sources here. 

The shift of Mr. Byroade from German-Austrian affairs to what is perhaps the 
most politically sensitive area in the world is a sign that the United States Govern- 
ment is now eager to put a fresh mind to work on Middle East policies. The 
continuing hostility between the Arab States and Israel, the explosive Anglo- 
Iranian and Anglo-Egyptian disputes—at a time when the Western World is 
hurrying to set up a Middle East defense pact—has focused attention on the 
region to a greater extent than ever before. 

Graduated in 1937 as an engineer lieutenant, Mr. Byroade has had unusually 
wide experience in foreign affairs and firsthand experience in Asian politics. At 
the end of the Pacific war, he was promoted to brigadier general at the age of 29. 
He served for 11 months as one of General Marshall’s top aides during the un- 
easy truce before the renewed outbreak of the Chinese civil war led to the final 
defeat of the Nationalist Government. 

After a physical breakdown resulting from overwork, Mr. Byroade was returned 
to the United States in the early summer of 1946, and on his return to full health 
was assigned to general staff duties in Washington. 

Since early 1947 he has worked in the State Department on loan from the 
Army. He has dealt principally with the handing over of responsibility for 
occupied Germany from the Army to the State Department. 

The Director for Africa also was replaced by an officer apparently selected for 
other reasons than his professional qualifications. 

Here is a tabular comparison of the experience of officials now directing our 
affairs for Africa with those who directed them prior to Secretary Acheson’s ap- 
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pointment. Although each position has been raised an echelon, you will see that 
the qualifications of the present position holders are substantially lower. I would 
appreciate your putting this chart in your record at this point. 


Qualification comparison of incumbents and predecessors in 2 positions dealing with 
problems in French Morocco (showing criterion changes begun under Secretary 
Acheson) 





| Years and experience in Department 
it time of assignment 
Age | an Foreign 
| when officer | D&rvice " As sub- Total In field, 
assigned} ~~ | School |p“ ordinate . Near Else- 
| | grade | Foreign in So as ; 
| lg to this East where 
| Service a Depart- 
| | officer | *88!8M- | nent and in field 
| ment Africa 
Assistant Secretary for the Near | 
East, South Asia, and Africa: ! } | 
Pre-Acheson... 48 | 1 | Yes... 22 3 | 23 8 12 
Present (May 1, 1954) ..- | 39 | | No..--] 0 0 3 0 |} 0 
Director, Office of African Affairs: ! | | | | 
Pre-Acheson... ‘ 46 | 2) Yes...| 21 l 21 13 | 2 
Present (May 1, 1954) ..- 47 3 | Nou... 2 0 8 3 | 5 


| 


! Note: Meanwhile each of these positions has been raised one echelon in Department reorganization; 
the Office of Near East and African Affairs was raised to a bureau and the Africa Division became the 
Office of African Affairs. 


Sources: Biographiec Register of the Department of State, Apr. 1, 1951. Supplement to same, Apr 
1953. 


As could be expected, our Near Eastern and African relations still are unsatis- 
factory. Assistant Secretary Byroade now is being spoken of for Ambassador to 
Egypt. According to C. L. Sulzberger, New York Times European Bureau chief: 

“The British feel that Jefferson Caffrey, United States Ambassador to Egypt, 
is far too hostile to them and too sympathetic to the Egyptian viewpoint. They 
also think Henry A. Byroade, Assistant Secretary of State, * * * has insufficient 
knowledge of the area and insufficient understanding of the problems.’’ (New 
York Times, December 10, 1953.) 

Apparently, if Mr. Byroade replaces Ambassador Caffrey, the British can supply 
him the knowledge and understanding he lacks and the problem will be solved. 


HOLDOVER OFFICIALS CONTINUE PREVIOUS POLICIES AND TACTICS 


The longer these policymaking officials are retained, the more they seem to 
consider their retention an endorsement of their records and policies under 
Secretary Acheson. Consequently, there has been no honest attempt to end the 
Morocco scandal which Congress, the Senate and especially this committee have 
attacked so often. 

This subcommittee’s Report No. 697 of August 21, 1951, referring to our 
Moroccan treaties, stated that: 

“The 1951 General Appropriation Act contained a proviso intended to give 
France the option of complying with the treaties in question or of giving up ECA 
aid. The Department of State has formally agreed with France that both the 
ECA aid and the treaty violations will continue, thus nullifying the appropriation 
restriction. The excuse is that France * * * seeks to have the International 
Court of Justice establish that the treaties should not be enforced.” 

The report insists upon a vigorous defense of the case; that the verdict should 
establish that the treaties cannot be modified by Executive acts; that the matter 
involves ‘“‘consideration of whether the will of Congress or the will of the Depart- 
ment of State shall determine conditions under which United States appropriations 
are disbursed.”’ I would appreciate it if you would reprint this page at this point 
in your present record. 
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; “(S. Rept. 697, 82d Cong., Ist sess.] 
“DEPARTMENTS OF STATE, JUSTICE, COMMERCE, AND THE 
JUDICIARY APPROPRIATION BILL, 1952 


“(Exeerpt, p. 11 of above report) 
“MOROCCAN TREATY VIOLATIONS 


“‘Moroccan treaty violations have been repeatedly brought to the attention of 
the committee. They include collection of illegal taxes and customs from Ameri- 
cans, refusal to reimburse previous illegal overcharges and discriminations which 
deny United States citizens the trade and the equality which is unequivocally 
guaranteed them by treaty. Previously the committee has recommended to the 
Senate legislation to assure full compliance by France and Morocco with United 
States-Morocco treaties. The 1951 General Appropriation Act contained a 
proviso intended to give France the option of complying with the treaties in 
question or of giving up ECA aid. 

“The Department of State has formally agreed with France that both the ECA 
aid and the treaty violations will continue, thus nullifying the appropriation 
restriction. The excuse is that France, in a suit filed 3 days before the restriction 
should have taken effect, seeks to have the International Court of Justice establish 
that the treaties should not be enforced. The State Department claims that the 
United States is committed to the mandatory jurisdiction of the Court in this 
matter. 

“The committee feels that the claim regarding mandatory jursdiction is un- 
substantiated; that the suit regardless of its outcome will not establish the treaty 
compliance which alone would justify the ECA payments which were made during 
the fiscal year ending June 30, 1951; that if court action was to be undertaken, 
this should have been done by the United States when its protests about the 
treaty violations were ignored and before Congress had given the Department 
of State an alternative means of forcing treaty compliance. A report of the Sub- 
committee on Economic Cooperation entitled ‘Violation of United States Treaty 
tights in Moroeco’ was prepared after investigation in Morocco by a member 
of the subcommittee’s staff. The attitude of the committee is based for the most 
part on the report and its conclusions. 

“Apart from the primary consideration as to whether the will of Congress or 
the will of the Department of State shall determine conditions under which United 
States appropriations are disbursed, the committee is concerned over the Court 
action and its possible effect on all United States agreements with foreign nations. 
According to the Department of State, France seeks to establish ‘that the United 
States treaty position in French Morocco is anachronistic, that certain of our 
treaty rights have ceased to exist or have been superseded by later agreements 
or practices.’ 

The committee considers that a vigorous defense of this case is essential to the 
preservation of treaty-making powers as established by the Constitution. The 
defense should clearly establish that the power of the Court is limited to the inter- 
pretation of the treaties as ratified by the Senate, precluding all possibility of a 
verdict establishing that such treaties may be modified by Executive acts or by 
acts of any international body. The committee considered a prop sal that 
$50,000 of State Department funds be earmarked for the defense of this case 
but considers that special authorization is unnecessary and deems that the fore- 
going expression of policy should suffice.”’ 

This report, I believe, caused our Court victory on economic questions. Be- 
cause of it our diplomats did not dare go too far in making our defense meet 


French wishes, although they did prevent some potent arguments from being 
used, 


State Department's attempts to deceive Congress 


In the International Court the United States denied the compulsory jurisdiction 
which the State Department assured you the Court had and which your report 
challenged. Other records in the case show that you were right in believing that 
the action was spurious and merely intended to evade your legislation. This is 
a comparison of the Department's conflicting statements. I would like to submit 
it for your record at this point. 
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EXAMPLE OF STATE DEPARTMENT DECEPTION 


The Department of State on October 28, 1950, decided to evade an appropriation 
restriction intended to enforce treaties by claiming that it was required to submit 
the issue to the International Court of Justice. The following statements are 
self-explanatory 

Department of State, November 28, 1950 

The United States is subject to the mandatory jurisdiction of the Court in 


cases of this kind and * * * French action in submitting an application to 
the Court leaves the United States with no alternative but to agree to this means 
of settling the dispute.” (Letter from Under Secretary Webb to Commerce and 


Industry Association of New York, reproduced and circulated to Congress and 
the public.) 

senate Appropriations Committee, August 21, 1951 

The committee feels that the claim regarding mandatory jurisdiction is 
insubstantiated.”” (P. 11, Rept. 697, 82d Cong., Ist sess. 

State Department, December 1, 1951 

“The United States Government does not raise any jurisdictional issue in the 
proceedings even though it does not concur in the allegations with respect to 
compulsory jurisdiction which have been presented by the French Government, 
it being its understanding that its abstaining from raising the issue does not 
affect its legal right to rely in any future case on its reservations contained in its 
acceptance of the compulsory jurisdiction of the Court.” (From p. 8, U. 5. 
Counter-Memorial”’ to I. C. J., The Hague, December 1951. 

The Court records revealed a great deal more deception by the Department. 
Page 110974 of the Congressional Record for August 4, 1949, shows a letter of 
July 29, 1949, in which the Department told Senator Saltonstall about action 


taken and negotiations requested on June 10 of that year. The Court record 
shows that, in a note of June 11, France refused to negotiate and stated that the 
issue was closed. This was not revealed in the July letter. I am convinced that 


the Department’s secrecy about many such matters is only to hide its own 
weaknesses. 

From May until December 1953 the Department circulated material which it 
knew to be false in one particular, and generally misleading. Its current memo- 
randum about Morocco still is inaccurate and misleading in some respects and 
false in others. I consider this readiness to deceive one of the gravest threats to 
our democracy. It should be remembered that systematic deception requires 
officials willing to participate in it or tolerate it, or unable to detect it. 

Court verdict vindicates committee but is not enforced 

The Court’s verdict in August 1952 thoroughly unheld this committee's views. 
It held that our treaties had been violated since 1948. It ruled that French 
Moroccan officials must maintain free competition in Morocco and treat the 
United States equally with France in all economic matters, and that France is 
not entitled to any economic preference in Morocco. 

Despite laws, your warning and other congressional pronouncements this ver- 
dict has not been enforced. After it was rendered important residues of the res- 
tricted 1951 appropriation were paid, although all pretense of doubt as to treaty 
violations were ended. The Department’s opposition to enforcement is as 
determined as ever. Mr. Byroade states that insistence upon United States 
equality with France (which he knows that you have always insisted upon) is 
“asking for a pound of flesh.” 

The Department’s Director for Africa states that he knows of 20 other locations 
where discriminations are just as bad and sees no reason for singling out France 
for this one. This officer resided in Paris for over 10 years before entering the 
Department. He usually sides with French officials. He was First Secretary 
in our Paris Embassy, which has consistently failed to protect our rights in 
Morocco. He represented the Embassy on the United States team at the Hague. 
He was subsequently decorated by French officials in Moroceo, although an 
executive order prevents his acceptance of foreign decorations. 

These officials admit that they have not demanded compliance with the treaties 
or the Court verdict. They admit that they have not instructed their officers in 
Morocco to oppose French legislation and acts contrary to the verdict nor to 
defend American interests injured or jeopardized by such acts. They refuse to 
ask indemnities for business losses and customs overcharges which the Court 
declared illegal. 

Last August Congress passed another restriction, on counterpart funds, in the 
current Mutual Security appropriation. A few days after this law was passed 
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the French press announced that the Department of State would minimize its 
effect. They were right. Only $600,000 has been withheld. However, this 
amendment did make it necessary for the Department’s legal adviser to rule that 
the treaties are being violated. Confronted with this Mr. Byroade claims the 
right to set these treaties aside although he admits that the Senate voted to the 
contrary. 

United States defaults on treaty commitments to Morocco 


Apart from the United States rights involved in this issue, the Court verdict 
and the United States pleadings both make it clear that the United States is bound 
by treaty to support free economy in Morocco. We are defaulting on this by 
supporting French exploitation which has raised the Moroccans’ living cost at 
least 33 percent over what it would be if we had honored our commitments. 


Department admits legal merit 


Mr. Byroade told me that I am “entirely right from a legalistic point of view.” 

The Department’s latest memorandum states “some of this group’s arguments 
are not without legal merit but they refuse to acknowledge that there are practical 
aspects to the problem.’? When Congress gave the Department a practical 
solution—to withhold aid until the treaties were honored—the Department failed 
to act; instead it raised questions of legality. Now that the International Court 
has adjudicated these, it questions the “practical aspects.”’ If the legal decisions 
resulting from the Court’s verdict were not to be observed, what was the trial for? 
This is more proof that the Department only went to court to evade the law. 


Lower echelons reflect same policies 


The objection to enforcing these treaties, to the free economy which such 
enforcement would bring, and to congressional intervention in this matter is as 
marked in our Casablanca Consulate-General as in Washington. A consul who 
was there until early this year stated in a discussion with me that free competition 
breeds monopoly. (Afterward he stated that he referred only to the industry 
then under discussion—highway transportation.) However, most of his arrange- 
ments have favored controlled economy. Most of his negotiations have been 
defeats for the United States, 


Slight to President—criticism of congressional acts 


1 believe you would be interested in incidents in this consulate-general which 
followed the change in administration last year. The building has a reception 
lobby where scores of Americans and foreigners enter daily. On one of this 
lobby’s end walls, prior to 1958, there was a picture of the President, on the other 
a bulletin board. It was well along in February 1953 before ex-President 
Truman’s picture was removed—and replaced with that of the new State Depart- 
ment Building. Months later President Eisenhower’s picture still was not there. 

The January’16 issue of Foreign Policy Briefs remained on the bulletin board 
in the same lobby at least into July 1953. This is the State Department fort- 
nightly publication and many issues published by the Eisenhower administration 
had been received but not posted up to that time. The issue which remained 
posted was one which gave Mr. Truman’s personal ‘‘sharp comment”’ about an 
act of Congress, that: ‘This is the kind of law which makes the job of the Kremlin 
propaganda experts a great deal easier.’’ It carried also the prior administra- 
tion’s opinion that another congressional act was one which ‘‘injures our people at 
home, causes much resentment against us abroad, and impairs our position among 
the free nations.” 

Regardless of polities, it would seem that the executive branch would avoid 
criticism, for foreign consumption, of congressional decisions. 

Here is the bulletin mentioned, cut to leave only its heading and the passages 
described. I would appreciate their being placed at this point in your record. 


[From Department of State Foreign Policy Briefs, Office of Public Affairs, Vol. II, No. 13, January 16, 1953) 
THe NATION 
IMMIGRATION LAW REPORT 


A recommendation that the present United States immigration law be ‘com- 
pletely rewritten” came this month from the President’s Commission on Immigra- 
tion and Naturalization. The present law, the Immigration and Nationality 
Act of 1952, which became effective December 24, was intended to codify and 
clarify previous laws on the subject. The Commission found it ‘“‘even more com- 
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plex than its predecessors and in some respects unworkable.’’ After an analysis 
of opinions on the law expressed by nearly 1,000 individuals and representatives 
of organizations (including all major religious faiths) at hearings in 11 cities, the 
Commission concluded: 

The consensus was to the effect that the Immigration and Nationality Act of 
1952 injures our people at home, causes much resentment against us abroad, and 
impairs our position among the free nations, great and small, whose friendship 
and understanding is necessary if we are to meet and overcome the totalitarian 
menace. 

TRADE 


IMPORT BARRIERS 


Additional restrictions on imports of dairy products applied late last month 
by the Secretary of Agriculture brought sharp comment from President Truman. 
The President pointed out that section 104 of the Defense Production Act required 
the Secretary to take such steps when restrictions are needed to prevent unneces- 
sary expenditures under a Government price-support program. (The Govern- 
ment has recently bought considerable amounts of butter and other dairy 
products.) However, Mr. Truman observed: 

‘The measures which the Secretary of Agriculture has been forced to take will 
not be helpful to American interests. On the contrary, this kind of step, in the 
end, is bound to hurt not only our relations with other friendly countries, but also 
the agricultural interests that the law is supposed to protect. 

‘‘While the restrictions themselves are going to have very little effect on the 
American market, they are going to hurt our friends in the Netherlands, Sweden 
New Ze:land, and a number of other countries. These countries are going to 
lose dollars. They are going to be in a poorer position for buying American 
agricultural products and in a poorer position to finance their defense efforts. 
This is the kind of law which makes the job of the Kremlin’s propaganda experts 
a great deal easier. The only recourse I can see is to repeal this provision cf 
the law.” 


Senate personnel recommendations not followed 


Senator Green was here when I testified in 1951. Later that year he headed 
a delegation which reported and made recommendations concerning North 
Africa (Rept. No. 90, 82d Cong., Jan. 21, 1952). 

One recommendation is: 

“It seemed imperative to the group that the Department of State do its ut- 
most to see that American representatives in North Africa are the best. They 
must be kept informed not only of conditions there but throughout the whole 
Moslem world.” 

This has not been consistently followed. Some excellent officers have been 
sent to Tangier. However, a consul assigned at Casablanca earlier this year does 
not meet earlier standards for the post. He is lacking in field experience. In 
Washington he was closely identified with the campaign to oppose free economy 
and to waive our treaties in Morocco. He helped in attempting to deceive Con- 
gress about this. He was with the Department for years in positions which 
preferably should be held by a career Foreign Service officer, without becoming 
one. Last summer he was slated for dismissal—certainly not indicative of ‘the 
best”’ representative which Senator Green considers essential. 

There is evidence that officers who show proper solicitude for French wishes 
in Morocco remain there for long periods. fficers more concerned with Amer- 
ican interests are transferred “‘because their regular 2-year duty tour is over.” 


Moroccans’ point of view overlooked 


The extent of our information on Moslem affairs which Senator Green stressed 
is indicated in an article written in Casablanca by Edmund Stevens just a year 
after Senator Green’s report, in the Christian Science Monitor of January 12, 
1953. Mr. Stevens, a Pulitzer Prize winner and chief of the Monitor’s Medi- 
terranean bureau, wrote: 

“In one important North African center, the American consul general prefaced 
his remarks to me by saying that in the interests of French-American amity, 
Americans were dutybound to side with the French. 

‘“‘When I asked if he could sug est someone I might talk to to get the Arab 
viewpoint, his eyebrows lifted. e explained that his consulate strictly avoided 
such contacts as the French were rather touchy and he naturally did not want to 
offend their sensibilities. I could not help wondering what sort of reports this 
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particular consulate sent to Washington and whether they influenced State 
Department policy.” 
Senator Green’s recommendations do not appear to have been heeded. 


Paris Embassy does not defend American interests in Morocco 


Our Tangier Legation to which this consulate reports is more independent and 
less subject to foreign influence. However, it has been frequently bypassed and 
our Paris Embassy often is injected into our United States-Moroccan relations. 
A recent Saturday Evening Post article by ex-Navy Captain Gordon Rule told 
how this Embassy sends boys to do men’s jobs. Senator McCarran put this 
article in the Congressional Record. I hope everyone here reads it. My experi- 
ence with results of this Embassy’s negotiations coincides with Captain Rule’s. 

I believe that Ambassador Dillon at Paris is in a position similar to Secretary 
Dulles here. Some influence has caused him to retain staff officers who were 
recruited and rapidly advanced by the previous administration and who per- 
petuate its policies. 

I believe Ambassador Dillon has not been asked to enforce our Morocco 
treaties and that he is bypassed by the holdovers in his Embassy. Mr. Byroade 
told me the matter was not important enough for highest level action (despite 
repeated Senate action) I discussed the matter at length with Ambassador 
Dillon, later wrote him warning him of the economic views of an officer who was 
to partipitate in negotiations about Morocco. The letter was not answered but 
the officer mentioned in it complained to me about it. We lost the negotiations. 


Example of textiles 


The Department accuses me of overlooking the ‘‘practical aspects’’ of this issue. 
A “practical issue’’ I always have in mind is that American manufacturers, traders, 
and workers are illegally deprived of their livelihoods. You have often received 
complaints about Morocco from our hard-pressed textile industry and its workers’ 
organization. Here is a letter from the industry association to its members 
which includes a complaint to Secretary Dulles. This shows that our textile sales 
to Morocco fell 96 percent during 1953 after we won in court. 


TextiLe Export Association or THE UNITED STATEs, 
New York, N. Y., April 9, 1964. 
To All Members 

On March 25 the Department of Commerce sponsored a conference on cotton 
textile industry problems at Washington, D. C. N.S. W. Vanderhoef, chairman 
of our board, was asked to inform the Department as to export difficulties, 
Herewith is a digest of his remarks: 

“Since reaching an alltime high in 1947 of a billion and a half yards, United 
States of Amefica exports of cotton goods have been steadily drifting downward. 
In 1951 they fell to 802 million yards valued at $265 million and in 1952 to 762 
million valued at $213 million. Last year they amounted to 621 million yards 
valued at $172 million. It is too early as yet to venture an estimate for 1954. 
Shipments in January, however, amounted to only 45% million yards which 
means an annual rate of 540 million yards. Some of this decline is attributable 
to the revival of competition from both Europe and Asia but most of it can be 
traced to the net work of restrictions which is not only choking our trade but is 
affecting all of the so-called major exporting nations. The United States in 1953 
was almost alone in suffering a contraction in her exports of cotton textiles. 

* * * a * * * 

“Here are some of the difficulties we have been contending with for years: 
American goods are barred from most of the countries and dependencies of the 
sterling area * * *, 

“Trade with the so-called frane area has been even more difficult. Illustrative 
of these difficulties is the situation in French Morocco where we have been de- 
prived of the right to compete freely despite treaties guaranteeing this right. 
This dispute was taker to the International Court of Justice which ruled against 
France but up to now the French Government has failed to implement the verdict. 

* * + + * * * 


French Morocco: Herewith is a copy of a letter concerning our problems in 
French Morocco which was mailed on March 29: 


) 


+ led 2 


nate « 


ew 


titans oe 


} 
' 
a 
4 
“ 
‘4 








ate 


ind 
nd 
18 


‘Id 


STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1855 


Hon. Joun Foster Du tues, 
Secretary of State, Washington, D. C. 

Dear Secretary Duties: This letter is to request that you act to restore to our 
members and to all Americans the right to trade in the French Zone of Morocco 
on @ basis identical with that prevailing before the establishment of the French 
protectorate and similar to that now in force at Tangier. 

Our members individually, and through the Textile Export Association of the 
United States, frequently have complained that French protectorate authorities 
deprive them of former trade, despite treaties guaranteeing them the right to 
compete freely in Mcrocco. <A statement by the Export Association figured in 
1950 Senate debates which led to legislation intended to deprive France of United 
States aid until United States-Moroccan treaties are restored. 

We were told that this law would not be enforced until the International Court 
of Justice had judged the validity of the treaty rights in question. In our opinion, 
this was merely a means to evade the law since, it is obvious, the protectorate 
could not legally have modified prior treaties. Our opinion was confirmed by the 
International Court, which declared that the principles of the Treaty of Algeciras 
were not altered by establishment of the protectorate. These treaty violations in 
the French protectorate had no serious excuse before the Court ruled on them. 
Since the ruling all excuse, however flimsy, has been removed. 

The verdict was rendered on August 27, 1952. France, under international 
law should have implemented it on that date. It still is not implemented. Our 
members and their customers still encounter handicaps in the French administered 
zone of Morocco which French manufacturers and their customers do not en- 
counter. Our members do not encounter these handicaps and their French 
competitors do not enjoy advantages in the internationally administered zone of 
Morocco, where the same treaty is applicable and is respected. 

In 1952 our exports of cotton textiles to Morocco amounted to 6,582,270 square 
yards. In 1953 they dropped to 252,428 square yards. 

We would appreciate your letting us know what your Department has done to 
extend to the French Zone of Morocco the free competition and equality now 
enjoyed by U. 8. trade at Tangier, and when our members may begin operating 
under this regime. 

Yours sincerely, 


’ 


Joun W. Murray, 
Secretary- Treasurer. 


Here is a statement in the New York World-Telegram and Sun of April 23 
1954, stating that because of trade barriers all nations but the United States 
export more cotton goods. 


[From the New York World-Telegram and Sun, April 23, 1954] 


Aut Bur U. 8S. Exrport More Corron Goops—ACMI Asks Barrie To ERASE 
BARRIERS 


New Or.eans, April 23.—A leading textile official today said artificial and 
discriminatory trade barriers in foreign countries were causing a sharp decline 
in the volume of United States cotton goods exports. 

Matthew J. Cuffe, of New York, president of the Textile Export Association 
of the United States, told the annual meeting of the American Cotton Manufac- 
turers Institute there was nothing to indicate a reversal of the downward trend 
in exports. But he cautioned against an attitude of defeatism. 


ACTION NEEDED 


Vigorous action by the entire industry, with the cooperation of Government 
agencies, could remove discriminatory barriers against United States goods, he 
said. 

The removal of the barriers, he said, would bring increased stability to the 
industry and help solve the raw cotton surplus problem. 

Mr. Cuffe said the United States cannot hope to compete on a price basis with 
the cotton goods staples of Japan, nor the high-priced specially woven goods of 
western Europe that cannot be adapted to mass production. 

But, he said, in the so-called middle ground, United States cotton textiles can- 
not be surpassed in price or quality. 

‘There are no mills in the world which can produce denim, percales, chambrays, 
vat-dyed twills and drills, corduroys, sheets, towels, and other items at prices 
equal to ours when quality factors are taken into consideration.” 
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ONLY NATION TO DROP 


He said the “‘so-called middle classes in many countries’’ were the ones to whom 
United States textiles appealed. 

Mr. Cuffe said the United States was the only major exporting nation which 
showed a drop in cotton goods exports in 1953, falling from first to fourth place, 
behind Japan, the United Kingdom, and India. 

He termed the rise of foreign competition only one factor in the weakening of 
the United States position in world markets. 

“Everywhere outside of North America there are, at the present time, few 
countries whose tariffs or trade restrictions against United States goods are not 
more severe than they were 5 years ago when dollar scarcities were genuinely 
acute,’’ Mr. Cuffe said. 

Here is a page from the leading Casablanca, Morocco, newspaper dated April 
22,1954. It has three large advertisements for Hungarian goods. One includes 
textiles. One is exclusively for textiles. Officials who consider United States 
equality “a pound of flesh’? may consider it practical to give up our markets to 
Iron Curtain and other competition. I do not and know of no one outside the 
Department of State who does. 


Summarizing 


Our Moroccan treaties are as far from enforcement as ever. Inexperienced 
Officials appointed by the last administration and still retained are responsible. 
They support the previous administration’s opposition to free competition. They 
admit that an International Court verdict requires free competition and United 
States economic equality but call its enforcement “asking for a pound of flesh.” 
They wish to substitute their own agreements for treaties although they know the 
Senate denied their right to do this. They admit that they have not asked for 
compliance nor instructed their representatives to insist on it or to protect 
American interests from Moroccan official acts which violate our treaties. They 
have not asked compensation for previous treaty violations. 

The question as you have stated it is whether the will of Congress or that of the 
Department of State will prevail. Most Americans in Morocco have concluded 
that the combination of our Department of State and French officials and cartels 
is unbeatable. I still have faith that our laws will prevail. That is why I am 
still here. I hope that you, who pay the Department of State, can find a way to 
make it do its duty which is already 5 years overdue, in compliance with the 
intent of laws vou have instituted and recommendations you have published. 


AVOIDING A CLEAN-CU1 STAND CAUSES NEEDLESS EXPENSE, CONFUSION, AND DELAY 


I would like to suggest that the Department of State is engaged in much need- 
less expensive administrative work because it has failed to announce policies and 
issue clean-cut instructions which let citizens and Foreign Service officers abroad 
operate without constant referral to Washington. This failure is contrary to 
the Department’s 1949 reorganization. Recommendations on this matter were 
among others in a memorandum given the Department last July by the American 
Legion’s Morocco post. So far the Department has neither acted nor commented 
on them although they were made at the consul general’s request. I would like 
to submit them for your consideration as I am sure their implementation would 
reduce expense, promote our foreign trade and investments, and reduce confusion 
and delays in State Department actions. 


A. Recommendation of general nature 


(1) A comprehensive, definite policy shoula be clearly stated.—It should be of the 
type asked for by the Legion’s 1952 National Convention—‘“‘a strong, definite, 
simple, and understandable foreign policy based on the principles of justice and 
righteousness.’’ It should conform to the more detailed principles stated in 
paragraph III, above. This policy should be published so that anyone, whether 
acting in an official or a private capacity, can demand any action consistent, and 
challenge any action inconsistent, with it. 

(2) A single, unequivocally designated authority and responsibility should be set 
up.—When the Department of Btate was reorganized in 1949 new Assistant 
Secretaryships were created for each of the world’s major traditional os 
areas (of which Africa, the Middle East, and Asia constitute one). he positions 
were justified by claiming that each assistant was to be completely responsible 
for his area and that he would never be required to obtain concurrence from other 
Government agencies or State Department officials in exercising his ae, 
Under these assistants ‘‘an operating doctrine had to be developed that would 
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encourage the decentralization of decision making.” We find no evidence that 
this is in effect on any echelon. Local Foreign Service officers disclaim authority 
over matters which would be under their jurisdiction if it were practiced and which 
would have been, a few years ago, handled by their predecessors. 

(3) “Points of action responsibility” should be designated in Morocco and in 
Washington.—Under its reorganization “the Department adopted the principle 
that, on any given matter, there should be one point of action responsibility’’ and 
“emphasized the making of decisions at the working levels and the referral upward 
only of those matters which specifically require higher attention.”’ A clearly 
defined policy should make it feasible to designate Casablanca as the normal 
point of action, with referrals to Tangier or to Washington in rare cases. 


STATE DEPARTMENT VIEWS 


Chairman Bripeggs. Mr. Wilber, this matter has concerned the 
committee. The State Department does not seem to be carrying out 
the general recommendations we made in the past. The committee 
would like to have a statement from the Department indicating their 
views and their position on this matter. 

Mr. Wiser. We will be happy to include that, Mr. Chairman. 

(The statement referred to follows:) 


THe Moroccan TrapE PROBLEM 


For several years the United States and France have been in disagreement over 
United States treaty rights in Morocco, a protectorate of France. In 1950 the 
dispute reached a point where France took the case to the International Court 
of Justice, which ruled in favor of the United States on the basic issue of economic 
rights. The disagreement continues, however, because France, in the opinion 
of the Department, has not complied fully with the Court’s decision. The 
argument is mainly, but not entirely, concerned with the commercial rights of 
American businessmen residing in Morocco and revolves about the French. use 
of exchange controls as weapons for discrimination against American traders. 

From 1945 to 1948 some 40 or 50 Americans, mostly ex-servicemen, settled in 
Morocco when they discovered that they were able to reap substantial profits 
because treaties placed them in a highly advantageous position vis-a-yis French 
business. While Frenchmen were subject to price controls, rationing, and goods 
and dollar shortages, the Americans in effect were ‘“‘free operators’? with both 
dollars and United States produced goods at their command. This situation 
created resentment and some retaliation. 

The problem has been magnified by a small group of American businessmen 
who are desirous of returning to the conditions of 1945 to 1948. Between this 
group and the Department of State there is a limited area of agreement that our 
treaty rights are not being fully observed, but there is a radical difference as to 
how the problem should be handled. It should be emphasized that the American 
businessmen criticizing the Department’s handling of the problem are a small 
minority of all American businessmen in the area. 

The Department has had to deal with the problem not within the narrow con- 
fines of the Moroecan scene as this group desires, but with regard for our overall 
relations with France, which have involved consideration of such wider matters 
as NATO, ECA, EDC, Indochina, and Moroccan bases. Secretary Dulles on 
July 22, 1953, in writing to Senator Styles Bridges of the Senate Appropriations 
Committee about the relation of the Moroccan trade problem to overall United 
States policy said: “The Department is aware of the problems of American 
businessmen in Moroceo and this Government will continue to do everything 
it reasonably can to work out our differences with France on this matter in order 
to protect the legitimate interests of these businessmen and to assure that they 
are treated fairly. But we do not think that these business interests should be 
put above the vital security interests of the United States in the Pacific and in 
Europe.” 

The essence of the argument put forth by this small group of dissatisfied mer- 
chants is that Frenchmen in Morocco are as much foreigners as Americans regard- 
less of France’s protectorate relationship with Morocco. Since the United States 
is entitled to most-favored-nation treatment through its treaties with Morocco, 
Americans and Frenchmen in Morocco are on an equal footing. It is further 
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argued that France is entitled to no special economic status in Morocco, since 
the Treaty of Algeciras guarantees ‘‘economie liberty without any inequality’’ 
to its 12 signatories, which include both France and the United States. It is 
argued that American businessmen can obtain equality of treatment only if: 
(a) Exchange controls are rescinded, or (b) the present link between the French 
and the Moroccan francs, which makes them freely interchangeable, is severed. 

Some of this group’s arguments are not without legal merit, but they refuse 
to acknowledge that there are practical aspects to the problem, and herein lies 
their disagreement with the Department of State. 

They are highly critical and impatient with the Department’s handling of the 
Morocean problem, The Department, among other things, has been accused 
of being pro-French and derelict in duty. These attacks have not been confined 
to criticism of departmental policy. A member of the group has used corres- 
pondence and interviews with officials of the Department in a highly questionable 
manner. The consul general at Casablanca was presented with a memorandum 
of conversation prepared before the conversation took place. 

The issue was carried to Congress, and in 1953 Congress passed an amendment 
to the Mutual Security Assistance Act, 1954, usually referred to as the Hicken- 
looper amendment, which caused FOA to deny France the use of about $600,000 
in counterpart funds. A current lobbying campaign is under way, and numerous 
legislators are being contacted. No opportunity is let eseape for criticism of the 
Department 

The United States, after the Algeciras Conference of 1906, sought to maintain 
the open-door policy in Morocco and thereby preserve equal opportunities for 
American commercial interests to share in the country’s commercial development 
Until World War II American commercial interests in Morocco were not signifi- 
cant, and disputes concerning the rights of United States nationals to trade in 
Morocco did not reach the crucial stage where they are now. 

The invasion of north Afriea by the United States in 1942 required close United 
States-French collaboration. Under the impact of wartime conditions, the 
United States in 1944 assented to the application of exchange controls to American 
nationals. This arrangement satisfied existing military requirements and also 
enabled American businessmen to expland their commercial activities during the 
postwar period. It was also in this period (1945-48) that the United States was 
successful in securing close French cooperation in carrying out the European 
recovery program and obtaining French permission for the United States to oper- 
ate a naval air base and construct four other air bases in French Morocco. 

During 1948 uncontrolled imports of most commodities (not requiring an 
official allocation of exchange) were permitted for persons of all nationalities. 
This situation favored American importers, and the French maintained that the 
demands of such importers for dollar exchange on the black market exerted adverse 
pressure on the value of the frane by causing dollars to move out of the hands 
of the French exchange system. At the end of 1948, the French tried to remedy 
the situation by issuing a decree which in effect prohibited these imports except 
as permitted by license issued by the protectorate for a limited list of goods. 
American businessmen protested this decree and insisted on the full enforcement 
of the economic treaty rights to which these Americans considered they were 
entitled in Morocco. 

This led in 1950 to the passage of an amendment to the ECA Appropriation 
Act requiring the withholding of ECA aid to France if, in the opinion of the 
President, United States treaty rights in Morocco were not complied with. 
Subsequently, the French Government in October 1950 filed an application with 
the International Court of Justice requesting determination of United States 
treaty rights in Morocco. In view of this, the President announced it would 
not be appropriate for him to make a finding regarding compliance until the 
decision of the Court had been handed down. The decision in this case was 
rendered on August 27, 1952. The Court held that the 1948 decree violated the 
treaty rights of the United States to equality of treatment in Morocco. The 
French then issued a new decree in French Morocco to implement the decision 
of the Court. 

On January 12, 1953, the United States protested that the French decree 
contained, among other things, provisions the execution of which could lead to 
discrimination against United States trade, and did not implement fully what 
we interpret our rights to be under the Act of Algeciras and the decision of the 
Court. The French, in conversations held in April 1953, assured our Government 
that discrimination would not occur in the execution of the decree but initiated 
no action which would bring about a mutually acceptable adjustment. 
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Meanwhile Congress passed the Hickenlooper amendment to the Mutual 
Security Appropriation Act,1954, which in effect called for withholding counter- 
part funds from France because one of its dependent areas (Morocco) failed to 
comply with our interpretation of the decision of the International Court of 
Justice. The Department of State in October informed the Foreign Operations 
Administration that France was subject to the Hickenlooper amendment, and 
FOA has frozen $600,000 of counterpart funds in its French accounts. Thus 
the Moroccan trade problem is now affecting United States-French relations at 
a time when our global interests are under serious consideration. The real 
issue of the Moroccan trade problem remains as it was stated by Secretary Dulles 
in the letter of July 22, 1953, to the Senate Committee on Appropriations, and 
quoted above. 

The Government of France is unhappy with the Department’s opinion that 
the Government of Morocco is not complying with the decision of the Inter- 
national Court of Justice reaffirming our rights under the Act of Algeciras. The 
French take the position they are complying and that the United States is attempt- 
ing to enforce a unilateral interpretation of the Court’s decision At present the 
Department is seeking to revive conversations with the French in an effort to 
arrive at a clearer understanding of our differing interpretations as well as an 
adjustment which will be satisfactory to American business interests in Morocco, 
and still not impair United States-Franco relations to the detriment of the vital 
interests of the United States in the Pacifie and in Europe. 


Recent ACTION OF THE DEPARTMENT OF STATE IN RELATION TO UNITED STATES 
Treaty Ricuts 1n Morocco, Aprit 8, 1954 


The United States confronts a situation in Morocco that is not susceptible to 
a solution that is entirely satisfactory to everyone. ‘The ensuing account indi- 
cates the nature of the issue and describes the efforts the Department has made 
to protect American businessmen through upholding their fundamental treaty 
rights in Morrocco 

The French Protectorate Government in Morocco promulgated a degree on 
October 1, 1952, establishing a new import regime in Freneh Moroeco. The 
French contend that this decree gives full effect to the judgment of the Interna- 
tional Court of Justice 

After carefully studying the decree, including conversations with interested 
American businessmen and informal talks with French officials, the Department 
instructed the United States Minister at Tangier to deliver a note to the French 
Resident General. This note delivered on January 12, 1953, stated that in the 
opinion of this Government, the new decree failed to implement fully the decision 
of the International Court of Justice of August 27, 1952. The note further 
reserved all the rights of the United States and proposed that early discussions 
between the two governments be undertaken for the purpose of reaching a mutu- 
ally satisfactory solution of the problem. Following the delivery of this note 
there was a further exchange of notes with the French and, as a result, the pro- 
posed conversations with the French occurred April 20-21, 1953. The two 
attached memoranda review the history of the trade problem and the action 
taken by the Department of State over the period October 1952 and April 21, 1953 

As explained in the attached memorandum of January 13, 1953, the major 
issue in the case before the International Court of Justice was whether the system 
of import controls put into effect in Morocco by a decree of December 30, 1954, 
contravened the treaty rights of the United States. Under this system, imports 
from the United States undertaken without an official allocation of exchange were 
subject to the requirement of an import license. This licensing requirement was 
waived for imports from France. This meant that Americans were subject to 
this licensing requirement even though they financed their imports with their 
own dollars and did not ask the French for official dollars 

In its decision of August 27, 1952, the International Court of Justice ruled 
that this system of import controls established by the decree of December 30, 
1948, was discriminatory and contravened the treaty rights of the United States. 

In implementation of this ruling the French promulgated a decree on October 
1, 1952 (pp. 11-12 of memorandum dated January 13, 1953), which rescinded the 
decree of December 30, 1948, and provided that ‘‘whatever the source, merchan- 
dise acquired without an official allocation of exchange and originating in countries 
which are entitled to the benefits of the General Act of Algeciras in this respect 
can be imported without authorization.’’ This means that Americans are free 
to import from the United States provided they do not ask the French Protecto- 
rate Government for an official allocation of exchange to pay for such imports. 
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However in subsequent conversations with the French this Government called 
attention to the fact that article 3 of this decree has the further requirement that 
the importer of merchandise acquired without an official allocation of exchange 
is nevertheless required, when so requested by those responsible for the enforce- 
ment of exchange controls, to describe the use of funds arising from the sale or 
utilization of imported merchandise. This requirement is, in effect, a tightening 
up of exchange controls in Morocco. It is apparently intended to preclude 
importers from transferring france funds derived from the sale of imports to the 
free money market in ‘Tangier or to the black market in Paris in violation of 
Morocean exchange control laws. 

This Government gave its assent to the application of Moroccan exchange 
controls to Americans in 1944. This assent has never been withdrawn, There is 
a large and continuing shortage of dollar exchange in both France and Morocco 
and this Government continues to recognize the French position that it is neces- 
sary to control dollar expenditures in Morocco for the same reason that it is 
necessary to control similar expenditures in metropolitan France. Our concern 
with article 3 of the decree of October 1, 1952, is that it be administered in a non- 
discriminatory manner. Since, moreover, the decree of October 1, 1952, main- 
tained in force limited but possibly significant restrictions on certain imports and 
other related provisions which would affect adversely the position of American 
businessmen in Morocco, the Department could not accept, without challenge 
the contention of the French Government that the “principles established by the 
Act of Algeciras and referred to by the Hague Court are being rigorously ob- 
served.”’ Hence, this Government reserved its rights and requested discussions 
of the matter with the French Government as explained above. 

The Department of State, during the summer of 1953, was in the position of 
objecting to the potential discriminatory features of the decree of October 1, 
1952, while, at the same time, waiting for evidence that discrimination would 
arise from the administration of the decree. As of this writing no such evidence 
has been brought to the attention of the ee of State or its officers in 
Morocco. Meanwhile the Senate approved the Hickenlooper amendment to the 
Mutual Security Appropriations Act, 1954, as section 105, which provides: 

‘* * * after September 1, 1953, none of the funds herein appropriated shall be 
used to make up any deficit in the Huropean Payments Union for any nation of 
which a dependent area fails to comply with any treaty to which the United 
States and such dependent areas are parties and said failure to comply has been 
adjudicated adversely to said nation in any court of competent jurisdiction, nor 
shall any of the counterpart funds generated as the result of assistance under 
this act be made available to such nation.” 

Mr. Stassen, in order to carry out Foreign Operations Administration opera- 
tions, requested of the Department its finding of whether after September 1, 
1953, any nation falls within the definition contained in the above-quoted section, 
i. e., which has a dependent area failing to comply with certain treaties ‘“‘and said 
failure to comply has been adjudicated adversely to said nation.’’ Mr. Dulles, 
after referring to the Department’s note of January 12, 1953, to the French 
Resident, General in Morocco, stated in reply that “in light of this situation, and 
in view of the wording and legislative history of the proviso in section 105 of the 
Hickenlooper amendment, France comes within the terms of the proviso.”” On 
October 12, 1953, the Department informed the French Government of its 
findings. It then became necessary for the Foreign Operations Administration 
to withhold a portion of counterpart funds. A few days later, the Foreign 
Operations Administration further informed the French that the amount of 
counterpart funds affected was $600,000. The French on November 12, 1953, 
replied in a note which declared that the Moroecan authorities, in accordance with 
the International Court of Justice decision, have applied to imports into the 
French Zone of Morocco, regardless of their origin, the same regulations without 
any discrimination. The note further stated that the French Government con- 
siders it is strictly applying the International Court of Justice decision in its 
letter and spirit. 

This latest French note clearly demonstrates that a question of interpretation 
is raised. Although the United States does not believe that France is fully 
complying with the treaties in question and with the decision of the International 
Court of Justice, France takes the position that it is. Recognizing this situation, 
the Department has raised and is now engaged in exploring with the French the 
question of whether the French Government would enter into further discussions, 
which might lead to changes in the present situation in Morocco and in turn 
bring together the difference in interpretation of the decision of the International 
Court of Justice. 
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nn Appropriations stated that “the Department is aware of the problems of Amer- 

an businessmen in Morocco and this Government will continue to do everything 
t reasonably can to work out our differences with France on this matter in order 
to protect the legitimate interests of these businessmen and to assure that they 
ire treated fairly But we do not think that these business interests should be 
put above the vital interests of the United States in the Pacific and in Europe.” 


Finally Secretary Dulles in a letter of July 22 1953, to the Senate Committee 
’ 
i 





UMMARY MEMORANDUM OF FRENCH STATEMENTS MADE IN INFORMAL CONVERSA- 
riONS, APRIL 20 AND 21, 1953, REGARDING THE APPLICATION OF THE ECONOMIC 
REGIMB NOW IN FORCE IN THE FRENCH ZONE OF MOROCCO 


I. In reply to inquiries as to rules for the official allocation of foreign exchange, 
the French representatives confirmed that imports without official allocations of 
foreign exchange were and would continue to be counted in establishing the 
historic bases for the fixing of importers quotas, although different rules were 
applied in various commodity sectors. This principle would apply generally in 
those sectors where allocations are made to importers and not to end users. 

The French representatives added that in certain appropriate sectors a portion 
of from 1@ to 15 percent would continue to be reserved for new importers, 

For details concerning the bases for allocation of foreign exchange among im- 
porters in the various sectors, the French representatives invited attention to the 
rules therefor, published in the Note de Documentation, No. 106, of the Direction 
of Commerce, November 1, 1952. 

The French representatives declared that when the manufacturer of a branded 
product changed his agent, the percentage quota attributed to the former agent 
of the product in its entirety would be given to the new agent, if the former agent 
completely withdrew from that commodity import activity. If the former agent 
continued import activity in this commodity sector, he would be entitled to retain 
only that percentage proportion of his former quota which may be attributable 
exclusively to his promotional activity. In addition, if the former agent takes 
on the representation of a new brand, he would be entitled to participate in the 
percentage reserved for new importation. 

For bulk commodities, particularly foodstuffs, the French representatives gave 
assurances that American importers of these will continue to participate in official 
allocations of foreign exchange, in accordance with rules equally applicable to all 
importers of such products. For example, for the import of sugar, any available 
official foreign exchange will be allocated to that importer who, as the result of a 
general invitation to bid, offers the lowest price to the purchaser in Morocco. 

According to the French, for tea, an association of importers has recentlv been 
organized. Importers will receive allocations of foreign exchange fixed in con- 
sultation with the members of this organization. 

In response to inquiries concerning the proportion of Morocco’s import needs 
which would be covered by official allocations of exchange in 1953, the French 
representatives indicated for various reasons their inability at this time to present 
any firm estimate in this field. Nevertheless, they expressed the belief that 
official allocations of exchange for 1953 would compare favorably with those made 
during 1952, which for imports (FOB) from the dollar zone were $39 million. 
Consequently, in view of the prospective general decline in Moroccan business 
activity during 1953, suggested inter alia by the sharp decline recorded in imports 
in the first months of the year, the proportion of Morocco’s import needs to be 
covered by official allocations of foreign exchange will probably be higher than in 
1952. They felt it reasonable to believe that the remaining import needs would 
be met without difficulty by EFAC, compensation, and imports without official 
allocations of foreign exchange. 

Il. The United States representatives requested assurances of nondiscrimina- 
tory application of the provision in article 3 of the residential decree of October 1, 
1952, under which importers may be asked to account for the use of the proceeds 
of sale of merchandise imported without official allocation of foreign exchange. 

The French representatives declared that this provision was inserted in the 
decree as a reminder that, although a license no longer would be required for the 
import of merchandise not involving official allocation of foreign exchange, the 
prohibitions on the unauthorized sale or transfer of Morocean franes for foreign 
exchange remained fully applicable and in force. 

The French representatives gave assurances that this provision, as well as all 
other foreign exchange controls, would continue to be enforced with absolute 
impartiality without distinction as to the nationality of the persons involved. 





1862 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


Ill. The United States representatives inquired whether greater facilities could 
be accorded to American businessmen to repatriate earnings from their invest- 
ments in Morocco and proceeds of the liquidation of such investments. 

The French representatives replied that the following rules apply to non- 
residents 

|. The Moroecean Exchange Office authorizes foreign investment in Morocco 
on the same terms as foreign investment is authorized elsewhere in the france zone. 

2. Im addition it authorizes the investment in the French Zone of Morocco 
or elsewhere in the frane zone when authorized by the French Ministry of 
Finance) of france proceeds of imports into the zone without official allocation of 
exchange 

3. Authorizations for foreign investment in the French Zone of Moroceo are 
granted with the greatest liberality consistent with Moroccan law 

1. The privilege of repatriation at the official rate of exchange of earnings and 
capital from foreign investment in the French Zone of Morocco is presently 
available for investments referred to in paragraph | above. 

5. It is expeeted that the Moroecan Exchange Office will shortly be authorized 
to grant to nonresidents of the frane zone the privilege of repatriating, at the 
official rate of exchange, earnings (“‘revenues’’) from investments financed by the 
sale of goods imported without official allocation of exchange. 

The following rules apply to residents of Morocco 

1. The exchange regulations require the repatriation to the france zone of 
commissions on sales of imported goods which are collected outside the frane zone 
but in practice these rules are not applied to nationals of the countries from which 
the goods emanate, With respect to the repatriation to the frane zone of com- 
missions on sales of imported goods which are collected outside the frane zone, 
the French representatives indicated that the exchange regulations applicable 
thereto were administered in a liberal fashion, 

2. Though not entitled to the repatriation and conversion facilities accorded 
to nonresidents of Morocco, residents may invest in Morocco or anywhere in the 
frane zone without permission of the Moroccan Exchange Office 

3. Earnings on shares held by nonresidents in companies resident in Morocco 
may be converted at the official rate of exchange 

IV. In response to inquiries by the United States representatives concerning 
the administration of controls over exports, the French representatives stated 
that the United States will receive most-favored-nation treatment in all questions 
relating to the granting of export licenses, and licenses will be granted for the 
export of commodities to the United States on the same basis as licenses for export 
to France. ‘The export of certain goods necessary to the Moroccan economy is 
prohibited to any destination. Certain controls are applied to the export of 
strategic materials 

Commodities not listed in the annex to the residential decree of October 8, 1952, 
and which originate in the French Zone of Morocco may be exported to any 
destination without an export license 

V. In response to inquiry as to the possibility under article 4 of the decree of 
October 1, 1952, to reexport from the French Zone of Morocco products imported 
without official allocations of exchange, the French representatives replied that 
the reexport of such produets would be authorized if they were so transformed 
locally as to qualify, under applicable Moroecan regulations, as merchandise 
originating in the French Zone of Morocco 

VI. With respect to freer use by exporters of foreign exchange earned through 
exports, the French representatives declared that the present Moroccan regula- 
tions, which are more liberal than those of France or any other part of the franc 
zone, will continue. The percentage (25 percent) of dollars authorized for reten- 
tion by an exporter in the French Zone of Morocco is higher than that (15 percent) 
allowed to an exporter in any other part of the frane zone. The regulations 
governing the use of the dollars so retained by an exporter in the French Zone of 
Morocco are also liberal. The only limitation on his use of such dollars is that 
imports financed by these must be officially approved as beneficial to the Moroccan 
economy. , Should the exporter cede his dollar retention to a third party in the 
French Zone of Morocco, the latter must use the dollars within 6 months for im 
ports approved by the competent authorities. 

“The French representatives stated that they contemplated issuance in the 
near future of more liberal terms for the allocation of foreign exchange.” 

Vil. The French representatives asserted that they could not, under the Act 
of Algeciras, accord more favorable treatment to United States nationals than 
to those of other signatory powers or of countries benefiting from most-favored- 
nation treaties 
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VIII. The French representatives expressed the hope that the United States 
might take measures to facilitate freer access to United States markets of 
Vorocean products 

On May 12, 1953, the Protectorate government published an announcement 
» exporters, the text of which follows in translation: 

The necessity to increase the exportations of Morocco and, in a general 
anner, to intensify her commercial exchanges with foreign countries has led 
he Protectorate administration to aeccord——apart from the regime of EFAC 
sccounts——new encouragements to the exportation of Moroccan products whose 
ale on markets of the dollar and EPU zones is difficult if not impossible 

These advantages consist in the granting to exporters of such products of 
ifficial allocations of exchange under the ‘diverse’ categories of commercial agree- 
nents and programs, for the importation of merchandise originating in and 

coming from countries in these two zones and which is judged useful to the 
Vioroeccan economy These official allocations will be nontransferable and will 
e attributed according to the following percentages: 

15 percent for the dollar zone 

25 percent for the EPU countries 
ipplied to the amount of the foreign exchange earned through the exportations 
effected 

“The mode of attribution of these credits gill soon be made known The 
neasures will enter into effect beginning May 20, 1953, and will apply exclusively 
to exportations made from that date onward 

It goes without saying that these measures cannot in any manner interfere 
vith the advantages resulting from the present regime of compensation agree- 
nents, which latter, especially with the dollar zone, will be examined favorably 
Che administration will determine in each case which of the two procedures 
allocation of exchange or compensation agreement) will be chosen to attain the 
lesired results.”’ 

Also on May 12, 1953, the French Protectorate authorities sent a circular to 
authorized banks establishing procedures under which importers who import 
without an official allocation of foreign exchange may repatriate profits arising 
from investments made with the frane proceeds resulting from the sale of such 
mports. The circular establishes, only for nonresidents, the privilege of ‘‘tem- 
porary accounts’’ at authorized banks. Authorized deposits include the proceeds 
lerived from the sale of imports without an official allocation of foreign exchange, 
transfers from another temporary account of the same nationality, authorized 
official exchanges of foreign currency into franes, interest, and capital returns 
from investments made by withdrawals from temporary accounts, and transfers 
from extant accounts of hard curreney Withdrawals from temporary accounts 
are authorized for the purchase of listed stocks and bonds, real property and busi- 
nesses, for travel expenses, and for authorized loans and gifts. This circular closes 
with the statement: ‘‘Revenues from all the investments realized under the 
conditions fixed by this circular may, with authorization by the Office Morocain 
des Changes, be transferred to the country of the account holder.’ 

It should be noted that the above circular applies only to nonresidents of 
Morocco 


STATEMENT OF WILLIAM SIMONE, PRESIDENT OF THE AMERICAN CHAMBER O1 
COMMERCE IN Morocco, ON Moroccan Traps DiFFrIcuLTIES 


My name is William Simone, and I am president of the American Chamber 
of Commerce in Morocco. I am an American citizen, and I live and have my 
business in Casablanca 

As president of the American Chamber of Commerce in Morocco, I should 
like to present an American businessman’s views on some of the problems which 
are Causing difficulties between the I nited States and France In this connection, 
| want to state that I possess credentials from the American Chamber of Com- 
merece Which entitle me to speak with full authority on this subject in behalf of 
the members of the chamber 

At the very heart of American and French difficulties lies the question of 
exchange controls. Now your theorists will areue that the question is whether 
or not the American businessman should be subjected to it. That is undoubtedly 
a valid question, but I submit that it is one for the lawyers and abstract 
thinkers—not for the businessman As a businessman I am subject te it. So 
my big question is—how does it affect me? 





1864 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 
’ 


While it is probably true that exchange controls have been detrimental to the 
interests of some, it is also true that American businessmen doing business in 
Moroceo have been able to live with exchange controls and in some cases have 
actually benefited from their existence. This may seem paradoxical, but may 
[ explain. Americans in Morocco do not have to declare their assets abroad. 
This means that many French distributors use the services of Americans to make 
payments in the United States for material and merchandise they desire to 
import. The American businessman usually charges 6 percent for this service, 
and it is a good source of revenue which, were it not for exchange controls, would 
be unavailable to him. The recent decrease in business in Morocco is not due 
to French restrictions but rather to the fact that imports have in many fields 
reached a saturation point and that there is in Morocco a definite political and 
economic crisis jut if anyone placed an order with me for any type of goods 
and for any amount, large or small, in the United States, I would make the pur- 
chase and would import into Morocco as I have often done during the past 6 
vears 

So, while I certainly am not pleading that everything about exchange controls 
is good, I do believe that they are an economic reality in Morocco today, and 
insofar as Americans are concerned, their application has not been overly burden- 
some lhe French have not enforced these controls as rigidly as they might have 
done; as a matter of fact, they have shown leniency, expecially toward American 
businessmen doing business in Morocco. 

It will be noted that my presentation is ce: tainly somewhat different from what 
you have heard from Mr. Robert E. Rodes, who has been lobbying for years on 
this question under the guise of helping the American exporter in the United States 
of America and American businessmen in Morocco, I should like to point out, 
however, that I am in business in Moroceo and so are the people whom I represent. 
I have been asked time and again by everyone, in Morocco and in the United 
States, who Robert E. Rodes actually represents and who finances his expensive 
activities. Ido not know. I have been asked why Robert ©. Rodes is so set on 
creating further dissension between the American and French Governments and 
people. I, like everybody else, do not know. What I do know is that insofar as 
the chamber is concerned the membership is eager to see Franco-American 
dissensions in Morocco settled through friendly conversations and mutual 
understanding. 

Now it may appear that I am sacrificing principle for profit, and Mr. Rodes 
has accused me of just that. This is not true. As a professional businessman 
doing business abroad, I have to take a long look at things. We Americans in 
Casablanca now feel that a thoroughgoing application of The Hague decision as 
Ktodes interprets it would spell economic chaos and bankruptey, not only for the 
French but for the Americans in Morocco as well. 

It is true that there are restrictions on the import of certain commodities, such 
as flour, oil, and sugar, which might be considered a violation of United States 
treaty rights if vou were to push the commercial rights established by the Act of 
Algeciras in 1906 to their limit. But Mr. Rodes simply ignores the possible 
economic ills which might result from pushing these old treaty rights to their 
extreme in matters of import and exchange control. 

Let me offer an example. Unlimited importations of textiles and used clothing 
have caused a serious glut in the Moroccan textile market. Conditions have 
become so bad that approximately 2,000 out of 7,000 Morocean textile workers 
have been laid off his alone is bad enough, but there are several thousand 
people dependent upon these unemployed wage earners. It should be pointed 
out that what hurts these wage earners also eventually hurts the American 
businessman in Morocco. The same sort of circumstances also apply to other 
local industries, 

We of the chamber of commerce feel that punitive action taken against the 
French will in the long run do just as much harm to American interests in Morocco 
as to the French. We have been established in Morocco for many years; some of 
us own apartment houses, villas, garages, warehouses, etc. We do not wish to 
lose these things, and we do not feel that Mr. Rodes’ approach to the problem 
will help us to keep them. In my opinion and that of the American chamber 
more can be accomplished through friendly relations with the French than through 
the drastic measures which he advocates. The attitude of the chamber toward 
Protectorate officials, for example, has made it possible for the latter to be reason- 
able in the application of exchange controls, to turn down propositions for requir- 
ing importers to post 25-percent guaranties on their merchandise pending proof 
that the proceeds of sales have been invested in the franc zone, and to keep the 
door open to American used clothing and textiles, 
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We of the chamber also feel strongly that we should keep away from all political 
matters and particularly from interfering in Franeo-Moroeccan problems. In 
making a statement some months ago to the correspondent of the Spanish news- 
paper, Arriba, Mr. Rodes openly took a stand against France on a purely political 
matter. We feel that such political activity by an American only complicates 
further a situation calculated to encourage disorder and bloodshed in Morocco 
where we and our families live. 

We of the American Chamber of Commerce try to look further than today or 
tomorrow. We think of the American bases in Morocco. We think of the present 
critical international situation and we feel that it is important to reenforce rather 
than weaken the traditional friendship between the United States and France at 
this time. We do not approve of all that is done in Morocco, but feel that such 
problems as we have may be best resolved through the maintenance of friendly 
relations which our chamber enjoys with French Protectorate officials rather than 
resorting to methods which can only embitter the attitude of the French toward 
us and transform into hostility the understanding which they have shown toward 
American residents in Morocco in the past. 

The chamber therefore opposes unequivocally the pressure methods endorsed 
by Mr. Rodes and believes that they would not only fail to protect American 
business interests in Morocco but would actually harm them. 


Chairman Bripexs. We will now (ake up the matter of the Patent 
Office. Mr. Mueller, we will be glad to hear from you. 
Do you have a prepared statement? 


DEPARTMENT OF COMMERCE 
Patent OFFICE 
STATEMENT OF FOORMAN L. MUELLER, ATTORNEY, CHICAGO, ILL. 
AMERICAN PATENT LAW ASSOCIATION 


Mr. Mvue.uier. Mr. Chairman, I have a prepared statement for 
the American Patent Law Association for whom I am speaking to 
you. I am president of that association; and the Patent Law 
Association of Chicago has asked me to file a statement. 

Chairman Bringges. We will make both statements part of the 
record. 

(The statements referred to follow:) 


STATEMENT OF FooRMAN L. MUELLER ON PATENT OrFice APPROPRIATION, FIscaL 
Year 1955 


Mr. Chairman, I am Foorman L. Mueller of Chicago, Ill., where I have been 
in the practice of patent law for 25 years. This statement is made upon behalf 
of the American Patent Law Association of which I am president. The associa- 
tion comprises 1,500 members who are spread over the entire United States, in- 
cluding lawyers engaged in the private practice of patent law, as well as lawyers 
employed by corporations to carry on patent law practice within the corporation 
itself. The governing body of the association is its board of managers comprising 
18 elected members together with its officers. The board is also geographically 
representative, having members from California, Illinois, Ohio, New York, Massa- 
chusetts, Pennsylvania, and the District of Columbia. My present statement has 
been approved by the board of managers, but there has not been time to circulate 
it to our entire membership. I am confident, however, through extensive contact 
with our members ia different parts of the country, that my statement fairly repre- 
sents the views of our entire membership, and in fact reflects the views of sub- 
stantially the entire patent bar comprising the possibly 2,000 more lawyers not 
included in our membership. 

We patent lawyers are entirely satisfied that the Patent Office cannot operate 
effectively in the coming year on less than $12,080,000, the present 1954 fiscal 
year budget. I would like briefly to tell why we believe this sum is essential and 
why we believe effective operation of the Patent Office to be vital in the interests 
of our overall national economy 
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Patent lawyers know that any reduction from the present appropriation will 
adversely affect the operation of the Patent Office by causing it to fall further 
and further behind in the work of issuing patents. The delayed processing of 
patents does not in any way injure the patent lawyer. Indeed, delays which 
result in prolonging the prosecution of each patent application will assure the 
lawyer that his services will be required for a longer period of time. Selfishly, 
therefore, we patent specialists will not be injured at all by a reduction in the 
productivity of the Patent Office. However, the inventors of this country, and 
organizations that file applications upon inventions of employees, will be injured 
by an inordinate delay in the processing of patent applications in the Office. We 
know that Patent Office delays have an adverse effect upon the national economy. 
We therefore submit a broader basis for our request than selfish interests would 
dictate. 

Before giving specific reasons in support of a budget figure for 1955 no less 
than that for the 1954 fiscal year, I will briefly review the part played by the 
Patent Office in relation to the overall economy of our Nation. Ample evidence 
has accumulated to prove that the United States patent system induces the 
individual inventor to produce that which he would not otherwise take the time 
nor spend the money to develop. It also stimulates large organizations to invest 
substantial sums 1n research in the hope and expectation that important advance- 
ments in the art will eventuate and will become commercially important and 
profitable, thereby permitting recovery, with profit, of research expenditures 
advanced in the first instance to bring about creative effort. The encouragement 
to invention thus provided by the patent system has played an important part in 
the technological progress of this country, particularly during the past 100 vears. 
Our technological know-how, thus acquired under the stimulus of the patent system, 
has been vital in providing the readiness and capacity of industry to produce in 
vast abundance, so that our economy may be strong in times of peace and our 
defenses impregnable in times of war. Any impediment to the effective operation 
of the Patent Office in time will have a chain effect back through these situations 
which are so important to the well-being of our country. 

Those members of the legal profession who are most particularly interested in 
the Patent Office, and for whom I speak, are heartily in favor of a reduction in 
Government expenditures and a lessening of the onerous burden of taxation on 
our people and national business. However, we believe that there should be dis- 
crimination in such reductions so that vital services so important to the welfare 
of the Nation are not impaired 

The Patent Office is an ancient and honorable department, having functioned 
in substantially its present form in the overall governmental pattern for more than 
100 years. It has not had inflation in personnel nor in appropriations during the 
last 6 years as has characterized so many Government departments. There are 
no excesses in its operation that should be trimmed in a sound economy drive by 
means of a reduction in its budget. For your information, I give the appropria- 
tions for the Patent Office during the last 6 fiscal years including the present fiscal 
year, and corresponding figures for average numbers of personnel: 


Appropriations 


1949 $10, 225, 000 | 1951 $11, 500, 000; 1953 $12, 130, 000 
1950 11, 185, 000 11952 12, 225, 000 1954 12, O80, 000 


Average personnel 


1949 1, 99711951 1, 90611953 7 1,77 
1950 1,994} 1952 1, 86911954 1, 66! 


\ most important reason for our request that the appropriation for the Patent 
Office be no less than $12,080,000 relates to what we might call the inventory and 
production condition of the Patent Office. It is inherent in our system of prose- 
cuting patent applications that there always be a backlog of applications waiting 
to be processed toward allowance or final rejection. We know that the average 
citizen and industry, as well as inventors, are best served if there is no more than 
a reasonable interval between the date when an application is filed in the Patent 
Office and the date when it is allowed for issue as a patent, or the inventor is told 
that he is not entitled to a patent. I believe the time interval that best serves 
all interests is, say, 24 months. Where the interval substantially exceeds 24 
months, the inventor becomes discouraged rather than encouraged to create 
new ideas. Similarly, a business organization is denied the protection necessary 
to discourage appropriation by others of inventions made within its organization 
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upon the expenditures, often, of enormous sums of money in research and 
development. 

Obviously the time required to complete the processing of a patent application 
is directly related to the productivity of Patent Office personnel assigned to 
examine applications. Examination includes careful investigation of the prior 
issued patents to determine whether or not the inventor has made an improvement 
justifying the issuance of a new patent, so to speak. At the present time the 
Patent Office has a backlog approaching 200,000 applications awaiting attention. 
The average time required for complete processing and patent issuance or final 
rejection of an application is 3 years and 7 months, which is much longer than a 
preferred period of 24 months. Each Commissioner of Patents for several years 
past has vigorously applied himself with varving degrees of success to the reduction 
of the backlog of pending applications and to the reduction of the processing time 
on each application. Favorable results are substantially controlled by two 
factors: First, the number of applications being filed and hence a variation in 
backlog from this alone, and secondly, the number of trained examiners available 
for processing applications. I refer you to a chart on page 115 of the hearings of 
the subcommittee of the Committee on Appropriations, House of Representatives, 
which shows graphically the number of patent applications filed and the variation 
in backlog during recent vears. That material illustrates clearly that the 
backlog is presently increasing because of a substantial increase in the rate of 
filing applications. The estimate for applications to be received for the fiscal 
year 1954 was 72,000, that is to say, 6,000 applications filed per month. But in 
March 1954, alone, 7,200 applications were filed, thus carrying the actual total 
much higher than the estimate. If the appropriation should be reduced below 
$12,080,000, many examiners will have to be discharged and the ‘production 
picture”’ will become materially worse than it is now. 

A patent is granted only when the technical disclosure or description in an appli- 
cation reveals an advance in the art such as meets the legal requirements for 
patentability. The evaluation to that end is made by an examiner in the Patent 
Office who compares the new disclosure with those of all relevant patents pre- 
viously issued by the Office during the preceding life of the patent system. Al- 
most 2,700,000 patents have now been issued. In order that patent examiners 
may perform their duties efficiently, it is essential that issued patents be properly 
classified by subject matter and separated into many classifications and sub- 
classifications. The speed of searching into this vast prior patent accumulation 
is directly proportional to the current and proficient condition of the classified 
prior art. To bring the classification up to and maintain the same in a proper 
state of perfection requires funds which have not been made available by Congress, 
in adequate amount, because of a belief that such expenditure could be deferred 
without fatal results. As a consequence, the classification of patents has deteri- 
orated to a state where only about 30 percent of the prior patents are classified 
so that they can be found by reasonable search. In other words, 70 percent of the 
prior patents should be better classified at the present time. Without available 
personnel in adequate numbers to maintain patent classification in satisfactory 
condition, the present deteriorated situation will continue and perhaps worsen 
So long as this classification remains below par, the “production picture’ with 
respect to the examination of patent applications will be correspondingly impaired. 

Commissioners of Patents are making, and have made, valiant efforts to improve 
the classification situation with a completely inadequate staff However, it is 
a losing battle with 40,000 or more new patents being granted each year, and 
technology becoming more complex each day such that new subclassifications 
are required to be set up continuously 

Perhaps 85 percent of patent examiners now employed in the Patent Office 
are both engineers and lawvers, including in some cases engineers who are com 
pleting their legal education for admission to the bar. Relatively few persons 
possess such technical and legal qualifications. During recent years, the supply 
of persons having such qualifications has progressively fallen further behind thx 
demands of the Patent Office, and the patent profession, and of those requiring 
the services of someone trained to prepare and prosecute applications for patents 
Industry and the profession have always drawn, and will continue to draw, 
trained personnel from the Patent Office. Unfortunately, in addition, patent 
departments within various branches of the Federal Government have recruited 
large numbers of persons from the engineering and law schools, and also, too 
often, from the Patent Office itself. This, in itself, is a distressing -condition, 
because these Government patent departments not only take trained men away 


from the Patent Office, but also increase the Office workload by filing more 
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yatent applications, thereby further unbalancing the fiseal condition of the 
Patent Office. 

As a result, it is difficult at best to maintain at a high level the experienced, 
trained, and capable group which has characterized the staff of Patent Office 
examiners for so many years. Any reduction in the appropriation below $12,- 
080,000 will require the discharge of patent examiners in a number proportionate 
to the reduction. This is in the face of a declining production picture in the 
issuance of patents, even with the present staff. Because of the ever-present 
need for trained personnel in the patent field, any trained patent examiner, dis- 
charged as a result of any reduction in appropriation, is certain to find a position 
in the legal profession, in industry or in some other Government department, 
and such person will be permanently lost to the Patent Office. His replacement, 
as and when hired, will have to be trained de novo at substantial expense. 

The personnel department of the Patent Office estimates that it requires at 
least 2 years to obtain reasonable productive skill in a patent examiner, and the 
examiner's productivity and competence will continue to increase each year for 
a number of years after that. Consequently, each examiner, in whatever stage 
of training he may be, who leaves the Patent Office will proportionally impair 
the production picture, and the backlog will continue to increase. 

Furthermore, the processing of a patent application requires its examination on 
from 1 to 3 successive occasions, at say 15-month intervals, before the Patent 
Office shall have completed its work. The best productivity is attained where the 
same trained examiner works on the same application throughout its life in the 
Patent Office. With rapid personnel turnover and inability to replace personnel 
during whatever time Congress decides that the appropriation should remain 
below a required minimum, many applications will have to be taken up each time 
by a new examiner. It requires from several hours to several days to properly 
study a patent application and to search the prior patents before acting on it in 
connection with patentability. It is obvious that productivity will suffer materi- 
ally from this cause also. 

All of the above-noted conditions in the Office, which must someday be im- 
proved, and all of the problems which will result from loss of trained personnel, 
will seriously affect the future cost of operation of the Patent Office. We submit, 
that the increased expenditures which will be needed, in the future, to make up 
for lost production, and the cost of training men to replace those discharged under 
a reduced budget, will require infinitely larger future appropriations than any 
immediate saving accomplished in a present budget reduction. 





































STATEMENT ON Benatr or THE Patent Law Association oF CHICAGO BY 
CLARENCE F. Poo.ur, PrRestpent, ON Parent Orrick APPROPRIATION, FISCAL 
Yrar 1955 


The following statement is made upon behalf of the board of managers of the 
Patent Law Association of Chicago, Il, an organization with a membership of 
over 425 lawyers specializing in patent law. Our association will be 70 years old 
this vear; The first Patent Law Association in this country. We believe that most 
of our members are economy minded, but that they would be almost unanimous 
in condemning any Patent Office cut as false economy. 

Our board of managers heartily endorses the prepared statement submitted 
today by Mr. Poorman L. Mueller on behalf of the American Patent Law Asso- 
ciation, opposing any cut in the Patent Office appropriation for 1955 as compared 
with 1954. 

We wish to supplement Mr. Mueller’s statement by commenting briefly upon 
the irremediable loss to the public which will inevitably follows if the work of 
the Patent Office Examining Corps is permitted to fall any further behind than 
at present 

It is essential that the Patent Office keep step with important technological 
developments in all fields of invention. To do this, applications for a patent 
should be processed either to allowance or rejection within a reasonable period of 
time after the filing of each application. The present average time of 3 years and 
7 months for patent issuances is already too long a delay. This means, first, 
that the public does not receive the benefit of an early, full disclosure of important 
inventions by issuance of patents thereon, so that all can base new developments 
and inventions on them. The public should be protected against the threat of 
long-pending applications which, when they issue, so often have little, if any, 
dominance in their field, 
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Second, our patent system cannot operate efficiently as a bureau of public 
nformation for which it was primarily intended, if the last issued patents in any 
particular field are as a rule some 4, 5, or many more years behind the times 

Third, greater delay on patent issuances will result in a corresponding delay 
| ultimate free use of the inventions by the public, when the patents expire. 

It should be realized that the public services rendered by our Patent Office 
for over 100 years are quite different from the services offered to the publie by 
many other Governmental departments, which can, during times of economic 
tress readily curtail their activities temporarily in certain fields or on certain 
rojects without serious long-range harm to the public interests. But the work 
f the Patent Office cannot thus be turned on or off like a water faucet. 

We submit, that the needs of the Patent Office should be governed primarily 
by the actual requirements for processing the patent applications being currently 
filed by the public, with such promptness as is necessary to keep step with the 
latest technological developments. 


GENERAL STATEMENT 


Chairman Bringes. You may highlight your statement, Mr. 
Mueller. 

Mr. Mueuuer. I have mentioned my position so I assume we need 
not go into that. 

I will simply say | am here asking you to give very serious considera- 
tion to this matter of the budget of the Patent Office. In my prepared 
statement I have suggested and requested that you consider 
$12,080,000 as the minimum budget for the Patent Office in this 
coming year. I understand that the Bureau of the Budget asked 
$11 million, and the House Appropriations Committee acted upon 
$11 million. We feel in the patent profession, Mr. Chairman, that it 
is essential that there be a minimum of $12,080,000 which is the appro- 
priation for the fiscal year 1954. We would like to have that as a 
minimum in the coming yeat 

We believe the patent system and the Patent Office sometimes has 
been taken for granted. The function of it has not been clearly set 
forth. We do not realize the importance of the part it plays in the 
technological progress and activity in this country. 

We would like to call your attention to the fact that with any 
reduction in the present budget, the present fiscal year budget, that 
in our opinion there will be a serious reduction in the effectiveness of 
the office that will take time to correct and many more millions than 
might be saved in any reduction. Therefore, we would like to have 
that consideration of a larger sum than was presented by the Bureau 
of the Budget and considered by the House. We assume that is 
somewhat out of order, somewhat unusual, not somewhat out of order. 

We believe that is an unusual situation. I have tried to tell you 
in my prepared statement why we believe it is, and in the highlights 
of my statement I hope to have further clarified it. We would like 
to have you seriously consider this increase. Thank you so much. 

Chairman Brinces. Thank you. We realize the importance of 
the Patent Office am I am sure the committee is going to give it 
careful consideration. 

Mr. Mvue.ier. We will be more than happy to supply anything 
further from the American Patent Law Association or the Patent 
Law Association of Chicago that might help the committee. 

Chairman Briners. Mr. Cockerill. 
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STATEMENT OF SAMUEL COCKERILL, WASHINGTON, D. C. 
SUPPORT OF PATENT OFFICE APPROPRIATIONS 


Mr. Cockertiy. Mr. Chairman, I retired last month from the 
Patent Office and I am not a Federal employee nor a patent attorney 
nor inventor 

I was Division Chief and I was there 324% years. In all that time 
I cannot recall of ever having the necessity of discharging patent 
examiners. This is the first time. Even during the Coolidge ad- 
ministration, the Patent Office expanded. Even during the depression 
nobody was laid off. But this million-dollar decrease in appropria- 
tion over what they are getting in the present year is going to require 
a reduction to about the same number of employees that we had before 
the war when the work was increased immensely. 

I wish to call your attention to another thing, the aid of patents. 
Any slowup in the granting of patents would slow up research and new 
employment in industry. I myself was an examiner who granted the 
basic atomic energy patent to Fermi back in 1940 for which the 
Government last year, the Atomic Energy Commission, paid about 
$300,000 I think you and the other members of the committee can 

e here is a new industry with great ramifications not only for military 
purpose s but medical research. That costs money. They spent a lot 
of money on research before they ever got anything. 

If you don’t have patent protection, | don’t see how you can have 
much research besause the ‘y go together. I do not see how you can 
build up small businesses. It is one phase of free enterprise where 
the individual can still make some money. I think they should restore 


the appropriation to what it was last year—$12 million, 
Chairman Bripars. Thank you. 
Next we have Mr. Whitmore. 


PATENT OFFICE SOCIETY 


STATEMENT OF HAROLD B. WHITMORE, PRESIDENT, 
WASHINGTON, D. C 


GENERAL STATEMENT 


Mr. Warrmors. Mr. Chairman, | have a short statement here. 

There was some question of the propriety of my appearing. I hope 
there is none 

! am Harold B. Whitmore, here as president of the Patent Office 
Society, an organization devoted to the improvement of the patent 
system. The Society's principal activity is the publication of the 
Journal, a sort of open forum for the expression of ideas of patent 
attorneys, patent examiners, and others interested in the improvement 
of the patent system. The circulation of the Journal and the society’s 
present and past membership include some 4,000 persons. Direction 
of the society's activities is in the hands of thousands of persons. 
Direction of the society’s activities is in the hands of the active mem- 
bership, limited to persons currently employed in the Patent Office. 

| should like to offer to this committee certain information which 
was before the Senate Appropriations Committee some years ago, and 
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which it 1s believed has a very direct and vital bearing on the budget 
question this committee is now considering 

In 1947, the Journal of the Patent Office Society, through the 
cooperation of the Commissioner of Patents, published a study of 
what caused the appalling condition of the Patent Office at that time, 
when the Office was more than 2 years behind in its work. A member 
of this committee at that time stated that the committee found the 
Journal study helpful. Because conditions now are so like those 
which led to the bad 1947 situation, | offer for your records the Decem 
ber 1947 issue of the Journal, particularly pages 869-894, discussing 
the chart on page 888 

The study is extremely pertinent. I shall emphasize here only two 
points 

The first and obvious one is that when the Office, already overloaded, 
finds its work increasing and the number of examiners being reduced, 
its work gets further and further behind 

The second point is not so obvious. 

It might seem that what 50 fewer men would lose in one year, 50 
new men might offset entirely a year or two later. 

Unfortunately, this is not true. The study shows clearly that as 
the Office becomes further behind, its efficiency falls. 

For many reasons, production per man falls sharply. As each 
man’s docket of cases increases in number and variety, he must spend 
more time reading up in new fields of science and industry, especially 
in those highly complex fields where so many of today’s inventions 
lie. As delay between actions on a case increases, more time is 
wasted on rereading things inevitably forgotten; and the greater is 
the chance that with changing personnel, the next action will involve 
extensive study by some examiner entirely new in the case. High 
production of experienced men is replaced by low production of new 
men. ‘Time out to supervise new trainees means further production 
lost. And many additional factors, in times of increasing load with 
reduced or new personnel, drag the efficiency of the office inescapably 
down. 

The Journal study therefore indicates clearly that over any e 
period, under present conditions, a budget eut would quick! 
its own purpo sc 

It indicates that true economy would not lie in a cash saving now, 
with the inevitable drop in office efficiency, but in the opposite 
direction 

The study suggests that true economy would lie rather in requiring 
the Patent Office to complete as soon as possible the job it could only 
half do with the limited funds available in the vears following 1947; 
in temporarily increasing the appropriations long enough to let the 
Office complete the job of getting up to date; in enabling the Office 
to end those inefficiencies which this dragging overload compels; and 
in aiding the Office to become reasonably current in its work, so that 
each man, and the Office as a whole, may work at the highest efficiency 
in performing its proper service to the public. 

Chairman Bringes. Mr. Kinghorne 





1872 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 
DEPARTMENT OF STATE 
WORLD’S POULTRY SCIENCE ASSOCIATION 


STATEMENT OF JOSEPH WILLIAM KINGHORNE, VICE PRESIDENT 
FOR THE UNITED STATES OF THE WORLD'S POULTRY SCIENCE 
ASSOCIATION, WASHINGTON, D. C. 


GENERAL STATEMENT 


Mr. Kineuorne. Mr. Chairman, IT have a short prepared state- 
ment which I am going to read to the committee. 

Mr. Chairman and members of the Senate Appropriations Com- 
mittee, my name is Joseph William Kinghorne of Washington, D. C. 
I am vice president for the United States of the World’s Poultry 
Science Association. This organization was started in 1912 by the 
late Prof. James E. Rice, formerly head of the poultry department of 
Cornell University; the late Sir Edward Brown of London, England, 
and Prof. Richard Graham, formerly of the Ontario Agricultural Col- 
lege of Guelph, Canada, 

The purpose of this association is to promote research and educa- 
tional activities relating to all phases of poultry products and market- 
ing, and to encourage the exchange of the results of such work be- 
tween nations. To accomplish this, the World’s Poultry Science 
Association publishes a quarterly magazine known as the World’s 
Poultry Science Journal and holds an international congress every 3 
years, 

At each succeeding congress their benefits and importance have 
become more apparent. These congresses serve as marks of progress, 
dignify and give prestige to the industry, and present a medium of 
international acquaintance and better understanding. 

The time, place, number of countries Sareaaaeed and attendance 
at the various congresses held up to this time are given as follows: 

First Congress, 1921, The Hague, Holland; countries represented, 
25; papers presented, none; and attendance, none. 

Second Congress, 1924, Barcelona, Spain; countries represented, 37; 
papers presented, none; attendance, 175,000. 

Third Congress, 1927, Ottawa, Canada: countries represented, 42; 
papers presented, 153; attendance, 150,000. 

Fourth Congress, 1930, London, England; countries represented, 
60; papers presented, 156; attendance, 80,000. 

Fifth Congress, 1933, Rome, Italy; countries represented, 49; 
papers presented, 147; attendance, none. 

Sixth Congress, 1936, Leipzig, Germany ; countries represented, 41; 
papers presented, 160; attendance, 70,000. 

Seventh Congress, 1939, Cleveland, Ohio; countries represented, 
58; papers presented, 180; attendance, 850.000. 

fighth Congress, 1948, Copenhagen, Denmark; countries repre- 
sented, 35; papers presented, 137: attendance, 50,000. 

Ninth Congress, 1951, Paris. France; countries represented, 42; 
papers presented, 139; attendance, none. 

The 10th World’s Poultry Congress is to be held in Edinburgh, 
Scotland, August 13-21, 1954. 
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Since the Third Congress held in Ottawa, Canada, in 1927, the 
United States Government has provided funds, either through money 
made available by the Division of International Conferences, Depart- 
ment of State, or by direct appropriation, for partic ipation in these 
international events. ‘The one exception was for the Congress held 

Rome, Italy, in 1933. 

From the table given above, it will be seen that at these various 
congresses, from 25 to 60 foreign countries were presented by delegates 
and participants expected that from 50 to 60 countries will be repre- 
ented at Edinburgh. Although Russia has not participated at these 
vents in recent years, many of her satellite countries were represented 
at Paris in 1951. At that C ongress, Czechoslovakia, Hungary, 
Poland, and Bulgaria had representatives in attendance. 

The United States leads the world in the production of poultry 
products. It also leads the world in poultry research and education. 
The production of poultry and eggs in the United States is now a 
$4-billion industry and is the third most important branch of agricul- 
ture. Poultry products are raised on more farms in this country 
than any other agricultural product. 

The United States is the only country that has been honored by 
hav ing had two Presidents of the World’s ] Poultry Science Association. 

Conside ring the importance of the poultry industry in this country, 
the leadership we have maintained in the advancement of poultry 
research and education, and the efforts we, as a government, have 
made and are making toward international good will and fellowship, 
it would be a reflection on the United States not to have representation 
at this 10th World’s Poultry Congress 

Without sufficient funds to send an official delegation, the State 
Department is not in a position to accept the invitation to this 
Congress extended by the British Government. The amount of 
$10,000, specifically earmarked for participation in the 10th World’s 
Poultry Congress, added to the appropriation of the State Depart- 
ment would enable our Government to be officially represented by 
Government specialists at this Congress and to accept the invitation 
to participate. 

Chairman Brinaes. Thank you. The committee and particularly 
the chairman of the committee, is well aware of problems of the poultry 
industry and of the necessity of keeping the United States abreast of 
all of the developments as far as any international aspects are con- 
cerned. We will look with sympathy on this item. 

I will ask Mr. Wilber to file a brief statement on this. 

Mr. Wizser. We will be happy to, Mr. Chairman. 

(The statement referred to follows: ) 

The 10th World Poultry Congress is typical of a large number of meetings in 
the technical and scientific field which do not directly involve or affect Govern- 
ment responsibility or action, although certain Government agencies may have 
interests in the fields concerned. In view of the limitation of funds currently 
available for Conference participation, the Department’s policy has been to 
restrict official participation to conferences and meetings where Government 
responsibility or action is involved. In accordance with that policy, this Depart- 
ment advised the Department of Agriculture on May 3 that an official delegation 
would not be accredited to the 10th World Poultry Congress. The following is 
a copy of the communication to the Secretary of Agriculture. In view of the 
strong representation of the Government’s interest in this pa:ticular conference, 
the Department is reconsidering its decision. 
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DEPARTMENT OF STATE, 
May 3, 1954. 
Hon. Ezra Tart BENson, 
Secretary of Agriculture. 

Dear Mr. Secretary: Reference is made to Mr. Morse’s letter dated March 3, 
1954, regarding proposed official participation by this Government in the 10th 
World Poultry Congress scheduled to convene at Edinburgh on August 13, 1954. 

Since the receipt of Mr. Morse’s letter a number of discussions have taken 
place between officers of your Department and the Department of State, and thx 
officers of your Department have been advised informally of the decision not to 
accredit an official delegation to this Congress. This decision is in accord with 
the general policy of limiting official participation to those meetings where Gov- 
ernment responsibility or action is involved and consequently official accreditation 
is required. ‘The considerations involved were discussed in some detail in this 
Department’s letter to you of April 23, 1954, concerning possible participation 
in the 15th International Conference on Large Electric Systems (CIGRE) sched- 
uled to convene at Paris, May 12, 1954. 

The decision not to accredit an official delegation is not intended, of course, to 
preclude participation of persons who otherwise plan to attend. 

Sincerely yours, 
Davin McK. Kary, 
Assistant Secretary. 


AMERICAN FARM BUREAU FEDERATION 


Mr. Kineuorne. | have letters addressed to this committee by 
the American Farm Bureau Federation and others which I would 
like to submit for the record. 

(The letters referred to follow:) 


AMERICAN Farm BurEAU FEDERATION, 
Chicago 1, Ill., April 30, 1954. 
Mr. Haroitp MERRICK, 
Clerk, Senate Subcommittee for State, Justice, and Commerce, 
Senate Office Building, Washington, D. C. 

Dear Mr. Merrick: It is with considerable concern and regret to learn that 
the State Department has decided not to have an official United States delegation 
at the 10th World’s Poultry Congress to be held in Edinburgh, Scotland, this 
summer. 

It seems like the most inopportune time to discontinue such a long-time estab- 
lished policy, particularly when the United States has consistently had official 
delegations at all previous Congresses since 1927, and has always been one of the 
major sponsors. 

At the last Congress in Paris, 1951, there were some 36 nations participating, 
and we had over 200 delegates from this country in attendance in addition to our 
official delegation. The forthcoming Congress gives every indication of being 
better attended, and for us not to be officially represented would be, to say the 
least, inconsistent with all the efforts now being made by our Government to create 
better understanding, particularly in the field of international agricultural pro- 
duction and trade. 

I do hope that something can be done to place our participation in this Congress 
on an Official basis and keep faith with our avowed policy on strengthening inter- 
national trade relationships, and good will. 

With kindest regards, 


H. H. Arp, 
Director, Commodity Departments. 
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ItHaca, N. Y., May 5, 1964 


SENATE SUBCOMMITTEE FOR STATE, JUSTICE, AND COMMERCE. 


(Attention of Mr. Harold Merrick, Clerk. 

I have been informed by Mr. J. W Kingl 1orne, vice president of the World’s 
Poultry Science Association for America, that the State Department will not | 
able to accept the invitation to participate in the 10th World’s Poultry Congress, 
but instead will simply acknowledge the invitation 

To acquaint you with the world’s poultry congresses, I am attaching a leaflet 
which was prepared just prior to the Eighth World’s Poultry Congress which 
was held in Copenhagen, Denmark, in 1948. On the second page of this leaflet 
you will finda summary of some of the activities of the world’s poultry congresses 
1 have added the statistics for the eighth and ninth congresses in order to bring 
the information up to date 

You will notice that these congresses have always been truly international 
character, drawing delegates and visitors from a large number of countries 

Persons from this country have always taken a leading part in the activities 
of the World’s Poultry Science Association and the congresses. The late Prof 
James E. Rice was a president of the association, and William D. Termohlen 
is an honorary past president of the same. This country has always been well 
represented as vice presidents and members of the council 

It is anticipated that 50 to 60 countries will be represented at the 10th World’s 
Poultry Congress, to be held in Edinburgh August 13-21, 1954 

In view of the fact that so many foreign governments will be represented 
officially at the 10th congress, and in view of the fact that the United States has 
been officially represented at previous congresses, it is hoped that the United 
States, which leads the world in poultry production, education, and research, 
will also be officially represented at the forthcoming 10th World’s Poultry Con- 
gress 


Sincerely yours, 
G. F. Hevser, 
Treasurer, World’s Poultry Science Association 


Wor.up’s Pouttry CONGRESSES 


One of the important activities of the World’s Poultry Science Association has 
been the promotion of the world’s poultry congresses. It is true that each indi- 
vidual congress has been managed by an indepe indent congress organization of 
the country in which it was held, but the body which makes these international 
meets possible and under whose auspices they are held is the World’s Poultry 
Science Association. 

The proposal to form an international organization materialized in a conference 
held in London July 1912. Twenty-six countries were represented at that meeting, 
at which time the International Association of Poultry Instructors and Investi- 
gators was formed. This name has been since changed to the World’s Poultry 
Science Association. Sir Edward Brown of England was named as its first presi- 
dent and Dr. Raymond Pearl of the United States as secretary-treasurer. 

The activities of the newly formed association were interrupted by World War 
I, but an International Poultry Conference took place in London in Mare 1919. 
After that seven successful congresses have been added to its history as shown in 
the accompanying table. 

The eighth congress will be held in Copenhagen, Denmark, August 20-27, 1948. 
This will consist of a congress of scientific sessions with a national exhibit by the 
host country. 

At each succeeding congress their benefits and importance have become more 
apparent. The congresses act as milestones and serve to mark progress. They 
dignify and give prestige to the industry and they present a medium for inter- 
national acquaintanceship. 
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Wauat Asout THE Nintno WoRr.p’s Pouttrry CoNnaress? 


World’s poultry congresses were held every 3 years from 1921 until 1939. 
The eighth congress should have been held in 1942. This was not possible 
because of World War II. It will be held in 1948 

Time of the Congress: According to the regular schedule this should be held in 
1951. 

Place of the Congress: The preference for the place will be given to countries 
in which congresses have not be held. 

Responsibility of the country in which the congress is held. The host country 
would be required to provide facilities for holding the congress. This would 
involve rooms for the various meetings to be conducted in connection with the 
congress. It would also involve exhibit space for the national exhibit as well as 
educational, live-bird, and commercial exhibits from other countries in case it is 
possible and desirable to hold them. 

The host country would be responsible for the publication of the congress 
reports. 

The host country would subsidize the official organ of the World’s Poultry 
Science Association from the time the country is selected until the congress is 
held. This publication, the World’s Poultry Science Journal, would be used as 
a medium for advertising the congress. 

The host country also provides some entertainment for the delegates and 
opportunities for visits to points of interest. 

The World’s Poultry Science Association, through its committees, would select 
the papers to be presented at the congress, would help arrange the program and 
cooperate in all ways possible. 

Invitations for the ninth world’s poultry congress: Any government desiring 
to issue an invitation to hold the ninth congress in its country should submit a 
invitation to the secretary-treasurer, Dr. G. F. Heuser, Rice Hall, Ithaca, N. Y 
U. 8. A., not later than June 1, 1948, in order that they may be presented at the 
Council of the World’s Poultry Science Association at its meeting in Denmark 
at the time of the eighth world’s poultry congress. If possible selection of the 
country in which the ninth world’s poultry congress will be held will be made 
at that time. 

in addition to the invitation, as much information as possible should be sub- 
mitted such as: The place of holding the congress; facilities for congress sessions, 
educational exhibits, live-bird exhibits, and commercial exhibits; hotel accom- 
modations; entertainment; tours; any other special features or advantages. 





THE QuAKER Oats Co., 
Chicago, Ill., May 6, 1954. 
Mr. Haroutp MERRICK, 
Clerk, Senate Subcommittee for State, Justice, and Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. Merrick: The poultry industry has been very active in prepara- 
tions for participating in the 10th World’s Poultry Congress in Edinburgh, Scotland, 
in August of this year. In a number of previous years, that is, in 1930, 1936, 
and 1939 the Government had been asked for an appropriation to stage an exhibit 
in connection with the world’s poultry congresses. This year the industry is 
planning an exhibit consisting of all the current poultry literature in the form of 
poultry books, poultry magazines, and poultry bulletins issued by the colleges 
and experiment stations. This material is to be given to the Edinburgh Poultry 
Research Center as a gesture of good will. 

At this time the industry has available a large number of movie films that show 
the activities of the poultry industry as well as bringing out much of the research 
work that is being done. We feel that between the literature and the films we 
are making a very excellent presentation of the activities of the United States 
poultry industry at Edinburgh. This is all done without cost to the Federal 
Government except that we are counting on the films and literature being shipped 
in the diplomatic pouch to Edinburgh so that it will not be necessary for us to 
pay duty on arrival in Great Britain. 

The leaders of the congress in Scotland have paid a very high compliment to 
our poultry industry by asking 3 of our outstanding poultrymen to present 3 of 
the 4 principal or primary papers that cover the principal research work of the 
industry at the opening session at Edinburgh. These men are all going at their 
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own or at their companies’ expense and we are not asking the Government to 
share a part of their expenses. 

We feel very strongly that the United States should be represented by a number 
of the members of the United States Department of Agriculture. We believe it 
would be highly improper for us to solicit funds from the poultry industry to pay 
the expenses of the members of the USDA to attend the congress, and we think 
it further would be quite embarrassing to the members of the Department for us 
to solicit funds. The poultry industry is one of the major agricultura] industries 
of the country, having a gross output today in excess of $4 billion a year paid to 
the farmers of the country. It is the No. 1 agricultural industry in a number of 
States. The poultry industry has made more progress in lowering cost of produc- 
tion in recent years than has been attained by any other branch of livestock 
production. 

Our participation in the world’s poultry congress will do much to alert the 
other countries to the progress that has been made here and can be an inspiration 
to them to make similar progress toward efficient production of a highly nutritious 
food. In my opinion, it is vital that the United States be officially represented 
with an official delegation from the United States Department of Agriculture. 
I feel there would be a great deal of loss of face for the poultry industry of this 
country if we are not officially represented, especially so in view of the fact that 
many other countries, as usual, will be officially represented. 

An appropriation of $10,000 should amply take care of the expenses for the 
proper representation of the United States Department of Agriculture. 

Sincerely yours, 
O. B. Kent, 
Director, Feed Research, Chairman, United States Committee, 10th World’s 
Poultry Congress. 


Rauston Pura Co., 
St. Louis, Mo., April 28, 1954. 
Mr. Haroup Merrick, 


Clerk of the Senate Subcommittee for State, 
Justice, and Commerce, Washington, D. C. 

Dear Mr. Merrick: It has come to my attention that you have before your 
committee a bill to authorize the appropriation of $10,000 so that the United 
States may officially participate in the coming world’s poultry congress to be held 
in Edinburgh, Scotland. 

As an officer of the World’s Poultry Science Association and as a member for 
over 30 years, I feel that it is distinctly to the advantage of our great poultry 
industry in this country to accept this invitation because to fail to do so under 
today’s international tension would only add one other point of controversy 
among our friendly nations. 

Since there are no political or international angles involved in such a program, 
I do not believe we can be consistent and refuse such an invitation when we as a 
nation extended the invitation for the seventh world’s poultry congress which 
was held in Cleveland, Ohio, in 1939. 

I sincerely trust that your committee will report this bill out favorably and that 
your committee will expedite its passage by the Congress. 

Sincerely yours, 
J. D. Syxus, Vice President. 


MEMORANDUM FOR ASSISTANT SECRETARY ROSS RISLEY 


Mr. Witzer. I think I should indicate while the witness has re- 
quested the additional amount of $10,000 to cover this particular 
activity, that funds are not the problem. It is merely a ‘eng on 
the use of the international contingency funds, and perhaps we have 
not attached the proper importance to this particular activity. But 
I will be happy to file a statement on it. 

Chairman Brinces. I have a memorandum for Assistant Secretary 
Ross Risley, in regard to this poultry meeting which I will file for the 
record. 

(The statement referred to follows:) 
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MEMORANDUM FOR ASSISTANT SECRETARY Ross Rizuey 


| am reviewing our conversation of this afternoon concerning what I felt was 
a verv shameful situation and which some Members of Congress also feel is rather 
embarrassing and say they would like to take immediate steps to correct. 

[ refer to the technical inability of our State Department to accept the invitation 
if the British Government to participate in the triennial meeting of the World 
Poultry Science Association, known as the World Poultry Congress, which this 
Aucust will be held in Edinburgh, Scotland, under the sponsorship of the British 
Secretary of State and Ministry of Foods and Agriculture. This technicality 
arises over the fact that the Federal appropriation for participation in foreign 
conferences has been constantly reduced from its old figure of $3 or $4 million to 
a present anpropriation of about $1 million. This we understand will be largely 
ised up by the Geneva meeting, and no allocation at all has been made to cover 
participation by the United States in the Edinburgh Congress in August. Thus, 
in the absence of any money with which to send any official delegate from the 
United States, and since no public officials have volunteered to go at their own 
expense, the State Department is unable to designate any official delegate and so 
has not accepted the British Government’s invitation. 

Our poultry industry, which has during the past 20 years found both profit and 

spiration in these foreign meetings which have been attended by large numbers 
of Americans at their own personal expense, is very much disturbed over this 
apparent slight. In 1939 the United States had the privilege of being the host 
iation and at that time the Congress met for 8 or 9 days in Cleveland Its 
significance to the industry becomes immediately apparent when you consider 
that for 2 of those days the attendance at the gate in Cleveland exceeded the 
lay’s attendance at the nationally advertised World’s Fair then going on in New 
York. The poultry industry, which now yields several billion dollars of our 
national farm income, feels it enjoys a »ermanent and growing percentace position 
in our national farm economy. At least 100 members of the World Poultry 
Congress associated with this phase of the industry will go to Edinburgh this 
vear. However, they will have to go without any official head and with no 
American representative carrying the prestige of the Foreign Ministry of Agri- 
culture with whom they will meet and work 

I have brought this to the attention of Cliff Hope of the House Agriculture 
Committee and expect to see two members of the Senate Appropriations Com- 
mittee this afternoon. My thought was that we could introduce by amendment 
or otherwise a bill making available not over $10,000, possibly only 8, for the 
specific purpose of paying the transportation and 10 days hotel, food, and inci- 
dentals of 6 Government men chosen from the Department of Agriculture either 
as delegates or as participants in the Congress representing the United States 
Department of Agriculture. I have already talked over one angle of this with 
Mr. Benson, and my suggestion was that he be sent over as honorary chairman 
of the American delegation which would give him a suitable title in the meetings 
and official gatherings of other national officials without having the burden of 
detailed administration responsibilities that fall on the active chairman. I will 
follow this up with Bob MeMillen as to the possible timing of the Secretary’s 
attendance to minimize his absence from his responsibilities here. I feel that 
with the large amounts of money spent through other channels under the guise 
of creating national prestige, it is a shameful oversight if this opportunity is 
neglected, for not only does it allow important contacts involving implications 
of statesmanship in discussing international food problems at a top level basis, 
but also it would allow a material gain in a greater personal awareness of other 
problems directly coneerning the utilization of foreign markets in the important 
problem of surplus crop disposal 

As to actual costs, | was chairman of the Poultry Congress, to a committee, 
and am a member of the committee this year, and can say positively that under 
our present travel arrangements there is available at present steamship and 
hotel arrangements under which we can take over six official appointees from the 
USDA as either delegates or participants at a cost not exceeding $1,000 apiece, 
which would total $6,000, and could transport Secretary Benson with’ accom- 
modations suitable to the dignity of his position at a cost of approximately 
$2,500. If the same appropriation allowed a maximum of $500 for special 
transportation in Edinburgh (like a hired car with American insignia) or to go 
toward defraying the expenses of an American reciprocal reception such as the 
other delegations put on and which the American delegates have heretofore had 
to finance personally, this would make altogether a total of only $9,000 which I 
believe would be adequate 
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Of the 6 possible representatives of the USDA I would suggest only 4 in additio: 
to the Secretary that I would classify as “‘musts.’”’ These are: W. D. Termohlen, 
head of the Poultry Division and a past president of the World Poultry Science 
Association; Dr. Brandt, representing livestock and poultry research; Dr. Shrader 
of the Agricultrual Extension Service; and Ed Karpoff of the Agricultural Eco- 
nomie Division of AMS. These men would each participate in corresponding 
group activities at the Congress, and this country should be represented in all of 
them. I have no suggestions for the other two appointees. 

[ appreciate greatly your interest in this because not only does the industry 
need your help and understanding, but also this country should not suffer because 
of such a trivial oversight in so important a matter. 

Leavitr C. Parsons. 

Norr.—As to its importance, the Paris Congress was opened by the President 
of France and the sponsorship of the Congress this August is Her Majesty the 
Queen and the Duke of Edinburgh. 


Chairman Bripces. Mr. Lemmon, do you care to say anything 
to the committee on the appropriation which is pending for USIA? 


UNITED STATES INFORMATION AGENCY 


STATEMENT OF WALTER S. LEMMON, WORLDWIDE BROADCAST- 
ING SYSTEM, NEW YORK, N. Y. 


GENERAL 





STATEMENT 


Mr. Lemmon. I have a very brief statement to make as I realize 
your time is limited. I do not have a prepared statement, but I have 
a few remarks which may be of interest to the committee and also 
one or two exhibits to show which may be of assistance to you. 

My name is WalterS5. Lemmon. Iam an electrical engineer special- 
izing in the field of radio communications and I am testifying today as 
president of the Worldwide Broadcasting System, the licensee, owner 
and operator of international radio station, WRUL, located in Scitu- 
ate, Mass., with studios in New York, N. Y. 

We are engoged in international broadcasting over a number of 
radio beams which reach all over Latin America and to all parts of 
Europe and the Middle East, as well as various sections of Africa. 

Mr. Chairman, as you know, I have had the privilege of appearing 
before this committee on several previous occasions, and I would now 
like to bring the committee a bit up to date on our current activities. 
I would also point out our interest in this appropriation which now 
goes to the United States Information Agency, instead of to the 
State Department as in the previous years. 

My testimony is very much shortened because Mr. Leonard Erick- 
son, the retiring manager of the Voice of America, testified here about 
2 weeks ago and upon a question from Senator Knowland, who was 
temporarily in the chair at that time, Mr. Erickson stated for the 
record his experience with the value of private enterprise broad- 
casting to supplement the programs of the Voice of America. So I 
will not repeat his testimony at this time since it is a part of the 
hearing record. 

I want to outline, however, that the Voice of America, as Mr. 
Erickson indicated, discontinued all of its broadcasts to the Latin 
American area, I believe, during the end of May a year ago and in 
WRUL as a private organization, we have been endeavoring to fill 
that gap to the best of our ability. We have had a considerable 
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amount of suecess so that we can show from our files many hundreds 
of letters which state that since the Voice of America discontinued, 
they have been very pleased to get the service from a private agency 
and in fact a number of the letters indicate that there is a much 
higher credibility of new and similar types of broadcasts coming from 
private auspices. 

We are broadcasting at the present time to all parts of Latin 
(merica from Mexico through Central America, down to the Argen- 
tine, but we have been concentrating, as far as our current contract 
with the USIA, more in the Caribbean and Central American areas. 
We do receive letters from the entire Latin American area and for 
the purposes of the record to save time for the committee, I would 
like to put a few excerpts of listeners’ letters into the record translated 
from the Spanish and also from Portuguese. 

You might be interested while I am testifying, in reading a few of 
these excerpts because they indicate that in Guatemala which is a 
highly sensitive spot at the moment, we have a good many listeners; 
that they appreciate these broadcasts from WRUL and would like 
to have them expanded. 

We also receive a good many letters from the Argentine where the 
listeners are interested in our news and special feature programs. 
They say that they contrast these with the offerings of their own 
vovernment. 

At the present time, in both of those areas it is very important to 
have broadcasts come from the United States, and I feel, and many 
others agree with me, that under private auspices these can be made 
extremely effective. 

We also have some letters from Brazil which you might like to look 
over, Brazil being an area we just started to broadcast to in the 
Portuguese language. I would like to cover the Brazilian end a little 
more completely, later in my testimony. 

Whereas we operate these radio beams from Massachusetts, our 
station being located on the shore of the Atlantic near Boston which 
is recognized by radio engineers as one of the finest transmitting loca- 
tions for international broadcasting along the east coast, we have 
radio beams covering Mexico and other beams covering Central 
America. 

There are others covering South America and special beams for 
Brazil. 

We also feel that to supplement the direct shortwave broadcasting, 
even though the Department of Commerce survey indicates there are 
more than 4 million receiving sets already equipped with shortwave 
dials in Latin America, we can amplify this audience through arrange- 
ments with local stations to pick up the program on shortwave and 
transform it to standard or regular broadcasting service, that is local 
service. 

In spite of the many difficulties that we operated under this year, 
due to almost month-by-month contracts which I will explain later 
on, we have been able to build up a network at least in this area 
which is the most important. In Mexico, Central America, and the 
Caribbean area, we now have a network of local stations. We have 
about 33 stations which pick up our programs each night and rebroad- 
cast them locally. That further expands the audience. 
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If we are privileged to continue on a fairly large scale during this 
year, we hope to expand this network into 50 or 60 stations if we can 
put the project on a more organized basis. 

The next point that I would like to make is the fact that in the 
budget of the USLA, for the first time, they have acutally included an 
item for private international! broadcasting. They have recommended 
an amount of $300,000. During this past year, as Mr. Erickson 
testified, in spite of the fact that many of the contracts were on a 
month-by-month basis which made operation very difficult, we have 
received approximately $120,000, or we will, for this broadcasting up 
through June 30. So we are not asking that the amount be raised 
above that which the USLA recommended, namely $300,000. 

I might point out with the present world situation this is a very 
small sum and larger sums could well be used but we would like to 
indicate some of our experience and the difficulty with the lack of any 
wording in the appropriation bill such as had been in the previous 
year. 

For example, we felt that Brazil, an area containing somewhat over 
50 million Latin American people and speaking primarily Portuguese, 
should be covered. But it was only about 2 months ago that we were 
finally able to convince the Administrator this should be done. We 
now have a small 15-minute a day program running to Brazil which 
has produced results far in excess of the small expenditure. 

In just these few months in broadcasting in Portuguese to Brazil, 
we have built up listeners and have mail from this entire area, par- 
ticularly the highly populated sections in Sao Paulo, Rio de Janeiro, 
and through the coastal areas. We still feel because there was no 
specific language in the bill that something should be done for Brazil. 
The Administrator did not feel this was important enough until just 
a few months ago. 


LETTERS FROM LISTENERS TO BROADCASTS 


Chairman Brivaes. When you say you had listeners, do you have 
letters which you have received. Are they available and on file? 

Mr. Lennon. Yes. We keep a complete file on the letters and | 
have taken some extracts which we will put in the record. 

For example, in Brazil it is rather interesting. I would like to read 
you one sentence. We had a listener in Rio who wrote that since this 
station was financed by American capitalists who are their economic 
oppressors, they want to give some publicity to that fact and it was 
obviously a Communist who was listening. If he keeps listening to 
our news, we are hoping we will be able to “accomplish quite a bit with 
him in changing his views. 

We also had a letter from a major in the Brazilian Army in Sao 
Paulo, stating that the news that there was going to be an atomic ex- 
periment in Brazil reached him over WRUL long before it was printed 
in the Brazilian newspapers there. There will be quite a bit of evi- 
dence attached to the record. 

I would like to show you an exhibit of the different types of pro- 
grams. During the Caracas conference we cooperated with the USIA 
and one of their: reporters down there had interviews with the Secretary 
of State, Dulles, and various people which were translated into Spanish. 
We sent them out all over Latin America. These are the types of 
broadcasts that I have with me. 
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We put out stock-exchange quotations and financial news to show 
the virility of the American free-enterprise system. We go into fac- 
tories and interview employees. I think this picture is a textile mill 
in Massachusetts with WRUL interviewing the employees and broad- 
casting down south, in this example. 

When United States Steel had the first shipload of ore from Vene- 
zuela, we had our microphones there to show the people this was a 
point 4 program in operation under private auspices. 

Recently at Cleveland we put on a program for Latin America and 
also for Europe, right from the Ninth Annual Trade Conference of the 
Chamber of Commerce, the World Trade Association of Cleveland. 

In previous years your committee has made an allocation of a 
specific nature to encourage private broadcasting and while, as has 
been reported to the committee, we did not receive much of that 
amount, still it was a definite amount. 

But this year, we found nothing specified in the appropriations 
bill, and it was extremely difficult for us. We had to go for quite a 
period on a month-by-month basis which did not make for the most 
economical use of funds, or efficiency. 


PROPOSED LANGUAGE 


So with the $300,000 recommended by the USIA themselves, we 
would like to ask that this language be put in the bill, which is very 
similar to what we have had on previous years. 

Chairman Bripges. We will make note of that language in the 
record. 

(The information referred to follows:) 

Of which sum not less than $300,000 shall be made available to one or more 
private international broadeasting licensees for the purpose of developing and 
broadcasting under private auspices, but under the general supervision of the 
United States Information Agency, radio programs to Latin America, Western 
Europe, as well as other areas of the free world, which programs shall be designed 
to cultivate friendship with the peoples of the countries in those areas, and to 
build improved international understanding. 


EXTRACTS FROM CONGRESSIONAL RECORD 


Mr. Lemmon. Last year during the debate on the bill, this matter 
was brought up on the Senate floor and I would like to read two 
short extracts from the Congressional Record of July 30. Senator 
Hickenlooper, not a member of the committee, felt that some amount 
should be in there. He introduced an amendment of this same 
amount, $300,000, with substantially the language that we have 
proposed. He said in his statement on the floor: 


Private agencies have done a very good jobin many cases. In the past there has 
been a tendency on the part of the State iesattanattt to economize in the amount 
of money which is being spent through other successful agencies and to put more 
money into Government operations which have not been so successful. 


Senator Ferguson stated: 


Together with other members of the committee, I realize the importance of the 
service. Personally I do not feel even $300,000 is sufficient. I believe this money 
can be spent to good advantage. 

If a private radio station broadcasts information and news, the people do not 
regard it in the same light as they regard a radio station controlled by the United 
States Government. 
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Senator Hickenlooper also stated at the conclusion, and I quote: 


I thought perhaps it is better not to use the words of limitation, so if the Ad- 
ministrator feels that he could spend $400,000 of $500,000 properly, he should be 
encouraged to do so, if it is in the best interests of the program. 


We have recommended the same amount that the Administrator 
has recommended, but we do request that this language be put in 
so that we can actually figure during the fiscal year on a definite basis. 

We also feel that Western Europe deserves some attention in addi- 
tion to Latin America. In previous years when there was an alloca- 
tion, we broadcast to Scandinavia very successfully, also to Italy. 
We have plans for Africa, which is also becoming a very sensitive 
area. We have the beams available to cover Africa. 

Chairman Bripars. Thank you very much. You know, as far as 
the chairman is concerned, I feel very strongly that this program 
should be tied in with private enterprise. I am sure this will get 
consideration by the committee. 


Will you go over with the staff of the committee what you can 
agree on with regard to the excerpts? 

Mr. Lemmon. Yes, sir. 

(The material referred to is as follows:) 


BrRaZILiA® LisTENER Letrer Excerpts 
(Translated from Portuguese) 
Received during early May 1954 


Curitiba, Parana.—Jose Ramos May—‘I am writing to you to express my 
gratitude for the excellent programs you have been presenting to Brazil, and to 
give you my wholehearted support for the continuation of your broadcasts in 
the Portuguese language. In my estimation, your programs constitute a true 
and valuable tie for the unity of the free peoples of the Americas. I also want 
you to know that I ask God’s blessings in making us more powerful and united, 
within a sound democracy. Will you please send me your program schedule 
and other material dealing with your activities? With my sincerest wishes for 
your continued success.” 

Bragamea, Parana.—Alfonso Cavalcanti—‘‘As a regular listener of your pro- 
grams especially directed to Brazil, I am writing to you that I feel very proud for 
having heard your special Pan American Day program and for belonging to one 
of the nations which form the Pan American Union. I would be very grateful 
if you send me all material possible for the dissemination of your services to 
Brazil and other countries.” 

Rio de Janeiro.—Jarecy| Mello—‘‘This is to inform you that I had the pleasure 
of listening to your program of April 8, 1954, and wish to tell you that I think 
that your service to Brazil is very valuable, not only because of its quality, but 
also because of the excellence of reception in Rio de Janeiro. I sincerely hope 
that you continue to broadcast in the Portuguese language, enlarging the periods 
of broadcasting, if possible.” 

Rio de Janeiro.—Joao Damasceno Vieira—“‘It would be just that your station, 
financed by American capitalists, our economic oppressors, give publicity to the 
innumerable letters sent from Brazil by independent Brazilians against the con- 
tinuation of your station called the Voice of Freedom which should instead be 
called the voice of the economic imperialism from North America. We are 
interested only in worldwide news of a true nature. We are full of propaganda. 
Please publish this letter.” 

Sado Paulo.—Maj. Sebastiao Magalhaes—‘‘I have listened regularly to 
WRUL’s daily programs presented to Brazil in Portuguese. In my opinion these 
programs should be longer, because it is to WRUL that we listen for complete 
roundup of news of general interest. As an example of the excellent services 
rendered by WRUL, I cite the following: I knew that an atomic city would be built 
in Brazil, through one of WRUL’s broadcasts, long before any local station here 
made reference to it.’’ 

Salvador, Bahia.—Elio Bentes Ribeiro—“It was with a great deal of pleasure 
that I listened to your excellent Pan American Day program. The high esteem 
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in which you are held by the whole world, and particularly in my country, in- 
spired me to write to you, and tell you that WRUL should continue broadcasting 
to Brazil on a larger scale because its programs are of great importance to us. 
Please continue the fight for liberty, giving the spirit of pan-Americanism the 
dissemination it deserves, for united we can offer a united front against interna- 
tional communism. The programs from WRUL are heard here with absolute 
clarity.” 

Séo Paulo—Nelson Francisco de Sousa—‘It is with great satisfaction that I 
write to you to inform that your programs to Brazil are heard here in excellent 
conditions. Through your daily broadcasts in Portuguese we are becoming well 
informed on what is happening in the world.” 

Valinhos, Sdéo Paulo.—Batista Tasca ‘It was with great pleasure that I tuned 
in your station on March 8, at a time when you were broadcasting a news program 
regarding the Inter-American Conference in Caracas. 

“T greatly enjoyed this newscast which tells us in detail what is happening in 
Caracas. 

“In this important moment for the peace of the Americas it is extremely impor- 
tant and useful to broadcast what is happening within the walls of the conference 
building and this is what WRUL is doing. You may rest assured that this service 
in Portuguese is duly appreciated by the listeners.” 

Sado Paulo.—Ramon Riera—‘‘l am writing to you to inform that I like vour 
programs very much and appreciate your wishing to cooperate with your listeners. 

“T would like to receive information and photographs regarding the things 
that interest the Brazilian and other foreign tourists who would like to visit the 
United States. I refer to the various phases of American life like farms, museums, 
monuments, parks, universities, ete 

“? would also like to know something about the average salary earned by the 
American worker, the social laws which protect the laborer, and any information 
pertaining to assistance given in case of accident, ete.” 

Rio de Janeiro.—Kdgard Ferriramaia—‘‘l listen every night to your station 
apd your transmission comes out of my speaker here as clear is if the station 
were right in Rio. I enjoyed particularly the several interviews you broadeast 
of the Brazilian delegates at the Caracas Conference. 

‘*Please, my dear friends, send me some photographs of New York which I 
consider the most beautiful city in the world, and also send me a schedule of your 
transmissions in Portuguese.”’ 

Curitiba, Parana. 4 signatures “In my opinion, the men of WRUL who 
are giving their best to show the world the real meaning of the sentiment of 
humanity, deserve the support and the congratulations of all Brazilians for the 
magnificent work they are rendering. By giving that support, we will show them 
that we understand what they are fighting for, and by understanding we will be 
understanding ourselves. In that way we will win this fight against evil forces 
and will gain our happiness and freedom.”’ 

Andradina, Sao Paulo.—Emil A. Salomao—‘‘Will you please accept my very 
best wishes for everyone connected with WRUL, of New York. It is with great 
satisfaction that I write to you to give you my impressions about the program you 
are now broadcasting to Brazil, at 19:45 Brazil time. The programs are heard 
here so clearly that we iiave the impression that we are listening to a local station. 
The news reports are very interesting because of their variety and mutual interest 
* * * May I add that in my opinion WRUL should continue to broadcast daily 
in the Portuguese language so that we Brazilians may truly hear a good roundup 
of news like you have been transmitting. I must say that you give us a complete 
picture of the world today, and in that way help us greatly in increasing our 
knowledge of what goes on in the world.” 

Gloria, Rio Grande do Sul.—Leno Grave—‘It is with pleasure that I write to 
you to inform that I listen with great interest to your daily programs to Brazil 
in the Portuguese language. The programs are heard here very clearly and the 
news presented is of great importance, both for its opportune nature and for the 
excellent quality of the speaker.”’ 


ListENER LEerrerR ExcEeRpPts 
(Translated from Spanish 


Nicaragua.—Dr. Marco Antonio Mendoza—‘‘As a good Latin American. I 
am an enthusiastic listener of your radio station which is received very clearly 
throughout this country. Your station carries interesting programs that cultivate 
the desire for liberty and progress.” 








1886 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


Colombia.— Oscar Mejia M.—“It has been a pleasure to know that the United 
States of America is concerned not only with the economic aspects of the Latin 
American countries, but with the cultural aspects as well.’’ 

Guatemala.—Hector I. Rodriguez—“* * * to inform you that your station is 
received perfectly clearly and that I am plesaed with all your programs. My 
congratulations.” 

Guatemala.— Miss Ofelia Perez E.—‘‘As one of WRUL’s most devoted listeners, 
I wish to congratulate your powerful radio station for your clear transmissions 
as well as for the variety and good taste in the selection of your programs * * *,” 

Argentina.— Miguel EF. Prehn, Jr.—‘‘The quality of your programs is unsur- 
yassable, not only due to their content but also due to their presentation as well. 
| enjoy the hit parade which gives me the opportunity to inform my friends of the 
latest musical hits in the United States.” 

Buenos Aires, Argentina.—Juan Rodolfo Bianchi—‘ After tuning in WRUL for 
the first time, I could not help but write to you to express my appreciation for the 
interesting programs you are broadcasting to Latin America.” 

Habana, Cuba.—Leonardo Naranjo C.—“* * * IT am a loyal listener to your 
Spanish programs broadacst to Latin America from 7:15 to 8:35 p. m. and I am 
very pleased with the artistic quality of your programs as well as with the excellent 
reception I obtain from WRUL. 

Habana, Cuba.—Jose Reyes—‘‘Please accept my congratulations to you and 
your staff for your excellent work. The only suggestion I have to make is that 
the time devoted to Latin America be extended. 

Merida, Yucatan, Mexico.—Narciso Fernandez B.—‘‘Your Spanish programs 
contain everything which the most particular radio listener could wish. My 
sincere congratulations to the announcers and staff of WRUL. Please devote 
more time in your programing to Latin America. 

Compana, Argentina.—Oscar Comelli—‘'I am completely satisfied with your 
Spanish programs. I express my satisfaction with the musical programs which 
are prepared with good musical judgment. It also pleases me the variety of 
subjects contained in your programs. The dissemination of knowledge about the 
United States of America is praiseworthy.” 

Montevideo, Uruguay.— Dante E. Susena—‘My opinion is that your programs 
are very good and interesting. I believe they are of a great cultural value. 
These transmissions are received here very clear, in fact, as strong as the former 
broadcasts of the Voice of America. I cannot find words to thank you for your 
splendid efforts toward a better understanding with the Latin American people. 

San Jose, Costa Rica.—Bernardo A. Campos Alvarez—‘I listen to your station 
every night with great interest and wish to inform you that I truly enjoy your 
programs which come through my loudspeaker with great power and very clear. 
I feel sure that vour station is heard by millions of listeners in Latin America who 
like me are waiting every night for the voice of friendship that is sent by your 
transmitters across the seas. 

Bogota, Colombia.—Pablo E. Vargas P.—‘‘I have been listening for quite a 
time and with all devotion to the programs of your powerful and highly regarded 
station. I congratulate deeply each and every one of the members of the station 
for the commendable work that you are achieving with your spirit of good 
wi * * ©, 

Guatemala City, Guatemala.—Dr. Esequiel Soza—“I want to tell you that the 
audibility of your station here is magnificent—very clear—and the selection of 
music is very good. But this is not all—not only is the music so splendid, but 
also the scientific information covering all fields. 





Jewish War VETBRANS OF THE UNrrep States or AmMBRIca, 
Washington 10, D. C., May 6, 1954. 
Hon. Sryies Bripces, 
Chairman, Senate Office Building, 
Washington, D. C. 


Dear Senator Bripces: For your information, I am enclosing a copy of the 
resolution passed at our 58th Annual National Encampment at Chicago, IIL., 
September 1953 relating to the Voice of America, the United States Information 
Administration and similar agencies which are presenting the American viewpoint 
on world affairs and the American way of life in competition with Communist 
Russia’s attempt to blacken the reputation of the United States and all that our 
country stands for. 
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In line with that resolution, may I emphasize to you and the members of your 
Appropriations Committee that no pinchpenny policy should govern your consider- 
ation of appropriations for the activities outlined in our convention resolution. 
Our resolution calls for double the appropriations granted in the first session of 
the 83d Congress. ‘To do less would throttle the efforts of our Government in 
the important battle of ideas. A failure to appropriate fully adequate amounts 
for the activities which must be carried on would be equivalent to withholding 
guns and ammunition from Armed Forces in battle. 

I shall appreciate it if you will enter this letter and the attached resolution in 
the record of your hearings. 

Cordially yours, 
BERNARD WEITZER, 
National Legislative Director. 


Voice oF AMERICA 


Whereas in the world market place of ideas, the free way of life as exemplified 
in our own country and in other nations similar to ours, is being attacked in every 
way possible by a propaganda campaign directed by the Russian Politburo from 
the Kremlin with an expenditure variously estimated up to $2 billion a year, and 

Whereas a major part of this campaign is aimed especially at blackening the 
reputation of the United States, its government, its institutions and its people 
without regard to truth or fairness in its charges and accusations, and 

Whereas, the Voice of America, the exchange of students, the operation of 
ibraries, the use of publications, motion pictures, and similar media of an educa- 
tional and cultural nature has on the whole been effectively used by our Govern- 
ment to confute the vicious campaign conducted by the Russian Politburo and to 
bring to the minds of the puppets and dupes of the Communist propaganda the 
real truth about ourselves and the awful limitations of freedom and individual 
rights which communism imposes: Now, therefore, be it 

Resolved, That the Jewish War Veterans of the United States of America, 
assembled at its 58th Annual National Encampment in Chicago, Ill., September 
2-6, 1953, deplore the cutting of the funds available for our Government’s activi- 
ties enumerated above and urge that such appropriations be, at least, doubled in 
the forthcoming session of the Congress. 

Mr. Lemmon. I have an associate with me who has had long experi- 
ence in private enterprise in Latin America. He has been associated 
with the Standard Oil Co. in their government relations with Latin 
America for many years. He is Mr. Gordon Mickler, and I would 
like to introduce him to you and have him say | or 2 words from the 
angle of the importance of creating a climate to increase trade there. 

Chairman Brineggs. Mr. Mickler. 


STATEMENT OF GORDON MICKLER 
GENERAL STATEMENT 


Mr. Micxuer. Mr. Chairman, Mr. Lemmon has given you my 
background and I would like to say what has attrac ted. my particular 
interest in this development of Worldwide Broadcasting is from my 
experience in Europe and Latin America with our private enterprise 
developments down there. 

I felt there is a very real need for this voice between the two coun- 
tries here and the people to make our people here and our motives 
understood. I think what we speak of so frequently from the stand- 
point of the desirability of American investments and commercial 
attitudes and interest in Latin American developments rely so much 
upon what we call a proper climate for private enterprise developing 
down there. This is one way of accomplishing it. 

Wherever I have gone in Latin America, I have found the need and 
desirability for it. 
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I think there is another element that comes particularly into the 

picture and you probably have heard something of it. That is the 
attitude or feeling on the part of our Latin American friends that they 
are somewhat in the category of forgotten people because of our 
affairs in Europe and the Far East. Rightly or wrongly, we have 
somewhat that impression, and | think this is one means that we can 
use to keep them in mind and keep in their minds the fact we are not 
= tting them. 

his entire course by a very natural and excellent means of broad- 

casting between the two countries is available. I would like to give an 
example of that and then you will see what I mean. 

A friend of mine came back up the west coast and stopped in to see 
Plaza in Equador, Plaza being an outstanding man. He said, “You 
know, I was in the habit of listening in on the radio programs simply 
because they came from the United States, the Voice of America.”’ 
He said, ‘‘So I got in the habit of doing it. I tuned in one afternoon 
just as a matter of habit and I found an excellent program in its place. 
At the end of the program it said ‘this program comes to you with the 
compliments of Moscow,’ ’’ which shows what we are up against and 
the other fellow is not asleep at the switch. 

There is the need and desirability of something from this country 
in the forefront with those people down there. 

I had a talk recently in New York with a man I am sure you know, 
Mr. Chairman, because I think he is one of our most experienced 
Foreign Service officers who has been in Latin America in the past. 
I refer to Walter Donnelly who was in Rio when I first knew him. 
In discussing this matter with him because he is now representing the 
United States Steel Corp., a private endeavor down there which can 
have very great significance ‘e us as a supply source in the future, he 
said, “I think by all means this is a desirable connection in thought 
between the two countries and by all means as a private voice it is a 
good thing.” He said, “Continuity in keeping up these programs is 
what really counts. The BBC is listened to simply for continuity 
for example, but there is always somewhat the aspects that it is a 
government voice and has Latin Americans interpret these things, 
there may be some government doctrine or propaganda in it.” 

He was extremely encouraging on the point. 

I happened to see the Ambassador from Brazil here. I told him 
how seriously Worldwide Broadcasting is taking Brazil as one of our 
great neighboring countries and one of great importance to us in the 
future. He was extremely encouraging on it. He said, “What you 
must get is some voice of this kind from the people of the United States 
to the people of Brazil.’’ He cited their upset feelings because of the 
coffee situation. He said that there is some misunderstanding of that 
and if by this direct means of communication and voice, we can cut 
off some of those rumors and get people thinking in the right light, it 
is going to be of tremendous help. 

I can only say as the result of my experience which covers a number 
of years in South America, I found the people down there really want 
to understand us and like us. You will find countries like the Argen- 
tine where people feel that they are shut off from the outside world, 
but via Mr. Lemmon’s relay station in Montevideo they are able to 
keep in touch with the way people are thinking up here. The fact 
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that so many of them do means the program of this kind is really 
wanted. So I just wanted to make those statements, Mr. Chairman 
and to be brief. 

Chairman Bringgs. Thank you very much. 


TOTAL ALLOCATIONS FROM APPROPRIATION 


Without this provision, how much of this appropriation has been 
allocated to you this year? 

Mr. Lemmon. Approximately $120,000, total. 

Chairman Brip@rs. That will carry it for the whole year? 

Mr. Lemmon. That expires June 30. 

Chairman Brinces. That is what it will be. You are not telling 
me what has gone on to date. 

Mr. Lemmon. No, sir. That is for the year 

Chairman Bripces. How does that compare with previous years? 

Mr. Lemmon. That is a little more than last year. However it did 
not include any amount for Western Europe. We had close to 
$100,000 last year, but we didn’t have any B fo money included. 
So it is approximately on the same level as last yes 

Chairman Brinces. Thank you very much, ge ar 

We will now go back to the National Patent Council. I understand 
Mr. Brennen is here representing a Mr. Anderson. 


DEPARTMENT OF COMMERCE 
PATENT OFFICE 


STATEMENT OF WILLIAM BRENNEN ON BEHALF OF JOHN W. 
ANDERSON, PRESIDENT, NATIONAL PATENT COUNCIL 


PREPARED STATEMENT 


Mr. BrEeNNEN. I am William Brennen and I appear here for Mr. 
Anderson. 

Chairman BripGes. You are assistant to the president? 

Mr. BRENNEN. That is right. 

Chairman Bripars. Do you have his statement to present? 

Mr. BRENNEN. Yes. I would like to read it in his place. 

My name is John W. Anderson. My residence is 578 Broadway, 

Gary, Ind. I present this statement in my own behalf as a citizen, 
as president of the Anderson Co., and as president of National Patent 
Council, a nonprofit, nonpartisan, educational organization now in 
its 10th year of service. 

National Patent Council represents (1) smaller manufacturers in 
widely diversified industries, who needled to the development and 
distribution of useful products having their origin in patented or 
patentable concepts; (2) inventors and researchers who, responsive to 
incentives provided by our patent system, create ideas that are refined 
into useful products by engineers employing facilities of smaller 
manufacturers; and (3) members of the patent law profession who, 
in the Patent Office wait in the courts, conduct procedures intended to 
give effect to invention, according to constitutional intent as reflected 
in our patent laws. 

45431—54—pt. 248 
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I founded the Anderson Co. in 1918. It is now in its 37th year of 
uninterrupted research, product development, and manufacture. 
Hundreds of millions of products embodying patented inventions 
originating and perfected in its laboratories have served, and are 
serving, citizens of America and of all other civilized countries. In 
war its products serve at every battlefront where our soldiers fight. 

I have served, during the past 30 years, as president of several 
national associations of manufacturers and am at present affiliated 
with a number of such associations. I was cofounder, an officer, and 
a member of the board of directors of the Automotive Council for 
War Production of Detroit, throughout the World War IT. 

During 3 consecutive years of W ‘orld War IT, I served as president of 
Motor & Equipment Manufacturers Association, a national associa- 
tion with headquarters in New York City. I have represented 
industry on various advisory committees of Government. I have had 
wide opportunity to study, in practical experiences at creative and 
productive levels, the forces that propel our industry. 

This statement deals particularly with the imminence of irreparable 
damage to the mechanism of the United States Patent Office as the 
instrumentality by which is given effect in our economy the consti- 
tutional provision that- 

The Congress shall have Power * * * To promote the Progress of Science and 
useful Arts, by securing for limited Times to Authors and Inventors the exclusive 
Right to their respective Writings and Discoveries; 

Our effort here shall be to add some measure of clarity to under- 
standing of the function of inventive incentive in the vital crisis that 
may soon put in jeopardy the very existence of our hard-won freedom 
in America. Endless examples and over ‘whelming statistics could be 
presented, if occasion required and if time permitted, to establish, 
to the satisfaction of any open mind, that the incentives provided by 
our patent system have been primarily responsible for both the mass 
and the momentum of our unprecedented industrial economy. 

Surely, free industry of America has demonstrated well its capacity 
for merging the individual invention into the mass of that industry’s 
contributions to public welfare and national security. 

However, invention is peculiarly a function of the individual citizen. 
Corporations do not, cannot, invent. 

On the whole, invention results from ambition on the part of the 
individual to make secure his own position in our economy, by unwav- 
ering devotion to creative and productive activities. Any influence 
that minimizes incentive to invent, and therefore restrains the ambi- 
tion of inventors, retards our industrial development, thus strength- 
ening our enemies as we deprive ourselves of strength. 

All normal men, responsive to the primal law of nature, which 
moves mankind inexorably toward self-preservation through self- 
advantage, seek first those things that make most for their own 
security. Such men, for like reason, seek to avoid all that which 
promises frustration or harm, or which defers and makes less certain 
rewards for sacrificial contributions to public welfare and national 

security. 

Infiltrates among us, desiring our destruction, spread teachings 
that promote ideological distortions that obscure the basic forces by 
which our survival must be forged. 
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History discloses convincingly that when any nation impairs, or 
destroys, incentive of free citizens to labor long hours to invent, 
produce, and distribute, new and better things that they may profit 
from a share of benefits they bring their neighbors, that nation defies 
God’s primal law and works its own destruction. 

Inventors and manufacturers of this Nation, particularly smaller 
manufacturers, have viewed with alarm trends within our Government 
toward reducing incentive to invent On the whole, our Congress has 
acted wisely to resist attacks upon our patent laws and to prevent 
covernmental action that would impair the normal functions of our 
Patent Office and our patent system. 


TYPE OF ATTACKS 


Some of those attacks have been inadvertent. Others have been 
well-intentioned. Still others have been occasioned, it is believed, by 
infiltrates among us who strive constantly to divert our thinking from 
those fundamental truths upon which our fathers framed the basic 
concepts that have made and kept us strong. 

The present proposal to reduce the Patent Office appropriation by 
$1,080,000—or from $12,080,000 to $11,000,000—is clearly incidenta 
to an attempt to meet general requirements for economy in Govern- 
ment. The simple and comparatively effortless device employed has 
been a flat general reduction of approximately 10 percent in appropria- 
tion, across the board. 


BACKLOG OF PATENT APPLICATIONS 


The Patent Office has been on short financial rations for many years. 
The present backlog of patent applications is approximately 185,000. 
The average time now required to process a patent application to the 
issue or denial of a patent is about 3 years 7 months. According to 
the Commissioner of Patents, the. proposed reduction in the Patent 
Office appropriation will, in many ways, so damage the organizational 
structure as to increase that period to about 6 years, a very long time 
in which the invention may be copied with impunity, while the in- 
ventor waits and maybe suffers greatlhy and unfairly. 

The NPC Digest dated May 3, 1954, covers, clearly, major hazards 
of this cut in appropriation. Copies are submitted herewith for 
supplemental purposes. Maybe we could afford to discard a large 
segment of skilled Patent Office personnel and pay, in later costs of 
restoring that personnel, times over the amount of money proposed 
to be cut out of the appropriation. Maybe we could slow down and 
cripple the operations of some other governmental bureaus to a similar 
extent and suffer only proportionately in the volume of services 
rendered. 

However, in applying restrictive pressure to the Patent Office we 
are in truth applying pressure to the neck of that inventive goose 
that creates the golden eggs of public welfare and of national security 
It is not believed that such pressure on that neck would ordinarily be 
recommended, by well-informed citizens, as in any sense an economy. 
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DONATIONS TO FOREIGN COUNTRIES 


Our Government is now making, and has made for the last decade, 


fabulous donations to foreign countries for the avowed purpose of 


restoring and maintaining the vitality of their economies, that they 
may be stronger as our possible future allies at war. The proposed 
cut of $1,080,000 in the appropriation to sustain our own Patent Office 
would equal only $1 in each $40,000 of the estimated investment by 
our taxpayers in foreign projects during the coming year. 

By what strange philosophy would we so drain the resources of 
our people while at the same time stinting and suppressing the in- 
ventive incentive provided by that patent system which has been 
largely responsible for the creation of the great national wealth from 
which we dispense those billions of dollars of gifts, however justified? 

Have we so little economic understanding as to proceed to choke 
the patent system, our golden goose, unnecessarily, by a cut in funds 
already short of practical requirements? 

For highly significant causes for caution, please refer to the May 
3 copy of NPC Digest, submitted herewith. Or I shall be happy to 
quote from that copy at this time im answer to any questions you may 
have. 

Infiltrates desiring our destruction know well, and have said, 
that our patent system is the “nerve center’’ of our economy. Your 
committee will hear from them, and from those misled by them, no 
protest at any action that impairs the capacity of our patent system 
to inspire inventive incentive. 

We beseech you to consider well before you consent to the proposed 
impairment of opportunity for commissioned authority in our Patent 
Office, and the consecrated personnel through which it serves, to keep 
fired high that inventive incentive by which the dynamics of our 
national defense are expanded. 

Why permit that personnel to falter because of any doubt that our 
Congress understands the vital economic power of our patent system? 

Let us instead continue to harness our progress to man’s most 
propulsive instinct. 

Let us honor, and be served by, that primal law by which man 
seeks for himself his individual advantage and security. 

Let us strengthen, rather than weaken, the magic of our patent 
system. 

(The document referred to follows:) 


NPC Diaest or Patent PropLeMs—AN AppEaAL From NPC PRESIDENT AND 
Att NPC Starr 
May 3, 1954. 
PATENT OFFICE APPROPRIATION 


You must act vigorously on this emergency—well before May 11. 

Blind devotion to a policy of restricted appropriations now threatens inventive 
momentum in America—at a time when all possible incentive to create and 
produce is essential to our security. 

The Patent Office budget for the fiscal vear beginning July 1, 1954, is now 
before the Senate Appropriations Committee. Hearings on this budget will be 
held by the committee on May 11 and 12. 

The Patent Office estimate of needed appropriations for the coming fiscal year 
is $12,080,000. This was cut to $11,760,000 by the Secretary of Commerce and 
subsequently reduced to $11 million by the Director of the Budget. The House 
of Representatives has already approved the reduced Patent Office budget of 
$11 million, and unless the Senate Appropriations Committee and the Senate 
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reinstate the $1,080,000 in the Patent Office appropriation, an increasing number 
of applications will have to be added to the backlog of applications now existing, 
and action thereon deferred. 

The present backlog of applications is approximately 185,000, and it is esti- 
mated that, if the reduced appropriation is granted, the total backlog of applica- 
tions at the end of the fiscal year 1955 will be approximately 200,000. An average 
of 3 years and 7 months is now required for the processing of a patent application 
from the date of receipt in the Patent Office to the date of issuance as a patent. 
This examination period would be further lengthened if the appropriation is 
reduced as proposed. 

The effect of the proposed reduction in Patent Office appropriations for the 
fiscal year beginning July 1, 1954, is clearly explained by the Commissioner of 
Patents in a question-and-answer discussion of this subject with Representative 
Prince H. Preston, Jr., of Georgia at the hearings before the subcommittee of 
the Committee on Appropriations of the House of Representatives on January 
11, 1954. We now quote from page 129 of the record of those hearings: 

‘Mr. Preston. Mr. Commissioner, are you supporting this cut of $1 million? 

“Mr. Watson. I am not; if I may be permitted to say so, I think the effect 
will be bad. My only hope is it will only be temporary and in view of the imme- 
diate need for funds for the balancing of the budget. 

“Perhaps I did not make clear certain facts. If the cut goes into effect, we must 
if necessity lose a total of about 165 employees, of whom 95 will be patent 
examiners. 

“Mr. Pruston. Trained people? 

“Mr. Watson. Trained people. Seventy will be clerks and others who assist 
them in their work. 

“We will lose as the result of such a cut, and in the course of the year, about 
10,000 disposals. In other words, we will be able to dispose of 10,000 applications 
less in the year of the cut than we are currently disposing of. 

“There will be on the desks of the examiners at the end of that year some 
110,000 applications, or 7,000 more than at the beginning of that year. 

“The total number of pending applications will increase by 15,000. In other 
words, at the end of the year of reduced appropriations we will have 200,000 
pending applications instead of 185,000 at the end of this year. 

“We will print 50,000 fewer new patents, and we will defer the reprinting for 
public consumption of some 50,000 patents for which the supply of copies is entirely 
exhausted, and in other small ways will not be able to serve the public nearly as 
well under the reduced appropriation as we are currently able to serve the public. 

“Mr. Preston. That disturbs me because already there is a feeling in the minds 
of the public that it takes too long to get anything accomplished through the 
Government. I do not care what agency itis. It takes too long to get an answer 
toaletter. It takes too long to get a piece of literature. It.takes too long to get 
anything from the United States Government. This simply makes the matter 
worse. It is a recognized fact that the backlog is there. We are running away 
from it rather than doing anything about it. I do not know what the philosophy 
of this cut is, and what thinking prompted or suggested it. On my part, I think 
it is foolishness to take a $1 million cut in an area where we are already embar- 
rased. 

“Mr. Watson. And at the time of an increasing intake of work.” 

It is unfortunate that the House Appropriations Committee and the House of 
Representatives did not give full weight to the effects of the proposed reduction 
in the Patent Office budget as above discussed by Representative Preston and 
the Commissioner of Patents. 

It is also regrettable that the House Appropriations Committee did not con- 
sider the effect of this reduction from a simple mathematical viewpoint. 

The Commissioner of Patents has explained that the proposed reduction in 
appropriations will result in the discharge of approximately 165 Patent Office 
employees and that of this number 95 will be patent examiners. Remember that 
patent examiners must be highly trained and skilled to examine applications for 
patent and determine judiciously whether the inventions embodied therein are 
of a patentable nature. The training period necessary for an individual to 
become a fully qualified patent examiner is from 2 to 4 years, at a cost to the 
Government of approximately $4,000 a year. Thus, using an average training 
period of 3 years at the above rate of pay, the 95 examiners that will be released 
from the Patent Office represent a Government investment of over $1 million. 
But that loss is only a small part of the damage—which cannot be measured in 
dollars, 
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Furthermore, it is safe to say that if these 95 examiners are released they will 
quickly be absorbed in the patent law profession or readily find work in patent 
departments of manufacturers throughout the United States, so that they will 
never again be available as patent examiners for the Patent Office. This means 
that sooner or later Congress will be asked to provide sufficient appropriations fo: 
the Patent Office to reduce its tremendous backlog of pending applications whic! 
will constantly grow under the present reduced appropriations, and, at that time 
it will be necessary to hire and train other individuals over a period of 2 to 4 years 
at another cost to the Government of over a million dollars. 

In presenting the foregoing figures, no reference is made to the 70 clerks o1 
assistants who, in addition to the Patent Office examiners, will require som« 
training at Government expense before they are qualified to perform their services 

As pointed out by the Commissioner of Patents before the House Appropriations 
Committee: 

‘*The welfare of the Nation at this stage depends in large part upon the readiness 
and capacity of industry to produce in times of peace and in times of war, par 
ticularly in time of peace, since the sudden war load can only be imposed upon 
industry which has been built up before the commencement of hostilities. The 
fantastic weapons and other instrumentalities of the present could not be produced 
in any country whose industrial plant is not highly developed. What we are 
producing now is far different in many respects from that which we produced just 
a few vears back. The steady advances of the useful arts has been made possible 
because of the unceasing flow of inventions of all kinds which are made available 
to industry by the inventors of the Nation. Countless small contributions, as 
well as the more startling proposals, are necessary to bring into being new industries 
and to impart renewed vigor to old ones. 

‘The patent system has accomplished in an admirable manner over the many 
vears since it was first established, the funetion for which it was originally set up, 
i. e., the advancement of the arts. The incentive authorized by our Constitution 
and specifically provided for in the patent statutes which have been enacted in pur- 
suance thereof has stimulated the creation of millions of inventions, the number 
of patents which have been issued thus far totaling nearly 2,700,000, and there 
probably have been considered and held to be unpatentable another 2 million 
inventions submitted hopefully to the Patent Office for consideration by their 
respective originators. 

“Tt will be remembered that the President, in his first message on the state of 
the Union, and in one of his opening paragraphs, said that this administration was 
vested with leadership by the American people to accomplish 4 major objec- 
tives, 1 of which was stated to be ‘Encouragement of those incentives that in- 
spire creative initiative in our economy, so that its productivity may fortify 
freedom everywhere.’ 

“The grant of a patent to an inventor does encourage him, and others, to further 
efforts and does constitute an act recognizing creative initiative.”’ 

We do not hear of foreign countries, to whom this Government has been and is 
donating billions of dollars each year, reducing their Patent Office budgets or 
appropriations. 

Our Government makes its fabulous donations to foreign countries for the 
avowed purpose of restoring and maintaining the vitality of their economies, that 
they may be stronger allies. The proposed cut of a mere $1,080,000 in the appro- 
priation to sustain our Patent Office would save only $1 in $40,000 of the esti- 
mated investment by our taxpayers in foreign projects during the coming year. 
By what strange philosophy would we so strain the resources of our people while 
stinting and suppressing that inventive incentive—provided by our patent sys- 
tem—which has made our Nation great? 

Why so squeeze the vitality out of our own industry while spending about 
40,000 times more to sustain possible ally nations? 

Nobody on any congressional committee will want any part of such suicidal 
procedure, once you point out to him the real danger to our security in these 
crucial times, 

To be helpful, the members of the Senate Appropriations Committee must have 
your views oni this matter well before May 11. Those members are: 

Styles Bridges, of New Hampshire, Chairman 
Leverett Saltonstall (Massachusetts) 

William F. Knowland (California) 

Everett M. Dirksen (Illinois) 

Warren G. Magnuson (Washington) 

Allen J. Ellender (Louisiana) 
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Margaret Chase Smith (Maine 
Homer Ferguson (Michigan) 
Joseph MeCarthy (Wisconsin) 
Karl E. Mundt (South Dakota) 
Pat McCarran (Nevada) 
Lister Hill (Alabama) 
John L. MeClellan (Arkansas 
Harley M. Kilgore (West Virginia) 
Write, wire, phone, go to Washington—-do everything you can They will 


listen. 
You have helped effectively before. You must help now, and at once 
Please send copies of your communications to the committec 


SUFFICIENCY OF FUNDS 


Chairman Bripvers. You do not believe that the funds provided 
by the House were sufficient? 

Mr. Brennen. No, sir, not by about 10 percent. 

Chairman Bripces. How much are you recommending for Mr. 
Anderson? 

Mr. Brennen. We would recommend they adopt the original 
proposal which was $12,080,000. The basis of that, briefly, is that 
this 10-percent cut, regardless of how desirous it may be in cutting down 
the national budget, will result in the firing of approximately 96 
trained patent examiners. With the existing backlog in pending 
applications for patents, we feel this would be catastrophic. 

Chairman Bripers. Of course we are up against the proposition, 
as you are well aware, that there is not an ageney or a person who 
comes in here who is not looking for more money. We are trying to 
keep expenses down. Out of a thousand witnesses who have been 
before this committee this year, I don’t suppose there has been one 
who hasn’t wanted more money. We realize the importance of the 
Patent Office. Yet everybody else says their problem is just as great. 
You tell us that they should have this money and I would like you to 
highlight your reasons why you think so. I assume that you think i 
is a key to private enterprise. 

Mr. Brennen. That is the basis of Mr. Anderson’s statement. If 
you increase the time in which patents must be processed from 3% 
years to 6 or 7 years, you decrease the incentive of an inventor to 
invent. Ido not think it is necessary to consult Treasury to find out 
how much revenue we get from patents and from industries that 
produce by virtue of the fact that they have patents. 

If you are going to delay another 3 or 4 years the processing of the 
patents, before they get into the productive stage, I think that it 
would be a simple mathematical problem to show that the country 
is going to lose money in the form of reduced taxes. 

By cutting appropriations you will force the firing of the 165 trained 
people, and I think the national economy is going to demand, if not 
this year, then next year, that something be done about the backlog 
and then you are going to have to hire the people. back. Their train- 
ing cost runs roughly $1 million. If you are going to have to rehire 
them and pay the million dollars which you are going to save now, you 
are not going to save any money in the long run. 

I think the biggest point of all is that by putting off the incentive 
to invent and delaying the processing of patents, you are going to 
hurt your whole economy, and you are also going to lose money on a 
tax basis. 
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We have heard for many years of an overall program to reclassify 
all the patents that are now in the Patent Office. This has been put 
off for several years and I think possibly this is the time to give it 
strong consideration. Certainly if we cut the appropriations at this 
time, the reclassification program is going to be one of the things that 
is going to have to be scrapped. 

Chairman Bripces. That is what I wanted to get from you. As I 
told you, there is not a witness who comes be fore us who does not 
think that his is the most important problem. I wanted to get from 
you the basis of your opinion as to why we should consider the Patent 
Office over the needs of other agencies. We cannot give everybody 
all the money they want. 

Mr. Brennen. I think you have two keys; the first one is, it will 
tie up the entire economy. 

Chairman Brings. | think you have answered it pretty well. 

Mr. Brennen. I think in the long run the Government would not 
only lose direct revenue but would be forced to spend more money 
replaci ing these men they would have to fire than they will save. 

Chairman Brinces. Do you agree with that same philosophy, 
Mr. Mueller? 

Mr. Mueuurr. Yes, Mr. Chairman. That is the thing that I did 
not want to take your time on because I tried to put my statement in 
quickly. We believe the Patent Office should have more money than 
some of the other departments because we think that the dollar and 
cents, the mathematics of it, the income and outgo can be shown so 
that you will have losses in regard to the actual income to the Govern- 
ment. There is a mathematical problem there related to taxes and 
income from industry. 


Chairman Briperxs. Mr. Lanham, you desire to be heard, do you 
not? 


STATEMENT OF FRITZ LANHAM, FORMER MEMBER OF THE HOUSE 
OF REPRESENTATIVES, FROM THE STATE OF TEXAS 


GENERAL STATEMENT 








Mr. Lanuam. My name is Fritz Lanham. I served for 25 years on 
the House Committee on Patents. Normally Members of Congress 
and the public generally do not appreciate the importance of our 
patent system and the absolute necessity of preserving it in full force 
and vigor. Of course, it started back with Thomas Jefferson, and 
then Abraham Lincoln had a great deal of interest in it. He was a 
patentee himself. 

The patent system has furnished the incentive which has made us 
the outstanding country in the world by reason of the many useful 
discoveries that American ingenuity has produced. We are striking 
at the very bedrock of our progress when we do anything that will 
militate against the proper and effective operation of our Patent 
Office and the incentive which it inspires. 

The National Patent Council has been in existence for 10 years. 
This is the first time it has ever come to the Appropriations Com- 
mittee and that is simply because of the threatened irreparable loss 
that will be suffered by our country in this groundwork of our progress 
and development which has made our country preeminent. 
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If we do not prevent the discharge of these skilled men who can 
carry on the work properly in the Patent Office and thereby prevent 
dia length of time that it takes to process these backlog cases and 
handle “pending applications appropriately, the program will suffer 
badly. 

VALUE OF PATENT SYSTEM 


Chairman Brinces. The chairman fully appreciates the value of 
the patent system to the success of our free-enterprise system. He 
was trying to elicit the reasons for the situation because he must 
consider this not only as one individual but he has a committee, a 
Senate, a conference with the House to go through. He is subjected 
to the pleas of many groups who want more money. I think you 
have very well stated the importance of it. 

Mr. Lanuam. There are many things which differentiate this from 
most of the items that come before you. 

Chairman Bripaes. I think it is the nerve center of the free- 
enterprise system. The only thing we must establish is how many 
men you need, but I agree on the principle. 

Mr. BrENNEN. I do not think the economical units are important. 
If you look at the 3-year delay that exists under present budgetary 
appropriations and you drop these men, you will go to at least 6 
years. If you have a patent application that takes 6 years to process 
on an average, then you have no patent system for all intents and 
purposes. 

QUESTION OF FEES 


Chairman Bripgrs. One of the questions that will come up is: the 
question of fees, whether they are equitable and sufficient. Probably 
a committee of Congress will want to review that with you people 
some time later. 

Mr. Muetuer. May I make this one statement further? Of course 
you note and the record should show there is a substantial income 
into the Treasury from the Patent Office fees at the present time, 
which differentiates it from other departments of the Government. 
There is that mathematical situation which has an important bearing 
upon our consideration of the finances. 


INCOME FROM FEES 


Chairman Bripagss. For instance, the income from fees is $400,000 
as contrasted with $11 or $12 million appropriation, so it is insig- 
nificant. 

Mr. Brennen. My figure is $5 million, Mr. Chairman. 

Mr. Mve tuer. It is about 45 percent. 

Chairman Bringgs. I was thinking of $400,600. It is $4 million. 

Mr. Muetter. It is about 45 percent of the total outgo. 

Chairman Briness. I think I have the picture and the record will 
be sufficient so that the committee will seriously consider it. 

Thank you, gentlemen, for your presentation. 

At this point I will file for the record the statement by Don L. 
Davis, a spokesman for the gadget industry. 

(The statement referred to follows:) 
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PREPARED STATEMENT BY Don L. Davis 


Mr. Chairman, and members of the Senate committee on appropriations, 
first, may I as an American and as spokesman for the gadget industry, express 
my sincere personal and professional appreciation for the courtesy extended to us 
in this invitation to appear before your committee, 

I appear before you today in my official capacity of chairman of the Coordinating 
Council of the Gadget Industry. The council is composed of the National Associ- 
ation of Inventors, Inc., a trade association of American inventors duly chartered 
as a nonprofit organization under the State laws of California; the National 
Gadget Manufacturers Association, a trade organization composed of manu- 
facturers who make new products and registered and duly chartered as a nonprofit 
corporation under the State laws of California; the National Independent Dis- 
tributors Association, Inc., a nonprofit corporation chartered under the Stete 
laws of Illinois; the Gadget-Of-The-Month Club, Inc., a worldwide manufacturing 
and marketing organization specializing in new, patented products of every nature, 
kind, and description; Consumers Testing League, a new product research organi- 
zation; and Gadget-Of-The-Month Club Foundation, a worldwide, nonprofit 
corporation founded to stimulate and sustain international interest in invention 
as the keystone of human progress. These six organizations comprise the Co- 
ordinating Council of the Gadget Industry. 

The council, established in 1947, is the public relations agency for our industry. 

In order that you gentlemen may be able to better understand the gadget 
industry, may we explain that the gadget industry is composed of those inventors, 
manufacturers, and distributors who are primarily interested in making and 
selling new products of every nature, kind, and description, protected by patents. 
Simply stated, our industry has found that diseovering and selling new products 
is a business of its own, 

The foundation of the gadget industry is the American patent system. The 
instrumentality of the American patent system is the Patent Office. Therefore, 
whether it be by choice or by necessity, it has been our lot to fight against any- 
t hing which reduces the efficiency of the operations of the Patent Office. 

I am here by specific resolution of the coordinating council of the gadget 
industry, unanimously adopted on April 19, 1954. We learned at that time that 
the House Appropriations Committee had approved a budget of the Department 
f Commerce which reduced the Patent Office appropriation by over $1,250,000. 

As you gentlemen may or may not know, the Patent Office has always had a 
tremendous workload, It is currently from 2 to 3 years behind in the prosecution 
of patents. In other words, it has taken an individual with an invention about 
3 years to get a patent issued on his invention. If the present cut is not restored 
immediately, it is safe to econeluide that it may take 4 or more years from the 
time a patent application is filed until it is finally granted. This is where we, 
the gadget industry, are vitally concerned. 

When a patent application has been filed with the Patent Office and its receipt 
acknowledged, the law says that said new product covered by the patent applica- 
tion may be manufactured and marketed and the individual item marked “Patent 
Pending” or “Patent Applied For.” Unfortunately, despite tremendous educa- 
tional efforts by the gadget industry, many manufacturers and distributors are 
not aware of the fact that the said “‘Patent Pending’ application offers little or 
no protection to the inventor, manufacturer, or distributor of a new product. 
Only when the patent has been granted can the inventor or tne manufacturer 
attempt to stop infringers. As a result, we find literally millions of dollars 
invested in new products—patents, tooling, production, and manufacturing 
costs—by small manufacturers who are under the iilusion that they were fully 
protected. I wish to point out that these investments represent an average of 
$6,500, with many of the investments hugging the $75,000 and $100,000 figure. 
This money represents lifetime savings. Our men are going broke. We're in 
bad shape. We need help and immediate relief and we need it now. The only 
way we can get relief is for the Patent Office to be appropriated sufficient money 
so that it may operate with a maximum efficiency at a minimum cost. The 
first step in that direction is the immediate restoration of the cut. 

Additionally, the Gadget-of-the-Month Club and other similar organizations 
are holding up the manufacture and sale of thousands of screened meritorious 
inventions, which are today awaiting the granting of patents. Those inventions 
range from a new golf tee, unconditionally guaranteed to prevent a golfer from 
hooking and slicing to a process which takes low-grade coal, loaded with moisture, 
and by retort distillation make it more valuable than top-grade virgin coal 
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Why are these inventions being held up? Because there abounds in this country 

imberless individuals and companies constantly on the prowl for new ideas and 
products marked ‘‘Patent Pending’’; we call these unscrupulous people patent 
pirates because they know only too well, the limited protection of patent pending, 
ind they use that knowledge to their own benefit. The limitation of time prevents 
me from adequately describing to you the horror and the heartbreak which is 
occuring almost daily in the gadget industry, when manufacturers and inventors 
find out that they are powerless to do anything to those who have deliberately 
taken all or part of their own invention, protected only by the misleading words, 

Patent Pending” and ‘Patent Applied For.’’ That’s why we have come to you 
n sheer desperation, asking for help. 

A 10-year study of the whole Patent Office procedure by the Gadget-of-the- 
Month Club, Inc., has convinced us that there are many ills in the present Patent 
Office setup. We are now working with various Congressmen and Senators with 
the view of the introduction of bills to correct the present evils. However, this 
is neither the time nor the place to discuss that program. Our only request at this 
moment is the restoration of the cut of the Patent Office budget for 1955. 

Our discussions with the Patent Office has revealed that the Patent Office has 
a backlog of 185,000 uncompleted patent applications. One examiner can prose- 
cute approximately 104 patent applications a year. Based upon an average 
salary of $5,000 per year per examiner, if the present cut is restored, the Patent 
Office will be able to employ approximately 225 examiners, who will be able to 
whittle down the present backlog by 23,400 applications annually 

Were the Nation not now in the midst of a severe economy drive, we would ask 
for a Patent Office budget of $25 million in order that the Patent Office be able to 
reduce and possibly eliminate its progress-crippling backlog. 

Gentlemen, the American patent system to date, has had few, if any, articu- 
late and aggressive championsin Washington. We, in the gadget industry, think 
the time has come for a reevaluation of the whole patent system in this country. 
Rither the American patent system has made priceless contributions to the 
economy and the advancement of our country and so deserves top priority and 
consideration; or it has not and should be abandoned. In this day and age, 
where not only our economy, but the utter physical security of America is de- 
pendent upon ingenuity, it seems inconceivable that the leaders of our Nation, 
should give so little heed to the one system which has helped foster and create the 
fountainhead and reservoir of progress. 

In my opinion, it is a fatal blunder for Congress to fail to recognize that in fact 
the Patent Office is a defense agency and that a strong patent system is indis- 
pensable to the Nation’s defense. While Congress correctly spends billions for 
for defense, millions for a singie bomber, we are here pleading with you for a 
mere million dollars to help the Patent Office operate more speedily. Yet in the 
massive backlog of patent applications awaiting action, are many, many applica- 
tions in which the Armed Forces of our Nation are vitally interested. In private 
business, backlogs of unfilled orders are delightful; in Government operations, 
such as the Patent Office, backlogs are not only dangerous, but downright dis- 
astrous. 

For some inexplicable reason, everybody, everywhere seems to be vitally in- 
terested in new gadgets, new products, new processes, new everything; yet there 
appears to be a very obvious lack of interest in the Patent Office in Congress, 
among politicians and political groups, among major corporate commercial 
organizations, and among the leadership of organized iabor generally. Yet, 
without the products of American ingenuity, our farmers could never feed our 
people, every American industry would eventually stagnate and die, and the de- 
fense of our country would never keep pace with our constantly changing times 

When Congress appropriates billions of dollars for parity support, my people 
do not fully understand, but they go along because they believe it is best for the 
Nation. When billions are expended for foreign aid, again our people do not 
fully comprehend but they go along because it is the way it must be. However, 
when the Patent Office efficiency is still further impaired and the budget reduced 
for the sake of a mere million dollars, the small, little manufacturer out in the 
hinterland doesn’t understand and he begins to ask questions. 

Gentlemen, I could go on and give you a great deal more facts and information, 
and pile fact upon fact, but let it suffice with this reminder. Out in the grassroots 
of America, there are millions of Americans, your constituents, who have ideas 
and inventions. They believe religiously in the principles of the American patent 
system. Way out there in the hinterland of our country, in almost every State 
in the Union, there are thousands of very small-business men who have invested 
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their life savings in making or selling new products protected only by patent 
applications, not knowing that those patent applications, in themselves, afforded 
little protection against the patent pirates. Every day of delay that it takes fo: 
them to get their patents granted, is costing them money, blood money. In their 
behalf, in behalf of the millions of American inventors who have neither the time 
nor the money to come to Washington to tell you their personal tale of woe, we 
ask you to restore the Patent Office budget to $12,225,000. Anything more than 
that sum that you earmark for the operations of the Patent Office, will be money 
very wisely spent, because every dollar spent in making the Patent Office more 
efficient and more effective, is an investment in the future security and well-being 
of America. 


And as you ponder this request, may we point out to you, that this plea for the 
Patent Office is not made by any of the major industries, nor by any major corpora- 
tions, nor by any patent bar associations, nor by any universities and research 
organizations but by the poor, humble American inventor of whom, thank God, 
there are millions in this land. Inventors, from whose brains and experience, 
have come the basic ideas which created patents, patents which created great 
American industries, and new industries which have created jobs. And so it 
has always been in American history, that the poor, humble John Does of America 
have pooled their pennies to help fight for causes which benefited the whole 
country. It is these people whom I represent. It is these people, the humble, 
relatively inarticulate American inventor and small manufacturers and tradesmen, 
who make this plea to you today in behalf of more money for the Patent Office 
I am merely their voice at this session; and I wish to add, that I am very proud to 
be their voice before you today. 

‘Thank you for your attention. 


Chairman Bripces. The next witness is General Lowry. 
DEPARTMENT OF STATE 


Untrep Nations EpvucaTionaL, SCiENTIFIC, AND CULTURAL 
ORGANIZATION 


STATEMENT OF GEN. SUMTER L. LOWRY, TAMPA, FLA. 


GENERAL STATEMENT 


Chairman Brinces. You may proceed, sir. 

General Lowry. My name is Sumter L. Lowry. I am from 
Tampa, Fla. I am up here representing no one except myself. 
Contrary to the other people I have heard today, I am not trying 
to get any money. I am in hopes I will save the taxpayers some 
money for what I have to say here today. 

Chairman Brinces. We are always glad to have witnesses but 
particularly ones who are trying to save money. 

General Lowry. I have a short statement that I would like to 
read and then I have some facts to substantiate what I have to say. 

As an American citizen and taxpayer, I have asked the privilege 
of appearing before your committee for the purpose of protesting 
against the use of taxpayers’ money for the operation and mainte- 
nance of that institution known as United States National Com- 
mission for UNESCO, and to ask for the repudiation and dissolution 
of that Commission. 

This Commission was created by the United States Congress 
under Public Law 565, 79th Congress, chapter 700, 2d session, House 
Joint Resolution 305. 

United States National Commission for UNESCO is the organiza- 
tion designed by the State Department to sell UNESCO to the Ameri- 
can people. 
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This Commission is an important part of the propaganda campaign 
carried on by the State Department, the object of which is to foist 
on the unsuspecting American public the philosophies embodied 
the institution known as UNESCO, and affiliated agencies. 

UNESCO is the vehicle designed by the United Nations to carry 
out its objectives: The capture of the United States Government by 
forcing it into a world government. The mission of UNESCO is to 
mbue the United States citizens with the false glory of world citizen- 

hip so they will accept world government as a matter of course. 

The United States National Commission for UNESCO was set up 
by the State Department in such a manner as to give that Department 
OFRIDg control over the Commission and a major voice in shaping 

s polic: y. The State Department selected for membership on the 
C ommission a large number of prominent individuals and institutions 
vhose names and national standing tend to give respectability to the 
United States National Commission for UNESCO. 

[ wish to make it clear that the United States National Com- 
mission for UNESCO was created and is operated for the one purpose 
of presenting UNESCO to the people of America in the very best 
possible light. It is entirely a one-sided presentation and does not 
in any way reflect the thinking of the millions of Americans who are 
bitterly opposed to UNESCO and all its un-American activities. 
My presence here is testimony that this host of loyal Americans 
has no forum where they can be heard, as have the UNESCO 
advocates. 

I wish to emphasize the word “for’’ which appears in the title, 
United States National Commission for UNESCO. In fact, the 
basis of my protest here today is built around the word “for.” Now, 
| would not object to the use of taxpayers’ money by this United 
States National Commission for UNESCO if it were an impartial 
factfinding commission designed to give the people of America all 
the facts about UNESCO and to tell them clearly of the many dan- 
gerous and the many un-American aspects of UNESCO, as well as 
the imaginary benefits. I would not object to use of taxpayers’ 
money for this United States National Commission for UNESCO 
if this Commission existed to promote the welfare of the people of 
America and to protect them from the un-American influence of 
foreign institutions. 

I do, however, object and I do protest the use of taxpayers’ money 
for any propaganda agency designed to foster un-American ideas and 
principles in the minds of the American people, especially our little 
children. There is no justification whatsoever in the United States 
Government taking money out of the American taxpayers’ pocket to 
be used to propagandize an institution designed to destroy the very 
thing that our country was built on. It is taxation for fraudulent 
purposes. 

FACTS ABOUT UNESCO 


Complete information and facts about UNESCO were laid before 
the. McCarran Senate ApMare Sine Subcommittee in June 1952, 
(See hearings before the Committee on Appropriations, U. 5. Senate, 
82d Cong., 2d sess., H. R. 7289.) Let me quote from the written 
presentation I made to the McCarran committee at that time: 
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The State Department is the fountainhead, the brain, and the driving force of 
the movement for UNESCO in the United States. Throughout this Nation ther 
are numerous misguided small groups which take the lead from the State Depart- 
ment in this matter. These groups are composed of some of our very finest organ- 
izations and our most prominent people. The clever propaganda line of th 
State Department has completely pulled the wool over the eyes of these men and 
women. These same groups of befuddled people think they are fighting for world- 
wide péace while in fact they are pushing our country down the road to national 
suicide. These same people are largely responsible for teaching the idea of world 
citizenship and the world socialistic state in schools of our country. The chief 
propaganda effort of UNESCO is directed at our schools from the very lowest 
grades on through the institutions of higher learning. The State Department is 
flooding the country with tons of pamphlets and documents designed to make our 
young people believe that UNESCO is the salvation of our country and that we 
cannot survive without it. The propaganda line throughout the entire series of 
publications is designed to glorify the UNESCO movement, world citizenship and 
world government. A careful study of the documents from our State Depart- 
ment reveals that their discussion of UNESCO and the United Nations is entirely 
a one-sided affair. Let me stress that the State Department says nothing whatso- 
ever about the evils of this institution and what it will do to our Government. 

The State Department’s prime reason for existence is to protect and preserve 
the interest of the United States of America. Yet the same State Department 
is taking taxpayers’ money and using it to create a world government to replace 
our own. By no possible reasoning should the State Department be engaged in 
any effort which if carried to a conelusion would destroy our country and American 
institutions. 

The State Department has done a thorough job in confusing the thinking of our 
young people and of the average citizen about world citizenship. The object of 
this confusion is to make our people think that patriotism and love of our own 
country is not important but that loyalty to a world government is the important 
thing. A philosophy of this kind is national suicide, pure and simple. It should 
not be tolerated for one moment and I wish to raise my voice in strenuous protest 
Our Congress should cut off every dollar of appropriations to the State Depart- 
ment designed for use in spreading UNESCO propaganda or in pushing the 
UNESCO movement in any way that tends to dilute the loyalty and patriotism 
of our citizens. Every State Department employee who is found to be part of 
the UNESCO eonspiracy to capture our Government should be discharged at 
once. 

The United States National Commission for UNESCO is un-American. It 
should be purged or it should be abolished without delay. It should be written 
into law that no money from any other appropriation may be used for the purpose 
of pushing UNESCO down the throats of the people of America, Instead of spread- 
ing the phony idea that UNESCO is the means of bringing peace to the world, 
our State Department should be foreed by Congress to brand UNESCO for what 
it is: A conspiracy to create a world government and to capture the Government 
of the United States. 


USE OF FUNDS TO PROMOTE WORLD GOVERNMENT 


As a result of the facts presented to the McCarran committee in 
June 1952, the Congress of the United States adopted recommenda- 
tions of the committee to prohibit the use of Federal funds to promote 
world government and this recommendation became the law of the 
land as contained in Public Law 495, 82d Congress, chapter 651, 
2d session, H. R. 7289. 

I quote section 112 of the law: 

None of the funds appropriated in this title shall be used (1) to pay the United 
States contribution to any international organization which engages in the direct 
or indirect promotion of the principle or doctrine of 1 world government or 1 world 
citizenship; (2) for the promotion, direct or indirect, of the principle or doctrine 
of 1 world government or 1 world citizenship. 

As a matter of public interest, I would like to ask this committee 
why is it necessary for an individual taxpayer to come to Washington 
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on his own time and at his own expense to outline and call attention 
to the dangers of this UNESCO movement and its support by the 
United States National Commission for UNESCO? Why do not the 
paid employees of the State Department recognize these dangers 
and protect the American people in this vital issue? Certainly, some 
high-up official is to blame. This person should be discharged from 
his position in the State Department so he can do no more damage. 
In this UNESCO matter, all the power, influence, and money of the 
great American Federal Government is on the un-American side. 
The cards are stacked against the American patriot who tries to make 
his voice heard in defense of his Constitution and his country. It 
is not right. 

One of the stock arguments by the group of people in our Govern- 
ment who wish to stretch the American taxpayers’ dollar all over the 
world is: ‘It is done in the name of peace or will help bring about 
peace to the world and thereby is in the interest of the people of the 
United States.”” Yet by no stretch of the imagination can anyone 
claim that the taxpayers’ money spent for the United States National 
Commission for UNESCO is in the interest of peace. They will 
have to admit that it is purely a propaganda agency, which they do 
publicly label by the use of the word “‘for’’ in their title. 

UNESCO has repeatedly denied the charge of ‘world government,” 
but has never changed its methods, its manner of operation, its hidden 
objective, its un-American personnel, its harmful effects on the schools 
and colleges of our United States. Their denials are not supported 
by their published documents. It is still a world-government front 
organization with the backing and consent of the United States 
State Department and financed by taxpayers money. It is simply a 
dishonest attempt to fool the people. It is world government under 
the name of peace. 

As a result of its influence a group of our Congressmen offered 
House Concurrent Resolution 64, in 1949, carrying this heading: 

To Seek Development of the United Nations into a World Federation. 


The facts brought out before the McCarran committee in 1952 
clearly demonstrated that UNESCO was a State Department’s 
agency created for the purpose of bringing the United States Govern- 
ment into a world government, that the United States National Com- 
mission for UNESCO was the vehicle designed to carry the propaganda 
to the people of America, and that the United States Commission for 
UNESCO used the National Education Association as an instrument 
to indoctrinate the schools and colleges with the idea of world govern- 
ment. 

There is no doubt that world government cannot exist without loss 
of sovereignty to the countries who become a part of a world federa- 
tion or world government. Loss of sovereignty to the people of the 
United States of America would mean just one thing, loss of liberty 
and freedom. It would bring about the destruction of all those things 
which the heroes of our country have died for in all our wars. 
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WORLD GOVERNMENT 


World government becomes the most important issue before our 
people. It is a choice of freedom under our own sovereignty or slavery 
under foreign domination. 

This United States National Commission for UNESCO is unneces- 
sary, is un-American, and is a burden to the taxpayers of America. 
I challenge any member of the United States National Commission 
for UNESCO to show where it is at all necessary for the Commission 
to exist or where the taxpayer gets any benefit whatsoever from money 
forceably taken out of his pocket to operate this institution. With 
all of the talk about economy in Government and with all the need to 
reduce our national budget and to relieve the heavy burden of taxes 
now borne by our people, there can be no justification whatsoever for 
continuing appropriations for the United States Commission for 
UNESCO. 

I would be unfair to my family, my home, my church, and my 
country if | sat by, knowing what this un-American UNESCO and 
its chosen agency, the United States National Commission for 
UNESCO, is doing and did not raise my voice in protest against it. 

| had the honor and privilege of serving my country in the Armed 
Forces for more than 35 years, most of that time as a troop commander. 
I will not betray the thousands of young men who served under me 
during those years, whose sacrifice has made freedom possible. I 
cannot remain silent and I speak out now in their behalf. 

Our country was built around the word “truth.’”’ Truth should 
permeate every undertaking of our National Government. Certainly, 
the United States National Commission for UNESCO does not tell 
the people the truth. It deliberately withholds dangerous facts from 
the public. This is dishonest and dishonorable. It is done on tax- 
payers’ money. It, therefore, becomes a subsidy of dishonesty; a 
sorry condition of affairs, to say the least. 

The Congress of the United States is the only hope this country has 
to save us from the evil forces entrenched in our Government, and in 
particular our State Department, for the past 20 years. The way to 
destroy these forces is to cut off their source of public funds. The 
time to do it is now. 


DENIAL OF FUNDS TO UNESCO URGED 


I, therefore, respectfully urge that this committee recommend to 
Congress that it cut off every dollar of money used to support the 
United States National Commission for UNESCO; 

That Congress deny this un-American institution the use of any 
facilities or equipment of the United States Government; 

That the State Department be forced to deny the use of any of 
its personnel to serve the United States National Commission for 
UNESCO. 

That it recommend to the Congress of the United States that the 
law creating the United States National Commission for UNESCO 
be repealed and that the Congress of the United States take every 
step possible to undo the damage which the United States National 
Commission for UNESCO has done to the people of America. 
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That those men in the United States State Department who are 


seas for the creation of the United States National Commission 


UNESCO or who believe in the principle of propaganda instead 


of ‘truth as practiced by the United States National Commission for 


NESCO be dismissed from the service of our Government. 

That the State Department be requested to offer an apology to 
the many fine men and organizations who gave their name and support 
to the United States National Commission for UNESCO without 
knowing its true nature and purpose. 

That the action of this Senate committee be given wide publicity 
so that the people of America will be acquainted with the true nature 
and purpose of the United States National Commission for UNESCO. 

Mr. Perkins (counsel, acting for the chairman). It is quite obvious 
by reason of the statements that you have made, General, that Mr. 
Wilber, of the State Department, might have something for the 
record in response to the many facets that you have opened up in 
your discussion of UNESCO. 

Mr. Wriser. I think the record for the hearing last year had a 
similar statement which was made by General Lowry and we did 
make an insertion of the Department’s appraisal at that time. I 
would be happy to do the same thing in this year’s hearings. 

Mr. Perkins. Bring it up to date for the use of the Senators. 

(The statement appears on p. 1913.) 


OFFICIAL AGENCY OF UNITED NATIONS 


General Lowry. For me to make the statement without any 
supporting evidence, I re ‘alize will not get me anywhere. All the 
agencies concerned ‘with niet | have to say deny every accusation 
made against them. They just say it is not true, but as I said in my 
statement, they cannot support it by the facts. I have the facts here 
and very briefly I would like to give some of them to you. 

Mr. Perxrns. Yes, if you would like to. 

General Lowry. I tried to get this in an order in which it would be 
easy to follow. There is no question that UNESCO is an official 
agency of the United Nations, but Mr. McCullough, who is executive 
secretary at the United States National Commission for UNESCO, 
said that is not a fact, that it is only an agency which is formed out of 
other countries and is not a part of UNESCO, or rather part of the 
United Nations. I contend it is and I think the facts will show that. 

The United States National Commission for UNESCO is set out 
in these pamphlets that I have, and they are wonderful people and 
organizations. If you will notice there is not a single patriotic 
organization in this group, however. Why are such organizations 
such as the Veterans of Foreign Wars, which has gone on record oppos- 
ing UNESCO, the DAR, the American Legion why are they left out 
of this list of organizations who are represented in this United States 
National Commission for UNESCO? 

There is an organization known as the American Association for 
the United Nations. This is the civilian counterpart for the United 
States National Commission for UNESCO. They serve the same 
purpose. One is a civilian organization which is selling the United 
Nations to the American people, and the United States National 
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Commission for UNESCO is designed to sell UNESCO to the American 
people. They both have the same mission. 

But the little fellow, the unorganized man, who has no one to 
represent him whatsoever, what is he to do? 1am trying to raise my 
voice for those people who have no representation. 

This is the appraisal of the United Nations Educational, Scientific 
and Cultural Organization by a delegation which was appointed by 
the State Department consisting of three persons—Mr. Solomon, 
Mrs. Heffelfinger, and Mr. Perkins. These people evidently went to 
Paris, and they gave UNESCO a clean bill of health. They cleared 
them of everything. They say that they are a fine organization. 

But, to begin with, they went to the wrong place, because the 
people of America are not interested in how this institution is operated 
They are interested in what effect it has on the American thinking and 
the school children of our country. That is the only thing that 
matters to the people of this country, not what they learn in Paris, 
France. The only adverse comment in this whole publication has to 
do with administrative procedure, which is entirely irrelevant to the 
fact this thing is designed to take us into world government. There 
are no comments on policy other than agreeable comments. There is 
not one word in here of any unfavorable comment except in the 
administration. It has to do with things which the American people 
don’t care about, anyway. They deny this thing has anything to do 
with peace. 

UNESCO AS PEACE INSTITUTION 


1 told Mr. MeCullough this morning that UNESCO was sold to 
the people of America as a peace institution. He said that that is 
not true and it has nothing to do with peace. The opening sentence 
im this report, signed by Mr. John Foster Dulles, dated September 15, 
1953, says: 

I wish I could be at your meeting because the United States National Com- 
mission for UNESCO at its fourth national convention is an example of the high 
degree of citizenship and responsibility in a free republic and is working for peace 
and advancement. 

In coming over here in their findings, he says that the findings of 
these people are set forth. It is a complete whitewash of everything 
wrong with UNESCO. They deny that UNESCO is a world govern- 
ment institution all the way through. This is the first paragraph of 
Mr. Dulles’ letter quoting the report of these three people I just 
mentioned 

UNESCO does not advocate world government or world citizenship in the 

political sense. 
How can a girl down in the sixth grade when she sees world govern- 
ment and world citizenship over and over again, differentiate between 
the political sense and any other sense? It is all tommyrot to think 
that the little child who is subjected to this world government propa- 
ganda all the time can say that it is not in a political sense when she 
sees world government and world citizenship, that child thinks of 
only one thing. That is just what it means—world government and 
world citizenship. 

He goes on to say the United States delegation found no official 
expression of the general conference, the executive board, the Directo1 
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General or the Secretary that gives the slightest support to this charge. 
Of course they are not going to find it there; they are going to find it 
down in the school books which I have here. 


STATE DEPARTMENT DOCUMENT 


Mr. Perkins. The document to which you have reference is a 
State Department document. Members of the staff will brief it and 
bring it to the attention of the members of the committee. 

General Lowry. It says “Appraisal of the United Nations Educa- 
tional and Scientific Organization.”’ I got this at the headquarters 
of that organization today. I imagine it is a State Department 
document, but I don’t know. 

Mr. Wixzer. I will be glad to supply a copy to you, Mr. Perkins. 

Mr. Perkins. Thank you, General. Do you have anything else 
to offer for the record? If so, we will be happy to hear you. 


TEXTBOOK TREATMENT OF WORLD GOVERNMENT 


General Lowry. Here is a book called Old World Lands. It is the 
property of the State of Florida. It says right here, ‘Essential 
elementary geography.’’ They have a fine book, but they throw in 
at the end of it a chapter on World Government. This thing is 
headed “One World.” It is nothing in the world but a social science 
treatise. 

Mr. Perkins. The book to which you have reference is a book 
published by the education department of the State of Florida, is it 
not? 

General Lowry. No; it is not published by them. It is published 
by a publishing company and written by these people. 

Mr. Perkins. For use in Florida. 

General Lowry. It may be used all over the country. 

Mr. Perkins. It is not a UNESCO publication? 

General Lowry. No; it is not. This whole chapter is a chapter 
which goes on to glorify the United Nations and the World Govern- 
ment. 

Here is one chapter. It says: 


Towards a better world. All men hope for a better world in the atomic age 
Men everywhere must also work for a better world and do so unselfishly. They 
must abandon competition that is unreasonable and harmful. 


Who is going to decide when they abandon competition? This 
country is built on competition. When you teach geography and 
teach that competition is a harmful thing, I do not understand why 
that has any place in here. 

They talk about the United Nations all the way through. Then 
they come down here and tell about how the United Nations will 
encourage friendly relations among the nations. They will uphold 
the principle of equal rights among nations. It will not interfere 
with the internal affairs of a nation. Internal affairs are those affairs 
within a nation that do not threaten the peace of the world. Who 
is going to decide that? 

Then they tell about the world capital. That is in New York 
In the index here it says “Charter.” It gives the place where it is 
found. There is no reference whatsoever to the United States Con- 
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stitution in this book. It tells you about the charter of the United 
Nations. 


NATIONAL EDUCATION ASSOCIATION 


The reason why I want to show you that is the man who was ve ry 
largely responsible for writing the UNESCO part of the United Na- 
tions was a man named William G. Carr whom I understand is still 
the head of the National Education Association. He wrote most of 
the UNESCO information. 

[ spoke in Tampa, Fla., exposing NEA’s part in propagandizing 
UNESCO for children. This man came down there and tried to 
repudiate everything I said. He said it was not true. 

He says right here: 

UNESCO has not advocated world government. 

Another statement is 


UNESCO and NEA advocate teaching youngsters a dual concept of citizenship. 
TEACHING OF WORLD GOVERNMENT IDEA 


Who is he? In speaking about the National Association of Sec- 
ondary School Principals, Mr. Carr said: 

I feel that even this is not enough. It seems to me we should with our loyalty 
to the United Nations teach that world organization should be revised to take 
on some of the aspects of a system of world government and world law. Un- 
willingness to face this is perilous. If the United Nations is to be transformed 
into a limited world government, the psychological foundation for the wider 
loyalties that are necessary must be laid in part in the schools. 

[ urge you, therefore, not to teach about the United Nations as it is, but also 


to teach the attitude that will ultimately result in the creation of world gov- 
ernment, 


this is the man who is the paid man running NEA. He is also the 
man who set up UNESCO, and who denies it has anything to do 
with world government. 

If this committee that I referred to had come down to Tampa, Fla., 


or gone to California or Texas and found out what is going on in our 
schools, they would not make that report. 


LOS ANGELES SCHOOL PUBLICATION 


Here is a booklet put out by the Los Angeles schools entitled 

“UNESCO.” Itisa propaganda agency of the most elaborate ty ‘pe 
There is not the slightest question of a doubt but what it is intended 
to do. It is intended to sell UNESCO to the school children. 

Here is a piece about a superintendent of schools. 

Mr. Perkins. This document is put out for the elementary educa- 
tional level in the State of California? 

General Lowry. That is right, but it is all glorifying UNESCO. 
The NEA denies UNESCO is being taught in the schools, It is so 
silly to anybody who would take the trouble to go down there and 
enter the school system. They would see what is being taught all 
the time. 

I will leave this for the staff. This is by Colonel Bushnell, who is 
a great patriot. He is a highly intelligent man. He has spent 
thousands of hours getting the facts on this thing, and I have worked 
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with him. He has taken this report by the committee, and he has 
broken it down line by line. 

Mr. Perkins. By what committee? 

General Lowry. The committee of the State Department which 
was to investigate UNESCO. He has taken that and broken it down 
line by line. ‘There are all the findings to prove how silly and ridicu- 
lous it is for these people to say that everything is fine in UNESCO, 
hat it is not trying to teach world government to the children. It is 
ill documented here, and I will leave this with you. 

(The document referred to follows:) 


elf-appraisal, as published in The Minute Women of the USA, Inc., March Newsletter, 1954, page 


“An APPRAISAL OF UNESCO” 


Only recently Secretary of State Dulles received a report from three stanch 

N ESCO’ ers attesting to certain aspects of this specialized agency of U.N. Those 
mitting the report were Mr. Irving Soloman, chairman; Mrs. Elizabeth 
Heffelfinger, of Minnesota; and President John A. Perkins, of the University of 


Delaware. Quite naturally the report reflected a completely clean bill of health 
or UNESCO. They might search the published literature of the U. N-.ers from 
er to cover and find no derogatory comments. Throughout, the U. N. and 


specialized agencies are benign, long suffering, sympathetic, human-welfare 
nscious world ‘‘do-gooders.’”’ But it really is not that simple, not that 
enchanting. 

The fact that President Eisenhower proclaims from the housetops his undying 

nfidence and faith in the U. N. does not make it an agency favorable to the 
United States of America or its people. He has made mistakes before, and he 

ay add others to his erroneous attitude toward the U. N. 

Mr. John T. Wood, Member of Congress, has had far better, and less biased, 
ypportunity to contemplate the U. N. than Mr. Eisenhower, whose narrow 

litary life and long exposure to the guile of U. N. Europeans easily explains his 

ews 

Let us quote Mr. Wood from the Congressional Record, October 15, 1951: 

“Gendered by the American people in an honest and fervent desire for universal 
peace, proclaimed from most pulpits as more or less of a going concern, and 
almost a panacea for the reign of godliness and Christian living, there can be no 
reasonable doubt at this time that it was a made-to-order trap for the Communists 
to bring into being a one-world government, a Communist world state, and a 
pliable instrument for Soviet aggression. It is all so incredible that the good 
people of America, not being used to oriental duplicity and intrigue, simply cannot 
believe that men could be so utterly false to all the laws of decent living, regard 
for the rights of minorities, and the great moral principles upon which this Gov 
ernment was founded, and which its people have followed for the past 175 years.’’ 

It was demonstrated that Alger Hiss was a Soviet agent when he drafted the 
U. N. Charter, and patterned it after Russian doctrine, not after the Constitution 
of the United States, including the philosophies on which the Bill of Rights was 
founded. 

Further, the U. N. and its agencies are godless instrumentalities. Were there 
any regard whatever in Russia for the Supreme Being the brutality and ruthless 
ness manifest throughout the areas behind the [ron Curtain, there might be some 
hope to treat with the U. 8. 8. R. Currently there is none. There is nothing 
to preclude the Communists from dominating the U. N. from top to bottom. 

As example of this is the recent furor concerning the presence of Communists 
in the U. N. Secretariat. A great play was made toward cleaning them out. 
This was all a stall. Consider an objection, any objection, to personnel in the 
Secretariat in the light of article 8 of the U. N. Charter: 

“The United Nations shall place no restrictions on the eligibility of men and 
women to participate in any capacity and under conditions of equality in its 
principal and subsidiary organs.’ 

It is clear from this that neither the United States nor any other country can 
object, with any hope of success, to anyone engaged by the U. N. In the recent 
case the farce was completed when the Communist-tainted employees were 
indemnified, the money being paid by the American taxpayers with Treasury 
Department checks. 
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Again, it is pointed out that Mr. Luther Evans—onetime Librarian of Congress 
and head of UN ESCO—refused to allow his employees to be cleared for security 
risks. 

These things and many others offer stark proof of the link between the U. 8. 8 
R., U. N., and UNESCO. There is no point in undertaking to differentiate 
U. N. from UNESCO for the purpose of this discussion; whatever shade one dis 
plays will be found in the other. 

2. The second consideration was the allegation that UNESCO advocates a 
political world government and that UNESCO seeks to undermine the loyalt, 
of the United States. Presumably this means the loyalty of American citizens 
to the United States 

The UNESCOers claim that this is perhaps a hasty misconstruction deriving 
from the expression, found throughout their literature, ‘“‘world citizenship 
To the early graders when teachers talk about ‘‘world citizenship’? what would 
induce the little ones to take exception, or to apply a logical interpretation? 
It is absurd. When they say ‘world citizenship’? obviously that is 
what they have in mind 

World government sticks out all over U. N. and UNESCO. It has been 
neatly concealed and camouflaged, but one might sav: Madam U. N. your 
“world government” slip is showing. 

Take, for example, the UNESCO booklet of 230 pages entitled: 
Problems and Methods.”’ Consider a sentence on page 24: 

“The initiative rests with the responsible rulers; they and they alone, if they 
are sufficiently conscious of the need for federation, will have to bring the neces- 
sary machinery into being.” 

Again, ponder a sentence on page 42: 

“The federal organization may be considered finally consolidated when what 
we might call the sense of dual allegiance has grown up in the minds of the citi- 
zens, the attachment to the major community balancing that to the minor com- 
munity, and both being equally spontaneous.” 

On page 45 is a reference which must needs be explained away before acquittal 
on the world government charge, e. g.: 

“* * * to set up some authority above the national state, transferring to it 
a certain measure of the State’s sovereignty.”’ 

To join such a world federation and sacrifice a measure of sovereignty is to 
submit to world government. 

True, there are statements to the contrary in U. N. literature. Such state- 
ments can be only an attempt to deceive the unwary. The real intent is too 
patent. 

Nor is this line of thinking confined to U. N. converts. There are plenty of 
collaborators. Take forinstance the one-hundred-odd United States Congress- 
men who. joined to gether to sponsor House Concurrent Resolution 64, October 
12 and 13, 1949, which proposes: 

‘To seek development of the United Nations into a world federation.” 

Here is the text of the resolution: 


exactly 


“Federalism: 


“Resolved by the House of Representatives (the Senate concurring), That it is the 
sense of the Congress that it should be a fundamental objective of the foreign policy 
of the United States to support and strengthen the United Nations and to seek its 
development into a world federation open to all nations with defined and limited 
powers adequate to preserve peace and prevent aggression through the enactment, 
interpretation, and enforcement of world law.” 

Some 2 vears later the world government idea became so alluring—among 
government and educational people—that the subject was boldly included in the 
literature of the time. Mr. Earl J. MeGrath in his volume, Education the Well- 
sprit g of Democracy (1951), said: 

“College and university graduates have a peculiar responsibility to recognize 
that the cold war, widespread economic and political ferment, moral conflict, 
and the drive toward an international community will continue to be part and 
parcel of our lives—and perhaps the lives of our children as well.” 

He follows this up with: 

‘We are working for peace through the United Nations and specialized agencies 
such as UNESCO, for the building of a peaceful international community is 
the cornerstone of our foreign policy. That Americans are keenly aware of the 
importance of the United Nations in the fight for peace is well demonstrated 
by the active part many citizens are playing in the Atlantic Union and world 
government movements and other groups seeking ways to strengthen international 
organization. Our people know that only in such a community of nations can 
freedom grow and flourish.”’ 





eT 


55 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1911 

f Congress 4 benign and fair world government could be a wonderful agency to maintain 

or securit he universal peace so elaborately discussed throughout U. N. literature But 
i hat prospect that an additional echelon of government, world government, 

ie UL SS 3 iperimposed above our Congress would be better able to guard the welfare of 

Terentiat itions? What guaranty is there that, among the first actions of such a world 

e one d i svernment, all laws establishing immigration restrictions would not be abolished? 

[his is one of the prominent features of the Universal Declaration of Human 

vocates Rights, propounded by UNESCO in which it is stated that: 

e lovalt ‘Pveryone has the right to leave any country * * *” 

nN citizens [mmigration restrictions are in violation of the U. N. Charter. 

While on this subject it seems appropriate to include a quotation from a Florida 
| derivi State owned textbook, on essential elementary geography. On page 332 we find 
zenship this world government germ: 
at wou “World capital: In December 1946 the United Nations organization chose 
retation? New York City as the place for its permanent home. New York was the first 
3 exact] Capital of the United States. Now it is the world capital of the United Nations. 

Che greatest American city is the greatest world city. 
has beer “The United Nations will build its world headquarters on a six-block strip of 
N. vour land on the eastern side of Manhattan Island, facing East River.”’ 

While “world government” is not mentioned, most of the “‘capitals’’ of the 

leralisn vorld normally have a country, of sorts, appended. The implication here is 

clear. Surely no one would expect even the sixth graders who use this text to 

if thy miss the point that the United States Constitution would in effect become 
1 nec subordinated. 


One more example might be included: In 1946 the organization meeting of the 
United States National Commission for UNESCO took place, in the State Depart- 


en what ment in Washington. It was on this occasion that the then Assistant Secretary 
the citi of State, William Benton, addressed the assemblage of 100 distinguished Americans 
ior com of the Commission. In his address he used this sentence: 
“We are at the beginning of a long process of breaking down the walls of national 
cequittal sovereignty, * * *. In this process UNESCO must be * * * the pioneer.” 
Obviously the vacuum produced by breaking down the walls of national sov- 
ng to it ereignty would of necessity be filled by a world federation—world government 
It is interesting to note that Mr. Milton Eisenhower was the first chairman of 
tv is to the United States National Commission for UNESCO, at the time of this meet- 
ing. Mr. Eisenhower later made a statement relative to world government. 
h state [his comes from a leaflet, UNESCO Leaders Speak, printed in United States 
t is too Government Printing Office, 1949. He said in part: 
Force by itself is helpless to achieve, much less maintain, a world govern- 
enty of ment * * * 
ngress “Tt is in this light that we should view our latest attempt to create, out of inter- 
letober ational anarchy, a true world government. 


‘* * * Wvery member of the United Nations has accepted, in theory, the 
principle that the United Nations must be able to impose military sanctions in 
der to keep the peace—which is to say that every member is committed in 


tis the theory to the sacrifice of individual sovereignty to the sovereignty of the group 

1 polis Before Jeaving this subject it is in order to examine what effect world federation 
seek its or World government might have. The UNESCO booklet, Collective Security 
limited Paris, undated) on vace 13 we find an interpretation of the plan: 

tment, “These states would hand over to the federal authority certain of their sovereign 





powers, including, in the political field, the raising of armed forces, the conduct of 





among lipnlomacy, the making of treaties and the decision to go to war; and in the eco- 
in the omic field, the regulation of tariffs, currency, and immigration.”’ 

Well- There are some words about the “principle of free consent’’, which is eyewash 

Once in a world government there will be no device for the purpose of releasing a 

ognize state In fact in the U. N. Charter itself there is no provision for retiring from 

»nflict membership We are in How lone it v ill take to reallv convert the [ N to 





rt and world government is anvbody’s guess What will happen to freedom, free enter- 
prise, and our social order is a much easier cuess 
3. The third feature of this U. N. self-a>praisal had to do with the question of 


encies whether UNESCO seeks to indoctrinate American school children 

ity is This question borders on the ludicrous. A UNESCO leaflet (Paris, January 

of the 1952) carries these words: 

trated “It is with education, first and foremost, that UNESCO must be con- 

world cerned * * for international understanding.’ 

tional Following this, an examination of the UNESCO series of 10 booklets Toward 

'S can World Understanding supplies adequate evidence to disprove the negative found 
: 
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by the self-examining committee. I shall refrain from quoting from these 
booklets. They should be stacked with this document, and examined in detail. 

In this connection a good example of the illogical extreme the UNESCO advo- 
cates will go is manifest in the volume The E in UNESCO as published in the 
Los Angeles school system. This book is for the purpose of indoctrination, 
nothing more or less. The foreword by Mr. Alexander J. Stoddard tells the tale. 
Here is an extract: 

“We believe that in all schools the UNESCO program should be schoolwide 
and continuous, permeating at one time or another all departments and all 
activities; that in no school can the promulgation of UNESCO ideals be left to 
any one school club nor satisfied in any one annual assembly. We know that 
each school will want to develop its own ways and means for disseminating infor- 
mation about UNESCO, with sensitivity to the special needs and talents of its 
own students, staff and community.” 

Disputing the findings of the UNESCO self-examination, is the speech of Hon. 
Paul W. Schafer in the House of Representatives on March 21, 1952. His pam- 
phlet of 56 pages (not printed at Government expense) is entitled “Is there a 
‘Subversive’ Movement in the Public Schools?’ Let us include two quotes 
from this speech: 

Page 3: ‘““* * * there are movements afoot in educational circles which are 
dedicated to the promotion through the schools of a system of planned and con- 
trolled economy and a system of world government to which national sovereignty 
in matters of national defense is to be subordinated.” 

Page 25: “It fairly staggers one to consider the tremendous task ahead in 
revision of our existing instructional literature if it is to be of any use at all in a 
collectivist society.” 

The close relationship between UNESCO and the school system is revealed 
in the United States National Commission for UNESCO pamphlet entitled 
“Teaching About the United Nations in the Schools and Colleges of the United 
States.’ This is a document of the Federal Security Agency, United States 
Office of Education. (January 1, 1950, to December 31, 1951.) 

In the conclusion of this paper, page 28, are found these statements: 

‘Through formal courses on the subject (U. N.) at the college and graduate 
levels, and its incorporation into the regular curriculum of the schools; through 
summer workshops and inservice training courses for teachers after school hours; 
through community forums, summer institutes, and other adult education pro- 
grams; and through extracurricular activities for college and high school youth, 
every segment of the population is now being reached.” 
and 

“Continuous encouragement and assistance is offered to teachers at all levels 
throughout the year by the Department of State through its publications and 
speakers, and by the United States Office of Education through its periodicals, 
pamphlets, bibliographies, and consultant service.” 

Can there be any question that the U. N. self-examination drew erroneous 
conclusions? 

It is clear that U. N.-UNESCO drives toward a new Socialist, collectivist world 
government that bodes ill for America. The Constitution and Bill of Rights 
will be the sacrificial offering to this new order. 

Byron E, BusHNELL 
(For Gen. Sumter L. Lowry). 
May 10, 1954. 


OPPOSITION TO INTERNATIONAL EDUCATIONAL ORGANIZATIONS 


General Lowry. In closing, I would like to make this one obser- 
vation—— 

Mr. Wixeor. Mr. Perkins, will that be a part of the record? 

Mr. Perkins. It has already been submitted. 

General Lowry. I want to say this, because I think it is important 
for you people up here to understand it: 

All other the United States there are patriots, small fellows, seeth- 
ing with indignation about the way our country is being taken over 
by these international patriotic organizations. They have not got 
any voice. Nobody speaks for these people at all. They have 


se walle 


~ 16S, 





Ae eae 


Calin. 


— a re 








ta 


STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1913 


these little meetings all over the country, and nothing happens. 
They boil over with indignation. All the money and the resources 
of the Government are on the side of the people who are trying to 
ram this down the patriots’ throats. The time to cut it off has come. 
It ought to be stopped. If I were a left-wing man, some man who 
comes up here and says “We demand that you do this,’”’ maybe some- 
body would listen. 

I have the greatest respect for the Congress of the United States 
and I would not use that method. 

[ urge you with all my heart to consider this thing, and to do some- 
thing for the patriot and the small taxpayers of the United States 
of America. 

LIMITATIONS ON USE OF FUNDS 


Mr. Perkins. I can assure you that every effort will be made to 
give this whole field that you have opened up here serious consider- 
ation and study by members of the staff and members of the com- 
mittee. 

Mr. Wilbur, if the Department wishes to file a statement about 
this matter you may do so. 

Mr. Wiisur. Thank you, I would like to submit the following 
statement for the record. 

(The statement referred to follows:) 


In 1952 the Appropriations Act contained certain limitations on the use to 
which funds appropriated for the State Department and for contributions to inter- 
national organizations could be put. The language of the limitation is as follows 
(sec. 112, Public Law 495, 82d Cong., 2d sess.): 

“None of the funds appropriated in this title shall be used (1) to pay the United 
States contribution to any international organization which engaged in the direct 
or indirect promotion of the principle or doctrine of one world government or one 
world citizenship; (2) for the promotion, direct or indirect, of the principle or 
doctrine of one world government or one world citizenship.”’ 

Each year the State Department has carefully examined the question as to 
whether the provisions of this legislation are being violated. Officers of the De- 
partment and our missions to international organizations have under continuing 
review publications and actions of international organizations of which the United 
States isa member. The Department does not find that any international organi- 
zation in which the United States holds membership is engaged in the direct or 
indirect promotion of the principle of one world government or one world citizen- 
ship. The Department of State itself is not engaged in the promotion, direct or 
indirect, of the principle or doctrine of one world government or one world citizen- 
ship. The Department of State does not find that the United States National 
Commission for UNESCO is engaged in the promotion, direct or indirect, of the 
principle or doctrine of one world government or one world citizenship. 

The Department has invited individual members of the United States National 
Commission for UNESCO to keep under continuing review the publications of 
the United Nations Educational, Scientific, and Cultural Organization (UN ESCO) 
in order that the Department might have the competent advice of leaders in the 
fields of education, science, mass communications, and the arts as to the character 
of the publications being issued by UNESCO and as to the content of such pub- 
lications. During the entire period in which members of the National Commission 
have been engaged in studying and reviewing publications of UNESCO, they 
have consistently reported to the National Commission that they have not found 
in the publications of UNESCO any material, which in their judgment constitutes 
the direct or indirect promotion of the principle or doctrine of one world govern- 
ment or one world citizenship. 

The President of the United States appointed a delegation of distinguished 
Americans to represent this Government at the Second Extraordinary Session 
of the General Conference of UNESCO held in July 1953. This delegation was 
charged with the responsibility of making an objective and factual study of the 
organization and operations of UNESCO with a view to advising the President 
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and the Department of State as to the facts concerning certain allegations that 
had been made in the United States concerning UNESCO's aims and work. 

This delegation, headed by Irving Salomon, and including as its other members 
Mrs. Elizabeth Hefflefinger, Minnesota, and Dr. John Perkins, president, Uni- 
versity of Delaware, reported its findings to the President and to the Secretary of 
State. These findings were published in Department of State publication No. 
5209 dated October 1953. The findings of this delegation were also inserted in 
the Congressional Record by the Honorable Senator Edward J. Thye, of Minne- 
sota, on January 7, 1954, pages A-—69 to A-74. 

These findings provide an effective answer to the allegation that UNESCO 
advocates a political world government, that UNESCO seeks to indoctrinate 
schoolchildren with the concept of world citizenship and a number of other 
erroneous criticisms that have been made against UNESCO by individuals and 
groups in the United States. 

This delegation not only attempted to clarify the record with respect to erroneous 
charges that have been made about UN ESCO and its work, but brought attention 
also to the major weaknesses of UNESCO, which this Government has taken into 
consideration in the official positions it takes as a member of the organization. 

The delegation also pointed out a number of benefits that accrue to the United 
States as a result of its participation in UNESCO. Copies of this report are 
— by writing to the Department of State and requesting publication 
No, 5209. 


SALARIES AND EXPENSES, State DEPARTMENT 


LETTER FROM THE AMERICAN SOCIETY OF INTERNATIONAL LAW ON 
PUBLICATION OF FOREIGN RELATIONS VOLUMES 


Mr. Perkins. I have received a letter and resolution adopted by 
the American Society of International Law which urges the continued 
publication of the foreign relations volumes, by the State Department. 
This communication will be placed in the record at this point. 

(The communications referred to follow:) 


THe AMERICAN Society oF INTERNATIONAL LAw, 
Uniontown, Pa., April 26, 1954. 
Senator StyLes BrRIDGEs, 
Chairman, Appropriations Committee, 
United States Senate, Washington, D. C. 


Dear Senator Brivces: I have the honor to transmit herewith a copy of a 
resolution adopted by the American Society of International Law at its meeting 
on April 24, 1954, expressing its hope that there will be no curtailment in the 
publication by the Department of State of its volumes of documents relating to 
foreign relations. 

For many years this societ y has taken an interest in making available to lawyers, 
law-school teachers, and officials engaged in the field of international law the 
official text of documents pertaining to international law and the foreign relations 
of the United States. 

The society committee on State Department publications has long been active 
in keeping abreast of the Department’s activities in this connection, and in 
encouraging the more prompt publication of more adequate documentation in 
this important field. 

Our criticism of the Department, when we have had occasion to criticize its 
program, has been that there has been too much delay in the publication of these 
documents or that not enough material has been published. 

We have never felt that too much was being published; although we have some- 
times thought that in applying its available funds the Department has sometimes 
tended to overemphasize propaganda and publicity material for popular consump- 
tion at the expense of the type of documentary and scholarly material in which 
the society is interested. 

Your attention is respectfully directed to the enclosed information obtained 
from the Department during the past year for the use of our committee on State 
Depart ment publications. On page 5 of the memorandum you will note certain 
followup questions regarding points raised by our committee in previous years. 
The first of these queries you will note relates to the publication of Foreign Rela- 
tions. You will note that our concern is with undue delay in publication. We 
have never heard any question raised concerning the desirability of publication. 
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The society considers the making available to its members professionally con- 
cerned in the field of international law and relations of the text of appropriate 
official documents so important that we request, if it meets with the convenience 
of your committee, that opportunity be given for a representative of the society 
to appear personally before your committee in order to make a presentation of 
views regarding this matter. 

George Maurice Morris, Esq., American Security Building, Washington 5, D. C., 
has been designated as our representative to make such presentation if your com- 
mittee will be able to hear him, 

Sincerely yours, 
EpWARD DUMBAULD. 


SEPTEMBER 28, 1953. 
MEMORANDUM TO Mr. DuMBAULD 


Replies to the questions in his letter of August 20, 1953, on Department of State 
publications 


1. What has the Department accomplished during the year in the way of 
publications of the sort in which the society is interested, namely the text of 
documents pertaining to international law and foreign relations of the United 
States, and professionally useful to lawyers, law teachers, and officials engaged 
in the field of international law? 

The following publications of this nature were issued by the Department of 
State during the 1953 fiscal year: 

Foreign Relations, 1934, volume 5; 1935, volumes 1, 3, and 4. These volumes 
completed the series for the years 1934 and 1935. 

Documents on German Foreign Policy, 1918-45, volume 5. 

United States Statutes at Large, 8lst Congress, Ist session, 1949, volume 63, 
parts II and III; and 8ist Congress, 2d session, 1949, volume 64, part III. This 
concludes the volumes of the Statutes at Large to be published by the Department 
of State 

United States Treaties and Other International Agreements, January 1 
December 31, 1950, volume 1. 

Treaties and Other International Acts Series—236 pamphlets, totaling 4,116 
pages. 

Participation of the United States Government in International Conferences, 
July 1, 1950, to June 30, 1951 (pub. 4571). 

United States Participation in the United Nations: Report by the President 
to the Congress for the Year 1951 (pub. 4583) 

North Atlantic Treaty Organization; Its Development and Significance (pub. 
4630) 

The UNESCO Constitution and Basic Law (Pub. 4645). 

teport of the Consultative Committee on Economic Development in South 
and Southeast Asia; Fourth Meeting at Karachi, Pakistan, March 1952 (pub, 
4650). 

Report of the Conference on German External Debts, London, February— 
August 1952 (pub. 4746). 

Summary of the Discussions: Pacific Coast Conference on Private Investment 
in International Development, San Francisco, September 24-25, 1952 (pub. 4795). 

United States Efforts Toward Disarmament: Report to the President by the 
Deputy United States Representative on the United National Disarmament Com- 
mission, January 12, 1953 (pub. 4902). 

Report on the Fourth Meeting of Consultation of Ministers of the American 
Republics (pub. 4928). 

Regional Organizations; A Description of Their Development and Functions— 
Europe and the North Atlantic Area (pub. 4944). 

Countless articles, texts of international documents, etc, have been printed 
in the weekly Department of State Bulletin which are of interest to persons 
engaged in the field of international law. A good many of these have been 
reprinted as separate pamphlets, such as the following: 

Foreign Relations of the United States (reprinted from the December 22, 1952 
issue as pub. 4871). 

Progress Toward Completion of Human Rights Covenants (reprinted from the 
July 7, 1952, issue as pub. 4669). 

The Development of United States Policy in the Near East, South Asia, and 
Africa, 1951-52 (reprinted from the December 8 and 15, 1952, issues as pub. 4851), 
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Visa Work of the Department of State and the Foreign Service (reprinted from 
the February 2 and 9, 1953, issues as pub. 4980). 

The following publications of interest to international lawyers have been 
issued since July 1, 1953, in addition to numerous pamphlets in the treaties and 
other international acts series: 

United States Treaties and Other International Agreements, January 1- 
December 31, 1951, volume 2, part I. 

U. S. Participation in the U. N.: Report by the President to the Congress for 
the Year 1952 (pub. 5034). 

UNESCO Basic Documents (pub. 4788). 

2. What are the Department’s plans for the immediate future with regard to 
such publications? 

The compilation and publication of the foreign relations volumes is being 
expedited. It is planned to complete the publication of eight volumes of the 
backlog this fiscal year, and the compilation for publication of United States 
relations with China for the years 1941 to 1950 is being speeded up, as is also the 
compilation for publication of the papers relating to the World War II conferences 
of the heads of state. 

Attention should be called also to the work which was done during fiscal year 
1953 looking toward publication of material. 

United States Treaty Developments (USTD): 

Manuscript consisting of 135 pages constituting part I of the seventh release 
(December 1951) was completed in May 1953 but publication has remained in 
abeyance because of lack or funds for that purpose. When this material is 
eventually published it will serve to incorporate in USTD 54 new agreements on 
which annotations had not previously been included in that publication. 

Measures were further developed in the interest of economy (saving an esti- 
mated 40 percent in paper and 50 percent in cost of composition and proofreading) 
as follows: 

(1) Elimination of cross-reference pages heretofore furnished with each release, 
since a comprehensive index developed for USTD affords the user adequate 
reference by both country and subject matter to all treaties and other agreements 
included in the publication. 

(2) Discontinuance of the issuance of so-called revised pages (by means of 
which, heretofore, the supplementary date regarding current actions and develop- 
ments with respect to treaties and other agreements already included in USTD 
have been incorporated) and substituting for such revised pages a system of 
supplement sheets to be issued periodically (on an annual basis at present). 

With these objectives in view, 251 pages of manuscript for the 1951 and 1952 
supplement issues have been completed, containing current information on 135 
agreements. The 1951 supplement sheets will constitute part II of the seventh 
release (December 1951); those for 1952 will constitute part II of the eighth 
release (December 1952). 

Since stocks of several of the earlier releases (mainly the basic one) have become 
exhausted and it is impossible for the Government Printing Office to fill orders 
for this material, a completely assembled volume of USTD as of December 31, 
1950 (approximately 1,133 pages) has been collated to serve as manuscript for a 
reissue when circumstances permit. 

A survey was made of all persons and organizations on the mailing list for 
USTD (including Members of Congress, Government agencies, and individual 
officers, depositary libraries, and individual subscribers) in accordance with 
prescribed routine for periodic evaluation of the Department’s publications. 
The consensus of the returns received was highly favorable to the publication 
but there were repeated criticisms on the basis of the coverage being incomplete 
and the releases being too infrequent. 


The Malloy volumes 


A master working file was well developed for the project of bringing up to date 
as of December 31, 1949, the material existing in the four-volume publication 
entitled ‘‘Treaties, Conventions, International Acts, Protocols, and Agreements 
Between the United States and Other Powers,’’ commonly referred to as the 
“Malloy” volumes. The new publication, United States Treaties and Other 
International Agreements, which begins as of January 1, 1950, is intended, among 
other things, to make any supplements to the Malloy volurnes unnecessary for 
the period following that date. 
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Treaties in force 

Some progress was made on the compilation of a revision of the Department’s 
publication entitled ‘Treaties in Foree—A List of Treaties and Other International 
Acts of the United States in Force on December 31, 1941.”” The completion of 
this revision has long been delayed because of the pressure of other work and the 
lack of sufficient personnel to complete the project. 

3. What more remote or contingent programs with regard to such publications 
are under consideration? 

The volumes in the regular series, such as Foreign Relations and United States 
Treaties and Other International Agreements, will continue to be published. 
Likewise such regular publications as the Department of State Bulletin. Beyond 
this, however, no fixed program can be anticipated far in advance in view of 
limitations on funds for printing. 

4. What appropriation was utilized for such publications during fiscal 1952-53? 
What amount is asked therefor for fiscal 1953-54? 

The appropriation used for fiscal year 1953 was “Salaries and Expenses, De- 
partment of State.” 

The sum of $134,140 has been allotted for fiscal year 1954 for treaty materials, 
Foreign Relations volumes, Documents on German Foreign Policy, Department 
of State Bulletin, and Foreign Policy Briefs. 

1. Have the 1935 volumes of Foreign Relations been published? Or any later 
years? 

The 1935 volumes (consisting of five) have all been published. These are the 
latest volumes published thus far. 

2. What volumes of the United States treaties have been published to date? 
Volume 1 for 1950 and volume 2, part 1, for 1951 have been published to date. 
Volume 2, part 2, for 1951 is expected to be available by October. 

3. What publications are issued periodically and kept current? What is the 
latest date covered by the most recent issue of each such periodical? 

Department of State Bulletin, September 14, 1953, and Foreign Policy Briefs, 
September 11, 1953. 

While material for United States Treaty Developments as originally planned 
was intended to be issued periodically and kept current, the latest date covered 
by the most recent issue of such material that has been published is December 
1950, that material having been released to the public on May 19, 1952, and 
constituting part II of the sixth release. That release comprised 400 printed pages 
(revised sheets) and a comprehensive index of 235 pages. 

4. What, if anything, has been done during the past year with regard to index- 
ing treaties? 

Volume 64, part 3, of the United States Statutes at Large (the last volume of 
the Statutes in which the texts of treaties are printed) contains on pages 1103-1182 
a List of Treaties and Other International Agreements Contained in the United 
States Statutes at Large. This list gives the name of the country, series number, 
subject, date, statute volume, and page number. 

The index to each of the volumes of United States Treaties and Other Inter- 
national Agreements is being developed on a far more comprehensive plane than 
the index in the respective volumes of the United States Statutes at lange with 
respect to treaties and agreements. For example, the index in a given volume of 
the statutes would contain only 3 or 4 entries with respect to a treaty of friend- 
ship, commerce, and navigation, whereas in the new publication entries are being 
included in the index with respect to each of the principal subjects to which the 
treaty applies. 

In compiling the first volumes of United States Treaties plans were made for 
making the index a more helpful guide in locating various subjects in the texts of 
the treaties and other agreements. Any suggestions by the society for improving 
the index to those volumes with a view to facilitating their use would be appre- 
ciated. 

Each of the volumes of United States Treaties and Other International Agree- 
ments contains an index. 

5. Has the memorandum prepared by the Legal Adviser’s Office entitled The 
Law of Treaties as Practiced by the United States been published? 

The Law of Treaties as Applied by the Government of the United States of 
America has not been printed. 

6. What other comments or suggestions have you to make which might be 
helpful to the committee? 

None for the present. 
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DEPARTMENT OF STATE, 
Washington, November 17, 1953. 
Mr. Epwarp DuMBAULD, 
Chairman, The American Society of International Law, 
Washington 4, D. C. 

Dear Mr. DumBavtp: Please pardon the somewhat belated reply to your 
follow-up letter of October 1, in which you request me to supplement my previous 
memorandum to you “‘by advising the amount in dollars utilized during the 
fiscal year 1953-53 for such publications * * *.’”’ 

I have ascertained that the sum of $162,456.58 was obligated or expended dur- 
ing fiscal year 1953 for treaty materials, Foreign Relations volumes, Documents 
on German Foreign Policy, The Department of State Bulletin, and Foreign Policy 
sriefs. The reduction of $28,316.58 in the total estimates for printing costs of 
these publications during fiscal year 1954 ($134,140) as compared with the total 
obligations for fiscal year 1953 ($162,456.58) results largely from certain economies 
effected in the periodicals Foreign Policy Briefs and The Department of State 
Bulletin, and from the fact that payment of completion costs of certain Foreign 
Relations and Documents on German Foreign Policy volumes which occurred 
during fiscal year 1953 will not recur during fiscal year 1954. 

I hope this gives you the necessary information. 

Sincerely yours, 
G. BERNARD NOBLE, 
Chief, Historical Division. 





ResoLuTion ApoprED BY THE AMERICAN Society or INTERNATIONAL LAW ON 
AprRIL 24, 1954 


Whereas the experience of the United States and other countries governed by 
their people has shown that the only adequate reports on their foreign relations 
consists of the publication of documentary records; and 

Whereas the United States has met that requirement from its beginnings and 
since 1861 has published Papers Relating to Foreign Relations in a continuous 
series that is a model of editorial craftsmanship for that type of publication; and 

Whereas it is essential that the citizens of the United States be supplied with 
such information as the basis for understanding and influencing the foreign policies 
of their country; and 

Whereas it is indispensable that the teachers, students, legal practitioners, and 
others have at hand these authentic records of the action, desires, and policies 
of their country in its relations with the rest of the world; and 

Whereas the proper purposes of publication are not served by the issuance of 
documentation on selected subjects to meet casual or temporary concern with 
certain questions; and 

Whereas opposition on the sole ground of expense has been expressed in the 
Appropriations Committees of the Congress to the continuance of the volumes 
on Foreign Relations: Therefore, be it 

Resolved, That the American Society of International Law express its concern 
at any proposal to curtail the program of the Department of State in publishing 
consecutively the Papers Relating to Foreign Relations in accordance with the 
time-attested standards followed for many years; and 

Calls upon the Congress to vote appropriations which will enable the Depart- 
ment of State to bring the publication of this fundamental series as nearly up to 
date as possible. 


STATEMENT OF FormMeR AMBASSADOR JosEPH C. GREW 
FOREIGN RELATIONS OF THE UNITED STATES, PUBLICATION 
Mr. Perkins. A prepared statement of former Ambassador Joseph 


C. Grew has been received and will be inserted in the record. 
(The statement referred to follows: ) 


I come as a private citizen to urge that the Senate restore in the appropriation 
bill for the Department of State for the fiscal year 1955 the item unfortunately 
eliminated by the House of Representatives for the compilation and printing of 
the volumes, Foreign Relations of the United States. 
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These volumes have been published annually since 1861. A certain backlog is 
necessary Owing to the necessity of protecting our cipher codes and also of pro- 
tecting confidential exchanges of communications between governments. The 
traditional backlog has been 15 years, but this has recently risen to 18 years, the 
last volumes published bringing the documents up to 1936. It is felt that this 
delay should properly be reduced. If 1 or more years are allowed to pass without 
the publication of any new volumes, it will be increasingly difficult ever to catch 
up with the backlog. 

These volumes are indispensable to Congress, to Government departments, 
libraries, writers, historians, and other scholars and students for whom they are 
essential works of reference. I have before me a book, Japan and America, in 
which a single chapter contains 43 references to these volumes. This applies in 
varying degrees to all historical works relating to the United States. The handi- 
cap to officials and writers if the regular publication of the volumes were even 
temporarily suspended would be most serious. 

The project for publishing these volumes during the fiscal year 1955 has been 
fully explained by the Department of State. To eliminate this item from the 
appropriation bill would result in an infinitesimal saving at incalculable cost to 
the Congress, the Government, and the public. 

On the Archives Building are inscribed the words of Shakespeare, ‘‘What is 
past is prologue.” Without understanding the pattern of our foreign relations 
over the years and its results, how shall we ever act wisely in dealing with current 
affairs? 

I urge that the item eliminated by the House be restored by the Senate. 


SUMMARY REPORT ON INTERNATIONAL EDUCATIONAL EXCHANGE 
ACTIVITIES 


Mr. Perkins. The record will also show at this point the summary 
report of the exchange program which was prepared by the investiga- 
tions division of our committee. 

(The report referred to follows: ) 


INTERNATIONAL EDUCATIONAL ACTIVITIES OF THE DEPARTMENT OF STATE 


The following summary of educational-exchange activities and related appro- 
priation requests therefor has been prepared by the investigations division as of 
possible assistance to the Senate Appropriations Committee. 


Background 

The history of the United States in the field of educational and related exchange 
began in 1936 with the Buenos Aires convention, participants of which were the 
United States and other American Republics, who convened for the promotion 
of inter-American cultural relations. Among other things, it was agreed that 
there would be exchanged between each signatory country 2 graduate students 
each vear and 1 professor each 2 years. From this beginning there has evolved 
the current. exchange program which is based on seven separate laws authorizing 
various types of exchanges, all now being administered by the International 
Edueational Exchange Service of the Department of State. 

The rapid growth of the exchange program began with the passage of the 
United States Information and Educational Exchange Act of 1948, popularly 
referred to as the Smith-Mundt Act. As indicative of this growth between 1948 
and 1953, a total of 15,722 students, specialists, professors, leaders, etc., were 
exchanged with 70 countries under the program. Some 6,400 persons will 
be exchanged in the fiscal year 1954, and approximately 5,800 are contemplated 
for the fiscal year 1955. 

Administration 

The information and educational exchange program, as authorized by the 
Smith-Mundt Act, was originally administered by the International Information 
Administration of the Department of State, which was subordinate to the Assist- 
ant Secretary of State for Public Affairs. Until 1953 the exchange program was 
an integral part of the overall information program, being considered as one of 
the media of disseminating abroad information about the United States. The 
Manager of the Information and Educational Exchange Administration formu- 
lated and executed programs within policy direction from the Assistant Secretary, 
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of State for Public Affairs. As a result of a reorganization in January 1952, the 
International Information Administration was established as a more autonomous 
unit of the Department of State, raising the stature of the Administrator; however 
the Assistant Secretary for Public Affairs retained a policy guidance function. 
By virtue of Reorganization Plan No. 8, June 1, 1953, the administration of the 
overseas information program was removed from the Department of State and 
vested in an independent agency. However, the educational exchange program 
remained in the Department of State on the theory that the prestige and non- 
propagandistic reputation thereof would be lost if it were a part of the independent 
information agency. Currently the program is administered by the International 
Education Exchange Service under the Assistant Secretary of State for Public 
Affairs. The Director of the Service is Mr. Russell L. Riley. 


Authorizing legislation 


The bulk of the present exchange program as administered by the International 
Educational Exchange Service is that which is authorized by Public Law 584, 
79th Congress (the Fulbrighit Act) and Public Law 402, 80th Congress, cited as the 
‘United States Information and Educational Exchange Act of 1948” (the Smith- 
Mundt Act). 

The Fulbright Act, approved August 1, 1946, authorizes the Secretary of State 
to enter into an executive agreement with any foreign government for the use of 
currencies or credits for currencies of such government acquired as a result of 
surplus property disposals for: (A) Financing studies, research, instruction, and 
other educational activities of American citizens in schools of such foreign country 
or of the citizens of such foreign country in American schools, or (B) furnishing 
transportation for citizens of the foreign country who desire to attend American 
schools. The act provides that no such agreement shall provide for the use of 
an aggregate amount of currencies or credits for currencies of any one country in 
excess of $20 million or for the expenditure thereof in any one country in excess of 
$1 million annually. The act anthorizes the President of the United States to 
appoint a Board of Foreign Scholarships consisting of 10 members to select students 
and educational institutions qualified to participate in the program. 

The Smith-Mundt Act which was approved January 27, 1948, provides for: 
(1) An information service to disseminate abroad information about the United 
States, and (2) an educational exchange service to cooperate with other nations 
in (a) the interchange of persons, knowledge and skills, (b) the rendering of techni- 
cal and other services, and (c) the interchange of developments in the field of du- 
cation, the arts and sciences. With respect to exchanges, section 201 of the act 
authorizes interchanges on a reciprocal basis between the United States and other 
countries of students, trainees, teachers, guest instructors, professors, and leaders 
in fields of specialized knowledge or skill. Section 601 of the act creates the United 
States Advisory Commission on Educational Exchange consisting of five members 
selected by the President to formulate and recommend to the Secretary of State 
policy and programs for carrying out the provisions of this act relating to educa- 
tional exchange. 

In addition to those programs authorized by the Fulbright and Smith-Mundt 
Acts, the International Educational Exchange Service administers exchanges 
provided for by the following legislation: 

(1) Annual appropriations to the Department of State for government in 
occupied areas authorize, among other things, dollar funds for an educational 
exchange program with Germany and Austria. 

(2) The Finnish Educational Exchange Act (Public Law 265, 81st Cong., 
approved August 24, 1949) provides that part of the annual payment in dollars 
on Finland's World War I debt to the United States may be used, among other 
things, for educational exchanges between the two countries. 

(3) The India Emergency Food Aid Act of 1951 (Public Law 48, 82d Cong.) 
provides that interest payments in dollars by the Government of India before 
January 1, 1957, may be used, among other things, for exchanges of students, 
professors, other academic persons, and technicians between the United States 
and India. 

(4) Public Laws 327 and 535 of the 81st Congress and Public Law 165 of the 
82d Congress (Foreign Aid Acts) authorize the use of dollar funds until expended 
for assistance to selected Chinese and Korean students and scholars stranded 
in the United States. It is anticipated that funds under this program will be 
liquidated in fiscal year 1955. 
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Operations of the program 

Under the terms of the Fulbright Act the United States presently has executive 
agreements with 24 foreign countries whereby certain portions of the foreign 
currencies in each country due the United States through surplus property dis- 
posals are allocated for exchange purposes. The agreements are for periods of from 
3 to 10 years. If a foreign country desires to continue the program, the agree- 
ments are renewed for additional periods. Mr. Russell Riley, Director of the 
International Educational Exchange Service, furnished the following information 
relative to the development of a particular program in a Fulbright country: 

A program proposal is submitted by the Educational Exchange Service to the 
foreign country. The program is considered by a binational commission or 
foundation, which has been set up in each country. The commission consists of 
prominent American residents in the particular foreign country involved and an 
equal number of nationals. The chairman of the commission is the United States 
Ambassador. In addition to approving the overall program, the binational com- 
mission receives and screens applications of nationals for grants and approves and 
places recommended American grantees. The final approval of the foreign 
grantees is made by the Board of Foreign Scholarships, which has been estab- 
lished in accordance with the provisions of the Fulbright Act. Mr. Riley advised 
that the binational commissions have contributed greatly to the excellent reception 
of the program in the various Fulbright countries. He explained that because of 
their binational nature, each country is actively participating in a United States 
sponsored program. 

As authorized by the Smith-Mundt Act, exchange programs are in operation 
in 46 additional foreign countries. Mr. Riley stated that insofar aspossible these, 
programs are operated in much the same fashion as in the Fulb right countries 
with a view of securing a maximum of cooperation and voluntary participation 
from each country. 

As indicative of the number and type of exchanges involved in the international 
exchange program, the following data, which are State Department estimates 
for the fiscal year 1955 under the Fulbright and Smith-Mundt Acts, are being 
set forth 

1. Leaders.—It is contemplated that 418 foreign leaders in such fields as gov- 
ernment, journalism, labor, management, youth, and community activities will 
visit the United States for approximately 3-month periods. ‘ 

2. Specialists.—Forty-eight American specialists will make lecture trips of 
about 4 months’ duration to various foreign countries. Forty-seven foreign 
specialists will visit the United States for 4 to 6 months of training or practical 
experience on specialized subjects. 

3. University lecturers and researchers.—Three hundred and forty-five American 
professors, lecturers, and researchers will conduct research in the universities of 
certain foreign countries for 1 academic year. Three hundred and eighty-nine 
foreign professors and researchers will pursue their professions for 1 academic 
year in the United States. 

4. Teachers —Two hundred and sixty-six American teachers will travel abroad 
to teach young people. Four hundred and twenty-one foreign teachers, part of 
whom are from English-speaking countries, will teach in our school systems. The 
majority of this group will spend 6 months in the United States observing class- 
room and educational techniques. 

5. Study grants.—Eight hundred and six Americans will travel abroad to engage 
in graduate studies. One thousand four hundred and seven foreign nationals will 
come to the United States to enter schools ana colleges. Furthermore in this 
category 368 foreign nationals from Europe and the Near and Far East will, under 
the Fulbright foreign currency grants, study in American-sponsored schools 
abroad, 


Fiscal year 1955 appropriation requests 

The $15 million appropriation requested in the State Department budget for 
international educational exchange activities (IE 1A) for fiscal year 1955 is solely 
for the operation of those programs authorized by the Fulbright and Smith- 
Mundt Acts. It does not inelude funds required for the Finnish, German, 
Austrian, Indian, and Chinese and Korean programs, which are also administered 
by the International Educational Exchange Service (IES). There are separate 
appropriations for the latter programs. In addition, substantial dollar assistance 
for exchange activities is received from private, non-Government sources, thus 
an accurate picture of the size of the program is not obtained solely through an 
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examination of the ITIEA budget request. There follows a brie 
entire program from the appropriations standpoint. 

The $15 million budget request consists of $7,439,834 to meet Smith-Mundt 
requirements, and $7,560,166 to purchase foreign credits in accordance with the 
provisions of the Fulbright Act. (Prior to fiseal year 1954 appropriation requests 
of Congress for this program were solely for Smith-Mundt dollar requirements. 
Authority to expend foreign currencies owed to the United States for these 
purposes was secured through a certification from the Department of the Treasury. 
However, it is now required that all proposed foreign currency expenditures be 
included in annual appropriation requests in accordance with the provisions of 
sec. 1415, Public Law 547, 82d Cong., 2d sess.) 

Since the Fulbright Act solely provides for the use of foreign currencies, it is 
in effect supplemented by the Smith-Mundt Act which authorizes the appropria- 
tion of dollars for exchange purposes. Dollar support for the Fulbright program 
is required to finance administration costs, subsistence and other expenses of 
foreign students while in the United States, contracts with certain private agencies 
and working-fund agreements with various other Government agencies which 
assist in carrying out certain parts of the program. It is contemplated that during 
fiscal year 1955, $2,479,295 Smith-Mundt dollars will be used in support of the 
Fulbright program. The balance of the Smith-Mundt dollars requested ($4,- 
960,539) will be used to finance what is referred to as the Smith-Mundt program. 
This embraces exchanges with the 46 non-Fulbright countries (countries where 
foreign currencies are not available) and also the leader and specialist type of 
exchanges which are not authorized by the Fulbright Act. 

As reflected in a table prepared by the State Department and titled ‘‘Summary 
of Grants and Sources of Funds for the 1955 Program,’’ which is attached hereto 
as exhibit A, additional dollar support in the amount of $1,091,149 for the Smith- 
Mundt program and $6,314,917 for the Fulbright program will be seeured from 
non-Government and private sources. These include universities which furnish 
scholarships, dormitory privileges, books, ete., to foreign students coming to the 
United States, foundations, private contributions and certain financing by the 
students themselves. 

There is reflected hereinafter data relating to the number of grants as well as 
the estimated dollar and foreign curreney costs thereof for the fiseal year 1955, 
of those programs administered by the International Exchange Service in addition 
to the Fulbright and Smith-Mundt programs: 

German-Austrian program.—One thousand two hundred and thirteen grants 
requiring the equivalent of $1,250,000 in foreign currencies and $2,189,904 in 
dollars or a total of $3,439,904. 

Finnish exchange program.—Thirty-two grants requiring $284,600 in dollars. 
(This money will also be used to support 79 foreign currency grants.) 

Chinese and Korean program.—Sixty-four students requiring $200,000 in 
dollars. 

Indian program.—Forty-eight grants requiring $246,632 in dollars. 

Thus, in addition to the Smith-Mundt and Fulbright programs, the Inter- 
national Educational Exchange Service administers 4 additional programs 
requiring a total of $4,171,136 in dollars and foreign currencies. 

In recapitulation, all exchange programs administered by the Department of 
State as envisaged for the fiscal year 1955, will require the following money from 
all sources (includes foreign currencies and dollars): 


f discussion of the 





Fulbright and Smith-Mundt programs_- - ._. $15, 000, 000 
Funds from private sources supporting F ulbright and Smith-Mundat - 7, 406, 066 
German and Austrian programs_ -- en 3, 439, 904 
Finnish program ee 284, 600 
Chinese and Korean stranded students a 200, 000 
Indian program . tala are pe biea imyesanr & 246, 632 

RIE TN re A Se ie ae 26, 577, 202 


There is attached hereto, as exhibit B, a summary of all educational exchange 
programs administered by the Department of State, the number of grants, as 
well as the foreign currency and dollar program costs, for fiscal years 1951 through 
1955. 

Action of the House Appropriations Committee 


As previously indicated, the fiscal year 1955 budget request for International 
Educational Exchange activities, as authorized by the Fulbright and Smith- 
Mundt Acts, is $15 million, $7,439,834 for Public Law 402 requirements, and 
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$7,560,166 in foreign currencies for Public Law 584 requirements. The House bill 
allows a total of $9 million for educational exchange activities, or a reduction of 
$6 million. It further provides that of the $9 million, $7,560,166 shall be used to 
purchase foreign currencies under the Fulbright program, leaving a balance of 
$1,439,834 for dollar support of the Fulbright program and operation of the 
Smith-Mundt program. 

Mr. Riley contends that the House reduction will have the following effect on 
the overall exchange program: 

As indicated in exhibit A, which is attached hereto, 2,479,295 Smith-Mundt 
dollars will be required for the support of the Fulbright program. Since only 
$1,439,834 in dollars is allowed by the House, this support will be reduced by 
41,039,461 Further, according to State Department estimates, $4,960,539 w ill 
be required for the Smith-Mundt program. In effect, the House allowance 
provides no funds for this program. There is attached hereto as exhibit F informa- 
tion furnished by the State Department relating to the effect of the House cut on 
future operations of the International Exchange Service from the standpoint of 
countries involved. 

Study of Senate Committee on Foreign Relations 

Pursuant to Senate Resolution 74, 82d Congress, as amended by Senate Reso- 
lution 44, 83d Congress, a subcommittee of the Senate Foreign Relations Com- 
mittee, chaired bv Senators Fulbright and Hickenlooper in the 82d and 8&3d 
Congresses respectively, conducted an extensive investigation and study of the 
information and educational exchange program. The results thereof are contained 
in Senate Report No. 406, 83d Congress, dated June 15, 1953 \lthough the re- 
port contains considerable criticism of the information program, comment on 





educational exchange is favorable. In this connection the following is quoted 
from the report: 
iis a @ 


It is generally conceded that the exchange of persons program under 
the Smith-Mundt Act and the Fulbright scholarship program is among the most 
effective instruments for the creation of mutual understanding and good will * * * 






“The strength of the exchange of persons program appears to stem from diverse 
factors. The program enjoys a high prestige both at home and abroad and is 
therefore able to attract the voluntary participation of leading citizens. It is 


nonpolitical and nonpropagandistic in character so that it is acceptable in all parts 
of the non-Communist world. More than any part of the program (information 
program), exchanges are a two-way undertaking which stimulate foreign par- 
ticipation * * *,” 


Accomplishments 


The objectives of the educational exchange program as well as information pro- 
gram as stated by the Smith-Mundt Act are: ‘To enable the Government of the 
United States to promote a better understanding of the United States in other 
countries and to increase mutual understanding between the people of the United 
States and the people of other countries.” 

To accurately measure the extent to which these objectives are being accom- 
plished by the exchange-of-persons program is, of course, difficult. With a view 
of determining the effectiveness of the information and exchange-of-persons pro- 
gram the subcommittee of the Senate Committee on Foreign Relations requested 
reports from United States mission chiefs abroad, American correspondents 
overseas, and American business and religious organizations abroad. There is 
summarized hereinafter the results of an analysis made of these reports insofar 
as they relate to the exchange program. 

Reports of United States mission chiefs.—In central America the exchange pro- 
gram was cited as the best long-range effort in disseminating information abroad 
concerning the United States. All missions in this area desired to increase the 
exchanges. In South America the exchange program was described as one of the 
most effective programs With lasting value. In the Middle East, Near East, and 
\frica, it was noted as having lasting importance and needed to be expanded 
In the Far East the idea of student exchange programs was regarded as worth- 
while. In this area there were comments regarding adverse publicity in cases 
where grantees run into race and color discrimination in the United States. In 
Western Europe the value of the exchange program was emphasized especially 
for newspaper exchanges. 

American correspondents overseas considered the exchange of persons as & 
highly successful activity and suggested that it be enlarged. 
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Representatives of business and religious organizations abroad considered the 
exchange of persons as “‘person-to-person diplomacy” and highly effective when 
done wre planning and “appreciation of the cultural background of the people 
involved. 

In further connection with the evaluation of the program, the following exhibits 
are being attached hereto: 

Exhibit C entitled ‘‘What Have Evaluation Studies Proved About the Exchange 
program?” as prepared by the International Educational Exchange Service. 

Exhibit D entitled “Significant Facts on the Impact of the Exchange Program,”’ 
Prepared by the State Department. 

There is also being attached as exhibit E an explanation of the 1955 budget 
request prepared by the International Educational Exchange Service, Department 
of State. 
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Exuisit B 


rnational Educational Exchanqe 
programs, 1951 


Program 


International Educational Exchare 
Activities 

GOA/G (Germany 

COA/G (Austria 

Finnish (Public Law 265, 81st Cong 

Iranian (Public Law 861, 8ist Cong 

Chinese and Korean (Public Law 327 
ind Public Law 535, 8ist Cong 





Total 


International Educational Exchange 
Activities 

GOA/G (Germany 

GOA/G (Austria 

Finnish (Public Law 265, 81st Cong 

Iranian (Public Law 861, 81st Cong 

Chinese and Korean (Publie Law 327 
und Public Law 535, 8ist Cong.) 


Total 


International educational exchange 
activities 

GOA/G (Germany 

GOA/G (Austria 

Finnish (Public Law 265, 8ist Cong.) 

Iranian (Public Law 861, 8lst Cong 

Chinese and Korean (Public Law 327 
and Publie Law 535, 81st Cong.) 

India educational fund (Public Law 
48, 82d Cong 


Total 


International educational exchange 
activities 

GOA/G (Germany 

GOA/G (Austria 

Finnish (Public Law 265, 8ist Cong.) 

Iranian (Public Law 861, 8!st Cong 

Chinese and Korean (Public Law 327 
and Public Law 535, 81st Cong. 

India educational fund (Public Law 
48, 82d Cong 


Total 


International Educational Exchange 
Act 

GOA/G (Germany) 

GOA/G (Austria 

Finnish (Public Law 265, 8ist Cong 

Iranian (Public Law 861, 8Ist Cong 

Chinese and Korean (Public Law 327 
and Public Law 535, 8ist Cong 

India educational fund (Public Law 
48, 82d Cong 


I 








Total 





Activities 


5d fiscal years 


Grants 


Dol 
lars 





967 

1, 702 
56 

6b 


605 


1, 439 


Foreig 
currency 

















Program cost 





625 


, 000 


178 


, 500 


5, 678 


616 
ooo 
000 


616 


667 
000 
000 


667 


166 


000 
000 


166 


In addition to the grants shown, these funds were used to support 67 foreign currency 
79 in 1954, and 79 in 1955. 





, 071, 33: 
2. 879, BRE 


Dollars 





, 967, 300 
, 671, 967 


403, 810 
298, 190 
65, 371 


, 869, 170 


, 808 





140, 880 


203, 881 


174, 735 
284, 600 
475, 600 


241, 650 


, 130, 251 


439, 834 


064, 904 


125, 000 


284, 600 


200, 000 


246, 6232 


0, 360, 970 


1955 


grants in 1953 


1927 


Summary of educational exchanae 


Total 


, 305, 825 


373, 483 
396, 192 
288, 830 

3, 781 


3, 615, 005 


5, 983, 116 


», 165, 478 


671, 967 
691, 310 
298, 190 


65, 371 


, 869,170 


761, 486 





, 965, 000 
, 879, 883 


424,735 
224. 600 

2, 450 
475, 600 


241, 650 


, 273, 918 


5, 000, 000 


064, 904 


375. 000 
284, 600 


200, 000 


246, 632 


171, 136 
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Levels under IEEA appropriation last 4 years as compared with the 1955 request 


Foreign . 
currency | Dollars Total 


1951_. $6, 071,625 | 1 $9,234,200 | $15,305,825 

1952... | 7, 198,178 7, 967, 300 15, 165, 478 

1953... 7, 811, 616 8, 011, 043 15, 822, 659 

1954_.. 7, 893, 667 7, 071, 333 14, 965, 000 

1955 request... ; ‘ | 7, 560, 166 7, 439, 834 15, 000, 000 
! 


! The supplemental appropriation under The Campaign of Truth is responsible for this larger figure. 


Exursit C 


INTERNATIONAL EDUCATIONAL EXCHANGE SERVICE, DEPART- 
MENT OF STATE 


Wuat Have Evacuation Stupres Provep Aspout THE EXCHANGE PROGRAM? 


The following is a brief listing of the outstanding and most conclusively demon- 
strated findings of evaluation studies. These do not represent considered judg- 
ments and opinions, however valid such opinions may be, but the clearly demon- 
strable results of surveys performed both by the evaluation staff of the Interna- 
tional Educational Exchange Service (IES) and independent contractors. There 
are other effects which we believe result from the exchange program, after examin- 
ing reports from Foreign Service posts, lists of activities and statements made by 
former grantees, etc. However, the present list is confined to such things as have 
been proven by carefully planned surveys. 

Naturally, the effects and impact of the exchange program will vary from area 
to area. For instance, it is stated in the following that grantees talk about their 
experiences when they get back home; obviously this will be less true in an 
area where the United States is regarded with some suspicion than in the more 
friendly countries. Consequently, complete universality is not claimed for the 
findings presented here, though it is believed that fairly wide applicability does 
obtain. 

I. What happens to the foreign visitors’ attidudes toward the United States? 

1. The grantee develops a better understanding of this country’s motives 
on the international scene, and concurrently tends to give up the unflattering 
stereotypes which are sometimes prevalent abroad, such as those regarding 
an imperialistic America interested in developing markets for surplus goods 
or in dominating the world. 

(a) A study in Brazil conducted for TES by International Public 
Opinion Research, Inc., showed that even when the former grantees do 
not show any particular change in their attitudes toward specific political 
issues involving the United States, they are still likely to credit the 
United States with higher motives for its actions than before the trip. 
Specifically, an appreciable increase was found in the numbers who 
believe that the United States is doing more than any other country to 
prevent war, while an appreciable decrease occurs in the thinking that 
the United States is motivated on the international scene by a desire to 
dominate the world. 

b) A study in Germany conducted for IES by International Public 
Opinion Research, Inc., concluded that “‘* * * the exchange experience 
appears to have brought about both an increase in the recognition of 
creditable aims of United States foreign policy, and a decrease in ascrib- 
ing disecreditable aims to it.’’ For instance, exchangees become more 
convinced that the United States ‘‘* * * is very much concerned with 
the welfare of West Germany.”’ 

c) A privately conducted study of both governmental and nongov- 
ernmental exchanges in Belgium came to related conclusions. Here it 
was found that former grantees were less likely than nongrantees to 
think that United States foreign policy is dominated mainly by business 
considerations, and more likely than nongrantees to hold the U. 8. 5S. R. 
principally responsible for current international tension, 
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Il. What happens to foreign attitudes toward the American people? 

1. The foreign grantee, though he both accepts and rejects various charac- 
teristics of the American people, on the whole becomes more understanding 
of, and sympathetic and friendly to the American people. In particular, 
certain unfavorable and unrealistic appraisals of the American character 
which are current abroad are effectively counteracted. 

(a) The bureau of social science research of American University, 
under contract to the Department, analyzed the final reports to the 
Institute of International Education of foreign students who left the 
United States during the summer of 1953. The students found that 
Americans were ‘‘cordial, warm, kind, and hospitable,’?’ and American 
University states that ‘‘* * * from the tone of many of these remarks 
this was frequently experienced as quite a surprise.’’ Some students 
criticized us for being too materialistic and uncultured, but many more 
took ‘“** * * the opposite view and express surprise and appreciation 
of unexpectedly high levels of both culture and attachment to non- 
economic values.’ Also, ‘‘Judgments on morality, religion, and family 
life are predominantly sympathetic, and appear to indicate that many 
grantees expected to find us a good deal more dissolute, crime-ridden 
and morally delinquent than they actually found us to be.” Finally, 
‘Their experiences in this country * * * appear to have heightened 
both respect and liking for the American people.” 

(6) A study of the final reports by foreign-teacher grantees by the 
evaluation staff of IES contained similar conclusions, saying that 
‘“* * * it is American family life, religious life, and the helpfulne 
and friendliness of the people of this country which grantees learn most 
about and which make the strongest impression on them.’ 

(c) The Princeton University Cultural Contacts project in Belgium 
(not sponsored by the U. 8. Government) found that ‘‘a warm friend- 
liness toward Americans as persons possesses even those who disagree 
with the national behavior of the United States, who profited little by 
their educational experience in the United States, or who found the 
United States culturally barren.’’ (It should be noted that only a small 
part of the Belgian visitors studied were U. 8. Government grantees; 
most had other types of fellowships.) It was also found that such feel- 
ings persisted for many years, even when other aspects of the visit to 
the United States had faded. 

(d) A small-scale project carried out in the Mexico City area among 
former teacher grantees by International Public Opinion Research, Inc., 
under contract to the Department, showed that even grantees who came 
to the United States expecting a strong negative reaction to the Ameri- 
can people, can be favorably influenced. One woman who expected a 
superior attitude from Americans, thinking they would be “arrogant and 
rude, especially in their attitude toward Mexicans,’ found at the end of 
her stay that the Americans she met were “‘polite, nice, and well-disposed 
toward Mexicans.” It is significant that she attributed her original 
attitude to having observed Americans only in Mexico, and not at home. 

(e) The IES study in Brazil concluded that ‘‘* * * it is with respect 
to their (the grantees’) images of the American people and their patterns 
of interpersonal relationship * * * that their attitudes and opinions 
were most clearly changed.” ‘‘So far as their attitudes toward Amer- 
icans and the American way of life are concerned, there can be no 
question that the net effect of their visits was a favorable one.’”’ The 
grantees commented in particular on the American character (honesty, 
kindness, sociability); on the way of life (sense of responsibility, par- 
ticipation in community life); and on interpersonal relations (quality 
of family life, and freedom and respect for the individual). 

(f) The reports of American grantees who were in Britain during the 
last fiscal year were analyzed by IES, and there are indications that 
sending Americans abroad also serves to counteract certain unfavorable 
cliches about the American people. (There is a great deal of other 
evidence on this point, but the present paper is limited to systematic 
evaluation studies.) For instance, there is a feeling in some countries, 
including Britain, that American intellectual achievement and scholar- 
ship are inferior. An analysis of the American grantees’ reports shows 
that some British universities, originally suspicious, eventually were 
willing to admit the possibility of the existence of first-rate American 
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intellectuals, and some schools, doubtful about the program at first, 

became eager to participate in it in the future. 

The visitors become more appreciative of internal conditions in America 
and of American achievements, and even if they do not approve of all they 
see, they develop an attitude which, overall, is more sympathetic and 
favorable 

(a) The German study concludes that ‘““The most extensive change of 
attitude resulting from the exchange experience appears in the ex- 
changee’s awareness of the attainments of other countries and in their 
belief that the Germans can learn from the United States in certain 
specific fields: labor-management relations, political life, and education.” 

(b) The study in Brazil showed a great increase in the extent to which 
grantees come to believe that the people of the United States enjov 
greater individual liberty than the people of any country, and a similar 
increase in the belief that the United States comes closer than any other 
nation to being a truly democratic country. In addition, the grantees 
tend to change their attitudes toward a strengthening of the beliefs 
that the people of the United States enjoy a great amount of economic 
security and that the working people of the United States are well off. 

(c) The American University analysis of foreign students’ report 
forms notes that certain topics appeared to arouse particular interest 
in the students. These topies were American political life and insti- 
tutions, social democracy and relations, and United States wealth, 
productivity, and standard of living. On each point except internal 

United States race relations, the remarks were generally favorable. 

For instance, in accounting for this country’s wealth, some mention 

only natural resources, but many more cite American skills, know-how, 

and energy as being contributing factors. 
III. To what extent do the visitors communicate their experiences in the United 
States to their fellow countrymen? 

1. A systematic survey in 17 countries of about 1,000 grantees, conducted 
with the assistance of Foreign Service officers showed that the majority of 
former grantees were known to have been active in speaking, writing, con- 
versing, etc. of their experiences in the United States or of their reactions to 
the United States. These activities were almost completely favorable to 
the United States. Since the Foreign Service officers naturally did not 
conduct any sort of major investigation of former grantees, it is probable 
that even more of them were active in this respect than was known. 

2. HICOG conducted a survey in West Germany on public knowledge and 
opinions of the exchange program. They found that 8 percent of the adults 
in West Germany (2-3 million people) had heard or read of grantees’ visits 
to the United States. Four out of five of these people (the 8 percent) believe 
that something useful for Germany can come out of the exchangees’ experi- 
ences in the United States, and what is more even impressive, 2 out of 5 
actually say that they themselves have received some new idea or practice 
from a former exchange visitor. Actually many more people have probably 
been affected in this manner, though without knowing the source of the in- 
fluence. 

IV. What other activities after return home show that the exchange program 
continues te operate after termination of the grant? 

1. The TES survey in 17 countries showed that among the statistically 
impressive activities indulged in by grantees are participation in alumni 
associations, participation in local United States or USIS events, the pro- 
vision of orientation or hospitality for visiting Americans, and the mainte- 
nance of contacts with persons or groups in the United States. 

2. An IES survey of foreign service posts in 64 countries showed that there 
are alumni associations, though not all are of equal excellence, in 32 coun- 
tries, and that these 32 countries have 58 such associations. The most 
frequent reason reported for the lack of such associations was simply the 
very small number of returned grantees in the vicinity of certain posts. 

3. The study in Brazil showed that a fifth of the former grantees inter- 
viewed kept up a regular exchange of letters with the United States, while 
40 pe reent corresponded from 2 to 5 times a year. Forty percent were 
members of associations disseminating information about the United States, 
encouraging grantee contacts, and so forth. Readership of American maga- 
zines and professional journals was increased by the visit. 
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Exuinir D 
Marcu 9, 1954. 


SIGNIFICANT Facts ON Impact oF EXCHANGE PROGRAM 


1. A survey by Time magazine, July 1952, revealed the fact that ‘“‘the Cabinet 
Ministers (of 54 ‘eauntale s) conside red the exchange of students and Visitors the 
most effective medium for free intercourse of ideas among countrie 

2. A survey in late 1952 among American colleges, universit ies, ond other pri- 
vate organizations (including business firms) which have had experience with the 
exchange program, showed that about 90 percent believe that the program is 
worthwhile, and that it is doing ‘‘an effective job in creating international under- 
standing and fas ndship in the United States.”’ 

3. Asurvey by the National Opinion Research Center in October 1951, showed 
that 7 out of 10 Americans know something about the exchang: program and 
approve the use of Government funds in its support. 

1. Forty-five foreign alumni organizations of former exchange grantees through- 
nut the world continue and deepen the contacts between foreign grantees and 
various Americans and groups of Americans. 

5. A Latin American newspaper editor wrote over 80 feature columns, highly 
favorable, about his experiences as a grantee in the United States for front page 
publication in his paper and made lectures before many audiences throughout his 
country. 

6. The editor of an influential economic and financial daily newspaper in a 

European country wrote a 16-page supplement, for a 3-day run in his paper, 
covering all aspects of United States life he observed while here. This is especially 
significant in view of newsprint shortage in Europe where large supplements are 
rare, 
7. The associate director of programing for a far eastern radio station developed, 
while in the United States, two series of programs to set listeners thinking about 
the benefits of democracy versus communism—one called Take Your Choice and 
the other directed to remote regions in the provincial areas of his country. 

8. During a 6-month period French journalists, who had visited the United 
States under the NATO journalist exchange program, wrote more than 100 favor- 
able articles for leading French newspapers and French news agencies; likewise, 
in less than a year, 9 Belgian journalists produced 144 articles on their experiences 
in the United States. 

9. Analysis of replies to a questionnaire submitted to academic institutions in 
the United States which have had firsthand experience with United States Gov- 
ernment-sponsored exchange students by the bureau of social science research of 
the American University indicates the following attitudes: Asked whether in their 
opinion “the educational exchange program as carried out by the Educational 
Exchange Service of the Department of State [was] worthwhile’, approximately 
nine-tenths of the replies were affirmative without qualifications. Typical of this 
type of opinion was the response of the president of a large nationally known en- 
gineering college: ‘‘In my opinion, $1 spent in this type of program may make it 
unnecessary to spend hundreds if not thousands of dollars in defense.” 

Looking toward the possible future expansion of the program, the universities 
were queried as to their facilities for the absorption of additional foreign students 
at the graduate and undergraduate levels. LEighty-nine percent of the adminis- 
e ply ing felt that at Teast for the present and immediate future such absorp- 
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tion can be accomplished. With regard to proposals for expanding the exchange 
program, 20 percent of the college officials suggested that more exchangees be 
brought to the United States. A number of respondents requested that more 
exchangees of different class, regional, and occupational backgrounds be allowed to 
visit America under United States Government-sponsored educational-exchange 
programs. 

10. Last year an Icelandic grantee published an article in an Icelandic news- 
paper stoutly defending the necessity for American troops in Iceland. He noted 
that as early as 1920 Lenin had noted the importance of Iceland in time of war 
He stated, ‘All Communist actions indicate that they intend to conquer the world 
and dominate it * * * The only safe way to prevent such an assault—and 
thereby the third world war—is by strengthening the defenses of the democratic 
nations so that an attack would not be advisable.’’ He concluded his article by 
saying that those Icelanders who are fighting to keep Iceland defenseless by not 
cooperating in the free world’s efforts to be strong are “‘in reality working against 
the removal of foreign forces from Iceland. Knowingly or unknowingly they are 
working for the prolongation of the foreign occupation of the country.” 
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11. A returned labor leader last year addressed a group of judges, barristers, 
doctors, business leaders, and union officials on the American worker. He praised 
the union organization of America, explained they were not merely ‘“‘stepping- 
stones’’ to politics for their leaders, noted the attention that has always been given 
by the White House to opinions of union leaders in America, and the like. Before 
the trip the grantee was skeptical about the Americans’ “‘attitude to religion and 
patriotism.” After seeing the standard opening of union meetings with prayers 
and pledges of allegiance to this country, he ‘‘quickly learned how wrong I was in 
that estimate * * * the American worker is sincere in asking God’s blessings 
for his deliberations and he is equally sincere in his love of country.” The grantee 
concluded his speech by saying about the American laborer, ‘He can make 
things faster and make more of those things than anyone else in the world and he 
is proud of it—and best of all, he earns enough to buy the fruits of his labor.”’ 

12. An independent study of 663 reports by foreign students under the IES 
program shows that about 90 percent got an average of B or better—one-third 
averaging A. This is particularly significant when one considers the added 
problems of language, and adjustment to a different academic system, and social 
environment faced by foreign students in relation to Americans on our campuses. 

13. A student grantee from Cuba has recently published a book which pre- 
sents a historical study of Communism in which he concludes that the answer to 
Communism is to be found in Christianity. The author has stated to USIS 
officers that the book is an outgrowth of material gathered during his studies in 
the United States. 

14. Aref ben Muse, who studied in the United States last year has recently 
entered the Libyan Ministry of Foreign Affairs as head of the European and 
American section. In a recent press interview Ben Musa indicated the great 
help his visit to the United States would be to him in his new work. He also 
commented on the great progress made by the American Negro and the desire 
of Americans to know about the problems and aspirations of other peoples and 
to work cooperatively with them. 

15. A 1951 Greek leader grantee has published a book entitled ‘“‘The Spirit 
of American Democracy.” He states that the force which created the American 
nation was the “American democratic creed.” He comments on the basic 
agreement of the major political parties on the American ideology, and stresses 
that American ideological help to Europe is as great as its material help. Other 
aspects of the book are equally favorable. 


Exuisir E 
Marcu 2, 1954. 


EXPLANATION OF THE 1955 BupGcetr REQUEST OF THE INTERNATIONAL EpvuUCcA- 
TIONAL EXcHANGE SERVICE, DEPARTMENT OF STATE, UNDER THE APPROPRIA- 
TION, “INTERNATIONAL EpuUCcATIONAL EXCHANGE ACTIVITIES” FOR OPERATION 
or EpucaTIONAL ExcHANGE PrRoGRAMS AUTHORIZED BY THE SmitH-MunpT 
Act AND THE FuLBRIGHT AcT 


I. The objective of the international educational exchange program is to build 
up a receptive climate of public opinion overseas in which the actions and policies 
of the United States can be correctly interpreted, cooperation and solidarity 
between free people can be enhanced, and distorted views of American life and 
motives can be corrected. 

Il. How: By exchanging key persons between the United States and over 70 
foreign countries. Through their jobs and their contacts these people influence 
important segments of the public overseas. Likewise the participants have great 
influence in the United States in creating a climate which assists in making our 
international relations program more meaningful here. All our grantees are key 
people; but they fall into several groups in terms, largely, of the activities for 
which grants are awarded. 

III. Who? How many? Their jobs?: 1955 budget request. 


A. Leaders 


(a) Four hundred and eighteen foreign leaders of thought and opinion who will 
visit the United States for periods of about 3 months to observe our life, consult 
with colleagues in such fields as government, journalism, labor, management, 
youth, and community activities and who will return home to tell our story for us. 
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B. Specialists 


a) Forty-eight American specialists, prominent people who will each make 
lecture trips of about 4 months to several other countries, to acquaint foreign 
audiences with particular aspects of American life and institutions, 1 iv of 
whom, by special invitation, will consult and work with foreign organizations 
or government ministries on knotty problems ranging from traffic control and 
law enforcement to revamping educational systems or the conduct of public 
seminars for newspapermen, 

b) Forty-seven foreign specialists, of high caliber who will participate in 4 to 6 
months periods of training or practical experience in the United States on special- 
ized subjects deemed needed by the Department and our posts abroad, for example 
the foreign newsmen who will work on American newspapers, 


C. University lecturers and researchers 

a Three hundred and forty-five Americans, who will be professors, le cturers, 
heads of college departments, or will perform important research and conduct 
seminars and workshops in leading universities of host countries for 1 academic 
year. They will make major professional contributions in those countries and 
will have great public influence directly and indirectly, through academic and 
professional circles as well as through social and community contacts. 

b) Three-hundred and eighty-nine foreign professors and researchers, who will 
be highly selected in their countries for professional pursuits in our universities 
and who will return home, after 1 academic year. to the wide spheres of influence 
which are more pronounced in most countries than the average American can ever 
realize. In addition, these university professors become priceless emissaries for 
America, due to their firsthand knowledge of our aims, in combating anti-American 
propaganda abroad. 

D. Teachers 

a) Two hundred and sixty-six American teachers, who will teach young people 
abroad, not only through specialized classroom subjects, but through their daily 
social and community contacts The influence of the local schoolteacher has 
long been considered, next to the family and religious influences, the most 
important factor in molding emerging youth into useful citizens 


(b) Four hundred and twenty-one foreign teachers, part of whom, from English- 
speaking countries, will teach in our school systems but most of whom will spend 
6 months in the United States observing classroom and educational techniques 
On their return home, they will serve as vital channels for reaching youth groups 


and communities abroad as firsthand witnesses of American principles, aims, and 
cultural achievements. Their continued work with impressionable children and 
with their parents and their communities will create an understanding of United 
States democratic doctrines which cannot be conveyed in any other way. 


E. Study grants 


(a) Eight hundred and six Americans will enter into student circles at the gradu- 
ate level abroad and form an important link between the United States and the 
foreign youth groups. These students are highly selected through wide and stiff 
competition which stresses personality and emotional suitability as well as pro- 
fessional competence. Therefore, many of them have as much influence abroad 
as our participants in the advanced categories. It can be said that these Ameri- 
cans who receive Government grants are among the cream of all Americans who 
study abroad, regardless of auspices. 

(b) One thousand four hundred and seven foreign nationals will enter schools 
and colleges in every State of our Union. Experience shows that three-fourths 
of these people will be young leaders of their respective countries between the ages 
of 25 and 35 who, before selection, were active professional leaders, doctors, 
lawyers, Government officials, community leaders. They will come here, after 
passing through heavy competition, to pursue studies which will assist them in 
their jobs. Their leadership qualities, though already proven, will be enhanced 
and many will become local or national leaders immediately upon return. 

(c) Three hundred and sixty-eight foreign nationals in American-sponsored 
schools abroad: These foreign students from countries in Europe, Near and Far 
East, will have an opportunity, under Fulbright foreign currency grants, to study 
in American-sponsored schools such as the American University in Beirut, which 
for many years has been a bulwark of American influence in the Near East. 
These schools use American methods and American or American-trained staffs, 
and attendance at them affords the student excellent training, closely paralleling 
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our own, but in an environment more similar to his homeland than he would find 
in the United States—and, of course, cheaper to the United States taxpayer. 


F. Direct help to non-Government exchanges 


During the past year we have assisted directly in nearly 400 American and for- 
eign projects involving over 3,400 exchanges of the same types to which we give 
grants—these exchanges involved no United States Government funds and yet 
many of them may have been as valuable in obtaining our exchange objectives as 
some of our own. Typical of the assistance is that we are now giving to the 
Eisenhower Fellowsip; Foun lation, Ine. 


G. Aid to American-sponsored schools in Latin America 


Through a ecntract with the American Council on education we supplement the 
salaries of American teachers in 21 American-sponsored schools in Latin America 
and will assist in the procurement and distribution of education materials and 
furnish professional guidance to another 189 of these schools. Professional aid 
and guidance is given to these 210 schools, which enroll about 50,000 students 
annually, to enable them to maintain United States standards of teaching and 
administration and to reflect the “North American way.” This aid program is 
the one which Dr. Milton Eisenhower praised so highly in his report. 

[V. Accomplishments—Studies of the accomplishments of this program have 
resulted in the following general conclusions: 

(1) The exchange experience causes foreign graniees to change unrealistic or 
stereotyped views of American life, particularly with regard to the status of the 
family, the place of religion in our national life, and the moral standards of 
Americans. Therefore, they can help combat anti-American propaganda; 

2) Grantees obtained a more favorable view of the motives behind American 
foreign policy—thereby strengthening beliefs in the genuiness of our desire to 
prevent war, and weakening beliefs that our foreign policy is motivated by 
imperialistic designs. They can assist in promulgating ideals and policies in 
consonance with our aims; 

3) Such inereased understanding of the United States although basically, 
perhaps, immeasurable, usually takes some observable form after grantees return 
home. Judging from what our cultural officers in 17 countries are able to observe 
by a special study of returned grantees, well over half of the grantees are definitely 
known to be reporting favorably and actively to their fellow countrymen—in 
speeches, published writings, conversations, etc.—about their experiences in 
America. It is safe to assume that a much greater proportion of grantees engage 
in such activities. It is also frequently the case that returned grantees hold such 
positions in their home countries that they are able to affect legislation or judicial 
practices, or to reorient Government education systems and make definite con- 
tributions to the idea of the free press; 

t) Our own population in the United States has gained a wider knowledge and 
appreciation of the reasons for, objectives of, and sympathy with our own inter- 
national relations program and its problems through participation in the educa- 
tional exchange program as grantees, by direct contact with our foreign guests, and 
by contacts with American grantees who have returned home. 

V. Cost.—The International Educational Exchange Service (IES) derives its 
funds from several different sources. This document covers only the appropria- 
tion: International Educational Exchange Activities (IEEA) for operation of 
the programs authorized by the Smith-Mundt and Fulbright Acts. The numbers 
of grants and programs covered in detail in this document pertain to the above- 
mentioned appropriation only and exclude such special programs as Germany, 
Austria, India wheat loan, and Chinese and Korean assistance. 

The total funds requested in this budget for fiscal vear 1955 amount to $15 
million, of which $7,439,834 is to meet Public Law 402 (the Smith-Mundt Act) 
requirements, and $7,560,166 is to purchase foreign currencies for Public Law 
584 (the Fulbright Act) requirements. This vear (fiseal year 1954), Congress 
approved $14,965,000 for these requirements and fiseal year 1953, $15,743,096. 

VI. How is program planned and budget presented? 

This is the first year in which the budget for the educational exchange program 
has been submitted to the Congress as a separate item. Heretofore, it was 
submitted as one medium of the total International Information Administration 
budget. 

This budget is planned and presented in terms of area and country programs. 
These programs are estimated on the basis of the type or category of activity 
which they include, that is, the exchange of lecturers and research specialists, 
teachers, students, specialists and leaders. In arriving at these estimates, IES 
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first circularizes each Foreign Service post to find out what type and size pro 
am is needed to do the most effective exchange job in their country, in the light 
our country’s objective and the significant groups we should be reaching. These 
estimates are reviewed by IES, in consultation with the appropriate geographic 
desk officers in the Department, and modified as necessary in terms of the final 
budget ceiling approved by the Bureau of the Budget. In the countries where 
we have exchanges under the Fulbright Act, programs are first submitted by 
the binational foundations or commissions established in each country. These 
are reviewed by IES in consultation with appropriate geographic desk officers 
and representatives of the agencies cooperating in stateside administration of 
the program. The Fulbright programs are then submitted to the Board of 
Foreign Scholarships for review and are finally approved by the Department. 

VIl. What does this budget include? 

A. For American Republics —An amount of $857,912 for 221 exchanges In 
1954 we have 213 exchanges and in 1953 we had 220. Of this amount, $135,000 
s for cash grants to supplement the salaries of American teachers in 21 American- 
sponsored schools and for educational materials and professional guidance to 210 
such schools. In 1953 and 1954 we had $128,250 for this purpose. There are 
no Fulbright programs in this area. Latin America is important. The Com- 
munists are hard at work in most of these countries. The exchange program 
can help strengthen hemispheric solidarity, prove we don’t desire to become an 
imperialistic world power, and combat anti-American propaganda so extensive 
in the area. 

B. For Europe.—"stimates for Europe and the British Commonwealth coun- 
tries amount to $6,769,789 for 2,827 exchanges. In 1954 we have 2,835 exchanges 
and in 1953 we had 2,916. These estimates inelude foreign currencies used for 
exchanges with 13 countries in this area, under the Fulbright Act, but exclude 
exchanges with Germany and Austria which are requested in the separate appro- 
priation for Government in Occupied Areas ($3,439,904 for 1,214 exchanges 
neluding those under the Fulbright Act). Also excluded is the amount of 
$284,600 available under permanent legislation (Public Law 265) for exchanges 
with Finland. 

Although most of these countries are considered “friendly”? we must keep 
them friendly. The Kremlin is determined to split us. Publie opinion in the 
rea must support us. The educational exchange program is playing a major 
e because people who “have seen for themselves” are convincing their friends 
C. For Far East.—$3,149,670 is requested for 682 exchanges. In 1954 we have 
727 exchanges and in 1953 we had 851. This request includes the foreign cur- 
rencies for exchanges with four Fulbright countries—Burma, Japan, the Philip- 
pines, and Thailand. Excluded from this request is the Chinese and Korean 
assistance program. This area is of supreme importance. We have few natural 
ties. The Communist pressure is terrific. The exchange program can help allay 
their suspicions of us, inspire their cooperation, and give them a balanced view of 
our true motives. 

D. For Near East and Africa,—$2,612,669 is requested for 785 exchanges. In 
1954 we have 884 exchanges and in 19538 we had 1,052. This request includes 
foreign currencies for five Fulbright countries—Ceylon, Greece, India, Iraq, and 
Pakistan. Excluded from this estimate is the amount of $246,632 available under 
permanent legislation (Public Law 48) for 48 exchanges with India. This area 
is characterized by political instability, extreme nationalism and strong antiforeign 
attitudes. The exchange program can develop indigenous leadership and inspire 
hat leadership with the friendliness of the United States. It can develop skills, 
knowledge, and techniques badly needed in the area. 

E. Designating private programs.—These estimates also include personal serv- 
ces for one of IES’ major activities stimulation of, assistance to, and cooperation 
vith reputable private groups here and abroad whose exchange projects contribute 
to the objectives of the program. The largest single service is the designation of 
exchange visitor programs—589 in 1953. $y approving these programs under 
the terms of the Smith-Mundt Act, [ES helps their sponsors to bring foreign 
nationals to this country for bona fide educational purposes. Hospitals and 
clinies are the major users of this service, with educational institutions and in- 
dustrial concerns next in order. (For other services see F.) 

F. Contracts with other agencies.—In accordance with the terms of the Smith- 
Mundt Act, IES utilizes public and private agencies wherever feasible in carrying 
out its program. In 1953 such arrangements were made with 36 public and 
private agencies to perform such services as screening, placement, orientation, 
supervision and programing of grantees, conducting a clearinghouse of information 
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on exchanges under governmental auspices, and undertaking studies to measure 
the effectiveness of the program. Estimates for similar contractual services are 
included in this budget for 1955 

(r. For overseas expenses.—The estimates for exchanges in each area include 
program expenses and administrative support for the program overseas, totaling 
31,073,100. This money is transferred to USIA for overseas services, both in 
terms of personnel required to conduct the exchange program and a prorata share 
of United States mission costs. Also included in the area estimates are costs of 
operating the United States educational foundations and commissions in 21 
countries under the Fulbright Act—a total of $639,515 (equivalent in foreign 
currencies) 


H. For domestic expenses 


(1) Major domestic program expenses include $993,851 for IES personnel (181 
positions) ; $29,864 for domestic and overseas travel requirements of IES staff 
to supervise contract agencies, enlist the support of private organizations, and 
insure the effectiveness of the overseas operation; certain contractual services 
beyond those mentioned above, such as Interpreter Service, especially for foreign 
leaders ($115,000), transportation and publications needed by the four Reception 
Centers operated by IES at major ports of entry (New York, Miami, New Orleans, 
and San Francisco) to assist prominent foreign grantees; $1,800 for official enter- 
tainment of especially important foreign visitors; $7,130 for full FBI field investi- 
gations (as prescribed in the Smith-Mundt Act) of employees assigned to IES. 
All present personnel of IES have had such investigations. 

(2) Domestie administrative support services to IES are carried out by regular 
servicing elements of the Department. The estimated cost of these services for 
1955 included in this budget is $283,622 for 55 positions in such offices as that of 
the Legal Advisor, Office of Finance, Office of Personnel, Office of Operating 
Facilities. Eight of these positions are required in the Bureau of Security and 
Consular Affairs to handle security checks on all grantees. 

3) Also included in this budget is the amount of $35,261 for the operation of 
the United States Advisory Commission on Educational Exchange created in 
accordance with the Smith-Mundt Act. This amount covers the cost of five 
positions to staff the Secretariat of the Commission and domestic and overseas 
travel for members of the Commission. 


H. Recapitulation of requirements 


Area programs... ~~ wiih bites Welln by — wn.cadn abl: sh ld bw dda tdi .....-. $138, 390, 040 
Domestic program expenses: (Personnel, travel, interpreters, clear- 

ing house, reception, entertainment, security) _._.......-.------ 1, 291, 077 
Administrative support from Department of State.__......-..--- 283, 622 


Advisory Commission, Secretariat... .............-.-...--.--.-.-- 35, 261 


ES cents chin aiden n nese saecaaense cna 15, 000, 000 


VIII. Financial support from non-United States Government sources. 

The largest most specific ‘“‘cash dividend” to this program is the financial 
support from non-United States Government sources which in 1953 amounted to 
$3 million. Added to this, but not easily measurable in dollars, are the hospi- 
tability and other program services offered to grantees by civic groups, community 
organizations, and colleges and universities, who consider the program as much 
“theirs” as ours. 
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ure Exuisit F 
are 
EDUCATIONAL EXCHANGES 
ude 
ing EFFECT BY COUNTRY OF HOUSE CUT 
oo The $15 million requested for fiscal year 1955 by the State Department for 
cae International Exchange activities are funds required to finance the continuation 
"91 of Fulbright and Smith-Mundt programs in the following 68 countries: 
‘ign American Republics: Kurope—Continued 
Argentina Trieste 
Bolivia Dominion of South Africa ! 
Brazil United Kingdom 
18] Chile Yugoslavia ! 
taff Colombia Far East: 
and Costa Rica Burma ! 
ices Cuba Formosa 
gn Dominican Republic Hong Kong 
H10n Keuador Indochina 
Ans, Kl Salvador Indonesia 
te Guatemala Japan ! 
sti- Haiti Korea 
ES Honduras Malaya 
Mexico Pacific Trust Territories 
ular Nicaragua Philippines ! 
fol Panama Thailand ! 
t of Paraguay Near East and Africa: 
Ling Peru Afghanistan 
and Uruguay African Trust Territories 
Venezuela Belgian Congo 
n of Europe: Ceylon ! 
1 in Australia ! Egypt 
five Belgium-Luxembourg ! Greece 
seas Canada India ! 
Denmark ! Iran 
Finland ! Iraq ! 
France ! Israel 
040 Iceland Jordan 
Italy Lebanon 
077 Netherlands ! Morocco 
622 New Zealand ! Nepal 
261 Norway ! Pakistan ! 
434 Portugal Syria 
000 Spain Tunisia 
Sweden ! Turkey 
icial 1! Fulbright countries (21). 
d to 
Spi- 
nity 
1uch 
45431—-54—pt. 2--—51 
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According to the State Department, if the House cut were allowed to remain in 
effect all programs would be eliminated in the following 41 countries: 


American Republics: Europe—Continued 
Argentina Trieste 
Bolivia Yugoslavia 
Brazil Far East: 
Chile Formosa 
Colombia Hong Kong 
Costa Rica Indochina 
Cuba Indonesia 
Dominican Republic Korea 
Ecuador Malaya 
EF] Salvador Pacific Trust Territories 
Guatemala Near East and Africa: 
Haiti Afghanistan 
Honduras African Trust Territories 
Mexico Belgian Congo 
Nicaragua Egypt 
Panama Iran 
Paraguay Israel 
Peru Jordan 
Uruguay Lebanon 
Venezuela Morocco 

Europe: Nepal 
Canada Syria 
Iceland Tunisia 
Portugal Turkey 
Spain 


The State Department has also advised that the House cut would require 
the elimination of foreign leader and specialist programs in the following countries: 


Europe: Far East: 
Australia Burma 
3elgium-Luxembourg Japan 
Denmark Philippines 
Finland Thailand 
France Near East and Africa: 
Italy Ceylon 
Netherlands Greece 
New Zealand India 
Norway Iraq 


Sweden 
Dominion of South Africa 
United Kingdom 


BOARD OF FOREIGN SCHOLARSHIPS 
STATEMENT OF FreperRIcK L. Hovpr, CHAIRMAN 
EDUCATIONAL EXCHANGE PROGRAM 


PuRDUE UNIVERsITY, 
Lafayette, Ind., May 10, 1954. 
Hon. Sty.tes BrinGeEs, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington 25, D. C. 


My Dear Senator Bripces: I wish to take this opportunity to present te you 
the enclosed statement as Chairman of the Board of Foreign Scholarships of the 
Department of State in connection with the public hearings scheduled May 12 
before the Senate Appropriations Committee on the 1955 appropriation for the 
Department of State’s educational exchange program. As you know, the Board 
authorized by Public Law 584, 79th Congress (the Fulbright Act), has been 
appointed by the President of the United States to supervise the educational 
exchange program authorized by that act. 

As Chairman of the Board, I had planned earlier to request permission to testify 
before the committee. Because of previous commitments, I find it impossible to 
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be present in Washington, D. C., at that time. I respectfully request, therefore, 
that the enclosed statement be accepted by the committee. 
Yours sincerely, 
Freperick L. Hovpe, 
Chairman, Board of Foreign Scholarships, Department of State. 


I have been closely associated with the international educational exchange pro 
gram of the State Department for a number of vears—first, as president of Purdue 
University; second, as president of the Association of Land-Grant Colleges and 
Universities; and third, as Chairman of the Presidentially appointed Board of 
Foreign Scholarships. I have no hesitancy in saying that the colleges and uni- 
versities of this country are solidly behind this program. They see that the pres- 
ence of foreign students and scholars on their campuses and the opportunities 
for their students and faculty to gain foreign experience are of great benefit to 
American education. They realize their responsibility to share these benefits 
with other American citizens. Moreover, they support the State Department's 
efforts in this field because they are convinced that the direct personal contact 
which exchanges afford is a necessary foundation for our international relations. 

It is not surprising, therefore, that we view any curtailment of such necessary 
activities with deep concern. The reduction voted by the House seems to me 
completely out of line with political realities. Every week responsible observers, 
whether from Congress, the administration, or the public, come back from overseas 
trips and tell us that this is a good program and should be expanded. At frequent 
intervals we see accounts of increased Soviet exchange activities. And our ans- 
wer appears to be—cut down exchange programs from 70 countries to 21 countries. 
At the Caracas Conference, Secretary Dulles pledged this country to continued 
cultural cooperation with the other American Republics. If the House action 
were to be sustained, we would have no educational exchange program with any 
American Republic. 

Some may argue that we are already spending vast sums for military and 
economic aid to foreign countries and therefore educational exchange is a luxury 
we cannot afford. Certainly military and economic aid dre important and neces- 
sary. Their primary aims, however, are specific, and geared to short-range 
objectives. They are no substitute for a permanent program to lay a solid base 
of mutual understanding which Senators Smith and Mundt expressed in the 
legislation authorizing the educational exchange program. For 15 years ex 
changees have. been laying this solid base—building these key bridges between 
ourselves and our neighbors overseas. If we blow up these bridges now, it will! 
take more than engineering skill to rebuild them. Such destruction will confirm 
what many people abroad are already saying about us—that we care only about 
military expediency and have no real interest in their problems and their aspira- 
tions and do not really want them as friends in building a society of free nations 

The exchange program is no luxury. It is a necessary arm of our foreign rela- 
tions. It is our most effective and cheapest way to promote the solidarity and 
welfare of the peoples of the free nations because its values are cumulative through 
the vears ahead and because the programs are concerned with the educational! 
development of the young people and the leaders from other nations who help 
form public opinion and policy in their respective countries. 

Today, seven members of the Iraqui Cabinet are men who studied in the United 
States. Seventy-three members of the lower house of the West German Parlia- 
ment are men who visited the United States under the exchange program. Such 
stories are repeated in other countries. 

To illustrate what can be done through personal contact on the part of 
American exchange visitors, let us leek at India. During the last 9 months, 12 
American lecturers joined with our cultural officers stationed in that country to 
give talks at 387 colleges and several hundred noncollege groups. Their audiences 
totaled nearly 300,000 people. Each talk is followed by a question period. 
Lecturers meet plenty of misinterpretations, but they have an opportunity of 
giving a direct personal reply.. The abstract picture of imperialistic, war monger- 
ing America is seen in different perspective in the actual presence of peaceful, 
friendly Americans. 

I believe that we cannot afford such shortsighted economy when such modest 
efforts have already brought about demonstrably good results. In the world 
situation that faces us today, our political, economic, and military cooperation 
with our friends in the free world must be based on genuine understanding and 
mutual respect. The exchange program under the Smith-Mundt Act, the Ful- 
bright Act, and other congressional authorization is building such a foundation. 
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FEDERAL AID AIRPORT PROGRAM 


Mr. Perkins. Communications have been received on the Federal 
aid airport program and will be inserted in the record at this point. 
(The communications referred to follow:) 


UNITED Stares SENATE, 
CoMMITTEE ON PuBLic Works, 
May 11, 1954. 
Hon. StyLes Bripags, 
Chairman, Subcommittee on Appropriations 
for Departments of State, Justice, and Commerce, 
United States Senate, Washington, D. C. 


Dear Mr. CyairMan: Because of the firm commitments that I have made 
previously, I find that I am unable to appear in person before the committee in 
behalf of appropriations for the Federal airport program and especially in support 
of the airport project in Scioto County. As a general proposition, I feel that, in 
view of present-day conditions, the Federal airport program is a matter of great 
moment to all of us and that Federal assistance contemplated under this program 
should be reactivated to the fullest extent. 

The Scioto County proposal erjoys an extraordinary position inasmuch as the 
citizenry of that area, in anticipation of the continuation of the Federal Govern- 
ment’s participation under the provisions of the Federal-aid program have pur- 
chased land adequate for an efficient and suitabie site, and secured necessary 
moneys to defray the expense incident to their participation under the Federal- 
aid program. I call particular attention to the statement submitted by Mr. 
Robert Leedom, president of the Scioto County Board of County Commissioners, 
and the statement of the aviation committee of the Scioto County (Ohio) Airport, 
Portsmouth, Ohio. 

In this connection, I set forth, for the purpose of emphasis, the language of the 
Appropriations Committee appearing on page 14 of its report on last year’s 
appropriation bill: 

“For the Federal-aid airport program, Federal Airport Act, the committee 
recommends an appropriation of $12,500,000. This sum will permit the Govern- 
ment to partially carry out its good-faith obligations to those States and munici- 
palities which have raised their share of the matching funds required under this 
program.”’ 

In view of the fact that a similar situation prevails today, it is my notion that, 
in all equitableness and fairness, the continued participation of the Federal 
Government should be forthcoming. 

Mr. Chairman, it is with the utmost degree of sincerity that I appeal to you 
and the members of this subcommittee to view with earnest consideration the 
proposals submitted in support of this particular airport, and it is with genuine 
earnestness that I respectfully urge your favorable consideration. 

I appreciate very much indeed the courtesy which you have extended me in 
ermitting me to submit, for the purpose of the record, a statement in writing. 
j am 

Sincerely, 
Tuomas A, BurKg, 
United States Senator. 





ABERDEEN, 8. Dax., May 10, 1954. 


Hon. Kart Munpt, 
Senator from South Dakota, 
Senate Office Building, Washington, D. C.: 


South Dakota municipalities are very interested in seeing Federal aid to airports 
restored. Please present this to the committee at its hearing May 11. 
J. G. BARGER, 
Executive Director, South Dakota Municipal League. 
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Pierre, 8. Dak., May 10, 1954. 
Senator Kari Munpr: 
Federal aid to airport such as Pierre vitally essential. We will need help for 
maintenance. 
Cyrit Van Hise, City Commissioner, Pierre, S. Dak. 


MARITIME ACTIVITIES 
STATEMENT OF JOHN M. BisHop 
MARITIME TRAINING PROGRAM 


Mr. Perkins. The record will show at this point the prepared 
statement of John M. Bishop, Conference of American Maritime 
Unions, which relates to the maritime training program. 

(The statement referred to follows:) 


SraTEMENT OF JOHN M. Bishop ON BEHALF OF THE CONFERENCE OF AMERICAN 
MARITIME UNIONS ON FReDERAL MARITIME TRAINING PROGRAM 


Conference of American. Maritime Unions: 
American Radio Association, CIO 
Brotherhood of Marine Engineers, AFL ! 
Inlandboatmen’s Union of the Pacific, AFL 
Marine Cooks and Stewards, AFL 
Marine Firemen, Oilers, Watertenders and Wipers, AFL 
Masters, Mates and Pilots, AFL 
National Marine Engineers Beneficial Association, CIO 
National Maritime Union, CIO 
Radio Officers Union, AFL 
Sailors Union of the Pacific, AFL 
Seafarers International Union, Atlantic & Gulf District, AFL 
Sea farers International Union, Great Lakes District, AFL 
Washington representatives: 
John M. Bishop, MMP-AFL 
H. L. Daggett, NMEBA-CIO 
Matthew Dushane, SUP-AFL 
Hoyt 8. Haddock, CIO Maritime Committee 
Andrew MacDonald, ROU-AFL 
Robert Matthews, SIU-AFL, Atlantic and Gulf 
T. L. Meyer, MFOW-AFL 

My name is John M. Bishop. I am appearing on behalf of the Conference of 
American Maritime Unions with the exception of the Brotherhood of Marine 
Engineers-AFL which is not in concurrence with this statement. This conference 
is composed of the American non-Communist-dominated maritime unions which 
are affiliated with the Amenican Federation of Labor and the Congress of Indus- 
trial Organizations. These unions are listed on the title page of this testimony. 
Che total membership of these unions is approximately 130,000 seamen. The 
membership of the Brotherhood of Marine Engineers, which does not coneur with 
our statement, is approximately 500. 

The House Appropriations Committee has recommended that $2,200,000 be 
appropriated for the Federal Maritime training program for fiscal 1955. Of this 
sum $2,100,000 would be allocated to Kings Point Academy for the training of 
cadet-midshipmen to become licensed officers in the merchant marine. There is 
another item in the budget, which was approved by the House Appropriations 
Committee, and which requests $660,000 for allocation to the maritime academies 
operated by the States of New York, Maine, Massachusetts, and California. 
These State academies also train cadet-midshipmen to become licensed officers 
in the merchant marine. 

There is no request in the budget nor has the House Appropriations Com 
mittee recommended, funds for the maritime training schools which provide up- 
grading, refresher, and specialist courses to seamen already in the industry. In 
fact, the last two Federal upgrading schools, Sheepshead Bay Training Station 
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and Alameda Training Station, already have been closed by the Maritime Admin- 
istrator. This was done despite congressional appropriation of funds required 
to operate the schools through June 1954. 

We shall briefly state the facts which show that the request for money to 
operate Kings Point Academy and the four State academies should be denied 
by Congress. Instead, money should be appropriated for the operation of the 
upgrading schools at Sheepshead Bay, N. Y., and Alameda, Calif., and for the 
Maritime Service Institute which provides correspondence courses to officers 
and crews at sea. We will prove that this approach to maritime training will 
result in great savings to the Government and, at the same time, provide the 
most practical program of training skilled unlicensed seamen and merchant 
marine officers. 

No one will doubt that the necessity of any training program depends upon 
the need of trained men in the industry. Also, the best gage of determining the 
need of trained men is to study the employment and unemployment of men 
possessing the skills which are developed by the training program. At the present 
time there is a great oversupply of licensed deck and engineroom officers in the 
maritime industry. From February 1952 to February 1954 our merchant marine 
shrank from 2,045 ships manned by 100,000 seamen to 1,367 ships manned by 
65,600 seamen. This is a loss of 678 ships and 34,400 jobs. Of this number of 
unemployed, approximately 20 percent or 6,800 are deck and engineer officers. 
Thus, marine officers in the industry are in sharp competition for jobs. Despite 
this, the Federal Government has decided to waste $2,760,000 a year to turn out 
new officers to compete for scarce jobs. This is a gross injustice to the taxpayers. 
There is no reason in the world for pouring out funds to train men for work in an 
overcrowded industry. 

Some may challenge us by stating that it may be true that there is, at this 
time, an oversupply of marine officers, but that there would be a scarcity should 
our merchant marine be expanded. To answer this anticipated query we use the 
experiences of manning our ships during the Korean war. 

At the outbreak of the Korean war our merchant marine consisted of 1,162 
oceangoing merchant ships manned by 59,000 seamen. In order to provide 
adequate shipping to service our troops and allies, our Government activated 
from 50 to 75 ships a month from the national defense reserve fleet. This program 
was followed until the peak was reached in February 1952, when our merchant 
marine consisted of 2,045 oceangoing ships manned by some 100,000 seamen. 
During this expansion period there occurred shortages of certain ratings aboard 
our ships. The first and most critical shortage was that of radio officers. The 
next greatest shortages were able-bodied seamen and skilled unlicensed engine- 
room seamen. 

By recruiting the seamen who had left the sea, the maritime labor unions were 
able to minimize the delays in ship sailings. Despite the great success of our 
labor unions to provide most of the skilled seamen, the Coast Guard was com- 
pelled to issue regulations which permitted less skilled men to sail in positions 
calling for higher certificates and licenses. During 1951, 2,057 ships ! sailed under 
waiver of manning requirements. The total number of 3,637 seamen sailed under 
waivers. Of this number 2,160 were ordinary seamen sailing for able-bodied 
seamen, 1,367 were wipers and coal passers sailing for qualified members of the 
engine department, while only 17 deck officers and 93 engine officers sailed in 
ratings that were higher than their licenses called for. 

During 1952, 2,565 ships wailed under waiver of manning requirements. There 
were 5,063 seamen sailing under waiver. Of this number 2,943 were ordinary 
seamen sailing as able-bodied seamen, 1,748 were wipers and coal passers sailing 
as QMED’s, while only 84 deck officers and 288 engine officers were substituted 
for higher ratings. The engine officer shortage resulted largely from the lack of 
engineers trained in working high-pressure turbines. This shortage was alievi- 
ated by having engineers take the 4-week high-pressure-turbine course at Sheeps- 
head Bay Training Station ce 

The above data proves that in a national emergency period the American 
merchant marine requires more upgrading, specialist, and refresher training of 
crews and officers. The need of licensed officers turned out by the Federal and 
State academies is negligible because the upgrading schools can train them. 

On January 12, 1954, Mr. Louis Rothschild appeared before the House Merchant 
Marine and Fisheries Committee to discuss his actions pertaining to the maritime 
training program. He stated that by July 1954 there will be 744 cadet-midship- 


Source: Proceedings of the Merchant Marine Council, U. 8. Coast Guard. 
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men at Kings Point and at present there are over 1,000 cadet-midshipmen at the 
4 State academies. It must be noted that the cadet-midshipmen, who are 
not from the maritime industrv, are taking a full-time 4-year course leading to a 
college degree. Mr. Rothschild stated that the Government cost per student 
per year at Kings Point is $3,092 plus costs of maintenance of buildings and 
equipment. 

These average costs per student at Kings Point and the State academies are 
extremely high compared to the average cost per graduate of Sheepshead Bay 
and Alameda. The number of graduates of these two upgrading schools and 
the average cost per graduate for fiscal years 1959, 1951, 1952, and 1953 are 
shown in the following table: 


TasBLe I.—Number of graduates of Sheepshead Bay and Alameda and average cost 
per graduate '! 


Fiscal year 1950 | Fiscal year 1951 | Fiscal year 1952 | Fiseal year 1953 


: le | . . Total 
Sheeps- Sheeps- Sheeps- Sheeps-| 
head Ale, head Ala- head Ala- head Ale- 
Bay meda Bay | meda Bay meda | Bay meda 
| 
Deck department 570 436 418 | 387 | 447 437 462 310 3, 467 
Engine department 942 676 642 419 637 | 371 | 729 408 4, 884 
Radio department 89 0 41 | 0 70 | 0 44 0 234 
Steward department 309 | 3il | 239 | 81 | 802 | 96 | 246 151 2, 235 
Radar and loran 558 188 393 184 297 128 352 176 2, 276 
Special courses ? 1,009 538 419 118 814 550 | 839 116 4, 403 
Total 3,477 2, 149 2, 152 1, 189 3, 067 1, 582 2,672 1, 221 17, 499 
A verage cost per graduate $214 | $262| $309) $371 | $140/ $224) $175 $331 
Average cost per graduate | } | | | 
of both schools. $232 $331 $169 $225 
| 


' Source: U. 8. Maritime Administration. 
2 Lifeboat and purser-pharmacist’s mate trainees 


Mr. Rothschild also stated that the closing of the Alameda Training Station 
will save the Government $300,000 a year, the closing of Sheepshead Bay will 
result in @ savings of $350,000 a year, and the elimination of the correspondence 
courses will result in a savings of $178,000 a year. This is a total of $863,000 a 
year. It is a low figure compared to the $2,760,000 requested for the operation 
of Kings Point and the four State academies. 

In conjunction with the great difference in total costs of operation and average 
costs per graduate between the academies and the upgrading schools, we point 
out that the merchant marine receives greater benefits from the upgrading 
schools. From the inception of the training program in 1938 until December 31, 
1951, a total of 256,454 men were trained. This figure consists of 157,977 men 
trained for unlicensed positions in the deck, engine, and steward’s departments; 
7,756 radio operators, 5,368 purser-pharmacist’s mates; 43,938 other specialists, 
27,333 unlicensed ratings trained as deck and engineer officers; 9,984 deck and 
engineer officers graduated by the Merchant Marine Cadet Corps; and 4,406 
deck and engineer officers graduated from the State maritime academies. In 
addition to the above training, 40,140 seamen were upgraded to higher ratings, 
19,590 took refresher courses, and 8,370 completed correspondence and extension 
courses in nautical and other subjects. Thus, a grand total of 324,862 men were 
trained and upgraded during the 14-year period 1938 through 1952. It is im- 
portant to note that the upgrading, refresher, and specialist courses not only 
trained and upgraded our unlicensed seamen but also provided the great majority 
of officers for our merchant marine. The upgrading schools provided 27,533 
deck and engineer officers as compared to 9,984 from Kings Point and 4,406 
from the State academies. 

It is our observation that graduates from the academies go to sea for awhile 
and end up in shoreside jobs. We do not have actual data showing the number 
of Kings Point and State academy graduates who are still in the maritime indus- 
try. We believe that you should compel the Maritime Administration to conduct 
a survey which will show how many Kings’ Point graduates are still sailing. 
We are certain that the results of such a survey will convince you that the United 
States merchant marine and the Government are not deriving sufficient benefit 
to warrant the expenditures required for the operation of Kings Point and the 
State academies. 
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The above data is proof that our merchant marine is better benefited by the 
upgrading schools than by the academies. Instead of spending money to provide 
a 4-year course leading to a college degree, the upgrading schools provide courses 
most of which were of 1 month’s duration (see exhibit 1). 

The courses in the upgrading schools were open to applicants who possessed 
merchant mariner’s documents or licenses validated for service in this national 
emergency (i. e., screened for security) and who met the following eligibility 
requirements: 

1. Had sailed in the United States merchant marine subsequent to December 
7, 1941, and possessed documentary evidence of at least 6 months’ merchant 
marine sea time after that date. 

2. Applicants of draft age were not considered unless they produced documen- 
tary evidence of having signed off a merchant marine vessel within the preceding 
30 days or submitted proof of draft exemption. 

3. Those enrollees who had previously received resident training through the 
United States maritime service must have acquired 6 months’ sea service since 
their last training period in order to qualify for additional training. 

The above three qualification requirements are important because they made 
the training available only to bona fide seamen who would use their training at 
sea. Point No. 3 is extremely important because it compelled men to use their 
training at sea for at least 6 months before they could take another course. This 
is practical and economical because seamen learned to apply their school training 
on the job aboard ship. It also gave him the incentive of studying beyond the 
content of the course he had taken. 

We firmly believe that the upgrading schools provide the training policy set 
forth in sections 101 and 216 of the Merchant Marine Act of 1936. These sections 
provide that the Maritime Commission shall provide for the training of United 
States citizens as merchant marine officers and skilled seamen in order that our 
merchant marine be manned by properly trained seamen. 

We urge this committee to recommend the appropriation of sufficient funds for 
the operation of the upgrading training stations at Sheepshead Bay and Alameda 
and for the correspondence courses given to seamen at sea. Also, we urge you to 
recommend the denial of funds for the operation of Kings Point and the four 
State academies 


Exursit 1 


Courses Wuicn WERE ConpUcTED AT THE UNITED StTaTes MARITIME TRAINING 
STATIONS IN 1953 


The courses available were as follows: 
it Sheepshead Bay, Brooklyn, N. Y. At Alameda, Calif. 


For li 
or licensed engine personnel 


High-pressure turbine (4) License preparation and advanced en- 
License upgrade engine (4) gine (4-6)! 

Marine electricity (8)! Marine electricity (8)! 

Marine refrigeration (4)! Marine refrigeration (4)! 

Machine shop practice (4)! Machine shop practice (4)! 


i Denotes this course also available to unlicensed engine personnel, 
For unlicensed engine personnel 


Unlicensed engine upgrade (4) Unlicensed engine upgrade (4) 
Prelicense engine (4) 


For licensed deck personnel 


License upgrade and deck officer re- License upgrade and deck officer re- 
fresher (4) fresher (4) 


For unlicensed deck personnel 


AB upgrade and refresher (4) AB upgrade and refresher (4) 
Prelicense deck (6) Prelicense deck (6) 


For steward’s department personnel 


Cooking, baking, and butchering (4) Cooking, baking, and butchering (4) 
Chief steward training (4) 
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The numeral following the course title denotes the duration of the course in 
weeks. 

The courses are designed to bring the student up to date with new developments 
in the industry and to improve his professional qualifications. The instruction 
in many of the courses is of great assistance to those students who desire to obtain 
higher certification, original, renewal, or raise in grade of license 

School hours are from 9 a. m. to 5 p. m. (1-hour lunch period), Monday through 
Friday. Students are extended liberty each evening and weekend period 

Courses convene at 2-, 4-, 6-, and 8-week intervals, depending on the course of 
training selected. 

Government quarters and subsistence are furnished to both licensed and un- 
licensed personnel while in training at the training station 

Assignments to these training courses are effected through our enrolling offices 
only, and further information, applications and course descriptions can be obtained 
by applying at or writing to the enrolling office checked below: 

( ) 19 Trinity Place, New York 6, N. Y 

( ) Room 105-6, Customs House, 555 Battery Street, San Francisco 11, Calif. 

No transportation will be furnished by the Government to the enrolling office 
This expense must be arranged for by the applicant. 


BurEAvU OF PusBLic Roaps 
STATEMENT OF GLENN BREWER 
ADEQUACY OF FOREST HIGHWAY FUNDS 


Mr. Perkins. The record will show the statement of Mr. Glenn 
srewer, Ketchum, Idaho, and president of International Highway 93 
Association which Senator Dworshak referred for committee attention 
and relates to the adequacy of funds for the forest highways. 

(The statement referred to follows:) 


STATEMENT BY Mr. GLENN BREWER, KetcuumM, IDAHO, PRESIDENT OF 
INTERNATIONAL H1iGHWAY 93 ASSOCIATION 


May name is Glenn Brewer of Ketchum, Idaho. I am president of International 
Highway 93 Association. This organization has membership in Canada, Montana, 
Idaho, Devada, California, and Mexico. Its purpose is to foster completion and 
improvement of Highway 93, which is vital to the economy of States it serves. 

My reason for submitting this statement to the Senate Appropriations Sub- 
committee on State-Commerce-Judiciary is to call attention to the importance of 
improving key portions of the highway which traverse national forests in Idaho. 

As I understand the situation, the outlook for appropriations for forest highways 
in the next fiscal year is about $10 million, unless the Senate sees fit to accept the 
House action boosting the budgeted amount to $15 million. In view of the fact 
that there is a backlog of some $53 million in authorized projects, | feel that $15 
million is a relatively small sum to meet the needs. And there is no doubt in my 
mind that the authorized projects are all necessary because Congress, in its wisdom 
would not have approved them. 

Furthermore, I understand that the $10 million of any new funds provided 
would not make possible the start of any new projects but rather would permit 
completion of some already under way. ‘Thus, if the Senate goes along with the 
House only some $5 million will be available for undertaking some new starts. 

A large portion of U. 8. 93 through Idaho is dependent upon forest highway 
appropriations, 

I must emphasize the vital importance of U. 8S. 93 not only to the economy of 
the States through which it passes but to the national defense. At present there 


are 3 north-south highways which approach within 200 miles of the Pacific Ocean. 
One of these is U. 8S. 93 and that portion of it which runs through Idaho is in 
pitiable condition. There is only one north-south railroad. Since the other two 


highways and the railroad are relatively close to the Pacific coast they would be 
especially vulnerable to attack should a foreign power undertake aggression 
against the United States. Certainly they would be prime targets. This would 
leave only U. 8S. 93 as an artery for the transportation of troops and supplies 
north and south in the western part of the United States. 





1946 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


If for no other reason than national defense, I therefore urge upon the sub- 
committee the importance of bringing Highway 93’s development to full military 
standards in the earliest possible time. 

As I have mentioned, U. 8. 93 is also important to the economy of the West. 
In Idaho, for example, Ketchum, which is at the southern end of the unimproved 
portion of the highway, is the largest sheep shipping point in the United States. 
In an average year almost 20,000 lambs are hauled by truck from the Stanley 
Basin country, a distance of some 60 miles over U.S. 93 to the railroad at Ketchum. 
Several thousand head of cattle also are hauled in and out of the Stanley Basin 
country, a distance of some 60 miles over U. 58. 93 to the railroad at Ketchum. 
Several thousand head of cattle also are hauled in and out of the Stanley Basin. 
In addition millions of board feet of logs are brought over the Galena Summit, 
to the north of Ketchum, down to sawmills in the Ketchum area. Thousands of 
spud cellar poles and mining timber, all essential to Idaho industry, are brought 
over the same road. 

Of increasing importance in this atomic age, is the search for radioactive 
minerals going on in Bear Valley, which must be reached by way of Highway 93. 
Numerous dredges are carrying on intensive operations in Bear Valley for monazite 
sands, which contain precious elements of vital importance to our national 
defense. These dredging operations must be serviced, supplies hauled in and 
sands hauled out. 

Other mining operations in the area also bear on the importance of Highway 
93. Thousands of tons of silver and lead ore are trucked over the highway from 
Clayton, Idaho, to the railhead at Mackay, Idaho. In addition, thousands of 
tons of ore must be hauled from the Sea Foam district through Stanley, over 
U. 8. 93 to the railroad at Ketchum. 

Now, I have not yet touched on the economic value of the road from the 
tourist standpoint. In Idaho it crosses a section which abounds in big game and 
is the site of some of the best fishing in the world. The scenic beauty of the 
Sawtooth country is outstanding. Yet, because the road remains unimproved, 
only the surface of the tourist business has been scratched. The value of tourist 
travel to a State like Idaho cannot be underestimated, especially since it is a 
State of vast distances with no mass industry of any kind to help support the 
kind of highway system it needs. 

It is my earnest hope that the subcommittee will take action to provide adequate 
funds for the forest highways so that the national defense can be bolstered and 
the economy of the West furthered. The value of the investments in improve- 
ments will be returned many times. And it will provide another key intracon- 
tinental link between the United States and its neighbors, Canada and Mexico. 


, 


The committee will now be in recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at 3:45 p. m., Wednesday, May 12, 1954, the com- 
mittee recessed, to reconvene at 10 a. m., Thursday, May 13, 1954.) 
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AND THE UNITED STATES INFORMATION AGENCY 
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THURSDAY, MAY, 13, 1954 


Unirep Sratres SENATE, 
SUBCOMMITTEE ON THE COMMITTEE OF APPROPRIATIONS, 
Washington, D. C 

The subcommittee met at 10 a. m., pursuant to recess, in room 
F-37, the Capitol, the Hon. Styles Bridges (chairman of the com- 
mittee) presiding. 

Present: Chairman Bridges, Senators Knowland, Smith, Ellender, 
Hill, and Magnuson. 


DEPARTMENT OF COMMERCE 


Civit AERONAUTICS BoaRD 


STATEMENTS OF CHAN GURNEY, CHAIRMAN OF THE BOARD; 


E. T. NUNNELEY, JR., GENERAL COUNSEL; M. C. MULLIGAN, 
SECRETARY OF THE BOARD; JOSEPH HB. FITZGERALD, DIRECTOR, 
BUREAU OF AIR OPERATIONS; IRVING ROTH, CHIEF, RATES 


DIVISION ; JOHN B. RUSSELL, CHIEF, BUDGET AND FISCAL SEC- 
TION 


BUDGET ESTIMATE 


Chairman Bripces. The committee will come to order. 

This morning we will consider the estimates of appropriations for 
the Civil Aeronautics Board. I understand the House allowed the full 
budget estimate of $3,777,000 for the salaries and expense item. As 
to the estimate for payments to air carriers, the House allowed $40 
million, which is a reduction of $33 million below the estimate. 

We are glad to have the distinguished Chairman of this Board, 
former Senator Gurney, with us this morning. Before you proceed 
with your statement, the record will show the amendment requested 
and the supporting statements filed on the two appropriation items. 

(The material referred to follows: ) 

Civit AERONAUTICS Boarp, 


Washington 25, D. C., March 18, 1954. 
Hon. StryLtes BrRIDGEs, 


Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

Dear SENATOR Brincss: Reference is made to H. R. 8067, the State, Justice, 
and Commeree appropriation bill, fiseal year 1955, and House Report 1242, 
which accompanied it. 

I transmit herewith in the format prescribed by the committee a request for 
amendment of the bill as passed by the House of Representatives in respect to 


1947 
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that portion which covers the appropriation ‘‘Payments to air carriers’’ for the 
fiscal year 1955. The amendment requested is for restoration of the amount by 
which the estimate of $73 million was reduced under the House bill. 
1 earnestly hope that this request will receive the committee’s favorable 
consideration. 
Sincerely yours, 
CHAN GuRNEY, Chairman. 


CIVIL AERONAUTICS BOARD PAYMENTS TO AIR CARRIERS 


(House bill p. 30 


House hearings, pp. 580-655 
Original estimate $73, 000, 000 
1954 act (previously carried under “Contributions to postal reve- 
nues’’ (transportation 80, 655, 000 
House allowance (a reduction of $50 million, amended to $33 millon 
by floor action, in the original estimate) 40, 000, 000 


AMENDMENTS REQUESTED 


The Board requests the following amendment: Page 30, line 8, strike out 
‘$40,000,000, and insert ‘$73,000,000’, an increase of $33 million. 


EXTRACT FROM HOUSE REPORT 


Formal separation of the service and subsidy components of airmail pay was 
effected by Reorganization Plan No. 10 which became law August 1, 1953. Under 
the plan, effective October 1, 1953, the Postmaster General is responsible for 
payment of service mail pay at rates established by the Civil Aeronautics Board 
and the Board is responsible for payment, out of appropriations made for these 
purposes, of the subsidy element. The subsidy payment is therefore now a part 
of this bill 

“It is estimated by the Board that $80,252,000 will accrue to the subsidy 
carriers during the fiseal year 1955. The comparable figure for the present fiscal 
vear is $80,655,000. These funds; were previously carried in the Post Office 
Department Appropriation Act. * * * The budget request for 1955, however, 
is $73 million since the proposed appropriation language places this account on 
an actual expenditure basis and the Board estimated actual payments to carriers 
during the fiscal year 1955 at that amount. * * * 

Since the completion of the hearings by this committee the Supreme Court 
in unanimous decisions reversed certain methods used by the Civil Aeronautics 
Board in the computation of subsidies. * * * 

In view of the far-reaching nature of the Supreme Court decision the com- 
mittee has recommended only $23 million for this item at this time. The commit- 
tee hopes that the necessary review of all subsidy claims affected by this decision 
will be made as expeditiously as possible and that it will result in a substantial 
savings to the American taxpayer.”’ 

During consideration of the bill by the Committee of the Whole House the 
amount for this item was amended to increase the $23 million to $40 million, on 
the theory that this amount, together with the estimated carryover from 1954 
would enable the Board to pay claims submitted by carriers through the month of 
February 1955, by which time the CAB would have presented additional testi- 
mony as to the exact effect of the Supreme Court’s decisions 


JUSTIFICATION 


The above amendment would restore the appropriation to the amount of the 
budget estimate, and is requested for the following reasons: 

1. On the basis of all information now available, it is not believed that the Su- 
preme Court decision will have any net effect on the total estimate for 1955, but 
rather that savings which may accure as a result thereof will relate to appropria- 
tions for prior years 

2. Experience to date and current forecasts of carrier operations indicate that 
actual payments to be made to the air carriers during the remainder of the fiscal 
vear 1954 and the whole of the fiscal year 1955 were very conservatively estimated 
in requesting, on an expenditure basis, an appropriation of $7% million for the 
fiscal vear 1955 
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3 
connection with budget estimates for the fiscal year 1956 
fore, that the most expedient way to take into account any 
quirement for ‘‘Payments to air carriers’”’ for the fiscal year 
nection with consideration of the estimate for 1956 
ments will be reflected in the unexpended balance at the end 


The Board will be appearing before the Congress prior to March 1, 


1949 


1955, in 
It is believed, there- 
adjustment in the re- 
1955 would be in con- 


Any change in 1955 1equire- 


of the fiscal year 1955 


and therefore also directly affect the additional appropriation needed for the fiscal 


year 1956, due to the “continuing” 


appropriation. 


or 


“available until expended” nature of ft 


nis 


At the forthcoming hearing, the committee will be considering, for the first time 
this item of payments to air carriers and will undoubtedly desire to cover the subject 


in complete detail. 


In view of the complex nature of the item, it is believed that 


discussion of the estimate at the hearing would prove far more informative and 


beneficial than any explanation which could be presented i: 


this nature 
Overall summary of requirements 


Appropriation, 1954 

rransferred from ‘‘General administration Post Office Department,”’ 
Reorganization Plan No. 10 

Transferred from 


Reorganization Plan No. 10 


Comparative transfer from ‘‘General administration, Post Office Department’”’ 
Comparative transfer from ‘Transportation of mails, Post Office Department” 


Base for 1955 


1ce, 1955 over 1954 


Requirements 


By appropriation 
1954 ad 
justed 


Salaries and expenses 
Payments to air carriers 


80,655,000 | 73 


Total $4,449,000 76, 


Potal estimate of appropriation, 1955 


Overall summary of obligations by object of expe 


actual 


1953 


Personal services $3, 338, 592 
Travel 168, 543 
Transportation of things 3, 624 
Communication services 47,414 
Rents and utility services 33, O16 
Printing and reproduction 52, 083 
Other contractual services 19, 264 


iencies 


pursuant 


$3, 786,000 | $3,777, 
73, OOO, 


(id, 


1 a brief statement of 


$3, 750, 000 


to 


97 
“é 


000 


“Transportation of mails, Post Office Department’ pursuant to 


60, 491, 250 
9, 000 


20, 163, 750 


$84, 441, 000 


Difference, 
increase (+ 
or decrease 


1955 esti- 
mate 


000 
O00 


000 7, 664, 000 


nditure 
1954 adjusted 


$3, SOU 
, 800 
O00 


2, 000 


306, 000 
176, 000 
8, OOO 
62, 000 
3, 300 
54, 000 
19, 300 
55, 700 


300 
000 
300 


on 


Services performed by other 5Y, 487 
Supplies and materials 43, 107 
Equipment 24, 898 
Refun is, awar is, and indemnities 385 
Grants, subsidies, and contributions 75, 708, 000 
Taxes and assessments 3, 762 


44, 100 
24, 100 
5OO 

, 655, 000 
4, 000 


100 
100 
KOO 
OOo 
000 
79, 502. 175 


442, 000 000 


Potal obligations 
Adjustments under appropriations 
lransfers (net 
Reimbursements from non-Federal sources 
Comparative transfers (net 
Savings 


, 518, 250 
1, 000 


172, 750 


S74 
000 


1, 
75, 740 


+46, 699 


3, 800, 000 750, 000 


lotal appropriations or estimates 
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Salaries and expenses—Summary of requirements 

Appropriation, 1954 
Transferred from ‘‘General administration, Post Office Department,’’ pursuant to 
Reorganization Plan No. 10 of 1953 27, 000 
Comparative transfer from ‘‘General administration, Post Office Department’’ 9, 000 


$3, 750, 000 


Base for 1955 


$3, 786, 000 
Net difference, 1955 over 1954 


Requirements Difference, 


epee ——— | increase (+-) 
By activity ell 
| 1954ad- | 1955esti- | “ yo 
justed mate | 


Economic regulation $1, 812, 660 39, 100 +-$26, 500 
Safety regulation 339, 000 7, 900 11, 100 
Accident investigation and analysis 681, 400 562, 500 18, 900 
Legal staff activities | 227, 500 | : 300 200 


Executive direction 243, 000 7 400 | — 600 
Administration and service activities , 500 , 800 | —4, 700 


Gross requirements 2 , 000 3, , 000 | —9, 000 


rotal estimate of appropriation, 1955 





1952 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


os 
L 
< 


itions 


Pos 


Permanent 
r 


Personal services 
Othe 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1953 


Payments to air carriers—summary of requirements 


lransferred from ‘Transportation of mails, Post Office Department’ pursuant to 
Reorganization Plan No. 10 of 1953 $60, 491, 250 
Comparative transfer from ‘“Transportation of mails, Post Office Department” 20, 163, 750 


Base for 1955 “ $80, 655, 000 
Net difference, 1955 over 1954 


Requirements Difference, 
increase 
By activity (+) or de- 
1954 1955 crease ( 
adjusted estimate 


Payments to air carriers $80, 655, 000 '$73, 000, 000 $7, 655,000 —7, 655, 000 


rotal estimate of appropriation, 195 73, 000, 000 


Summary of estimated obligations 


Actual 1953 Estimated 1954 
vijusted) (adjusted 
cost cost 


Estimated 1955 
cost 


Grants, subsidies, and contributions... $75, 708, 000 $80, 655, 000 $73, 000, 000 


JUSTIFICATION—PAYMENTsS TO ArR CarrieRS, Civit AERONAUTICS BoarD, Fiscau 
YEAR lI‘ 


I. BASIS AND PURPOSE OF SUBSIDY 


The Civil Aeronautics Act of 1938, as amended, requires the Civil Aeronautics 
Board to establish the fair and reasonable rates of compensation for the carriage 
of United States mail by United States air carriers certificated to engage in that 
form of transportation. 

The act requires that mail payments be fixed in such amounts as will—under 
honest, economical, and efficient management by the air carriers—maintain and 
insure the development of an air-transportation system adequate to meet and 
further the needs of the national defense, the postal service, and the domestic 
and foreign commerce of the United States. The mail payment for each carrier 
is determined pursuant to the act only after opportunity for notice and hearing 
and is subject to judicial review in the normal course; and the rates are established 
with due regard to ratemaking policies developed in line with the standards and 
to effectuate the policies of the act. (See section II below.) 

The mail payments received by «the airlines are composed of two elements 
(1) The payment for the transportation of the mail, which is known as ‘“‘service 
mail pay,’’ and (2) the difference between this amount and the total operating 
requirement of the air carrier, which is subsidy. 

Since by their certificates of public convenience and necessity air carriers are 
required to render adequate mail service in conformance with regulations of the 
Postmaster General, as an initial matter they are entitled to reasonable com pen- 
sation for the service of carrying the mail. The necessity for subsidy arises in 
those cases where, after being compensated for the service of carrying the mail, 
an air carrier would remain in a loss position because the revenues from commercial 
operations would not be sufficient to meet the cost thereof and provide the carrier 
with a return on its investment sufficient to maintain its credit position and 
cover its capital costs. 

Identification of the service and subsidy components in the mail payments was 
first made by the Board for the domestic air carriers in its September 1951 report 
separating those elements for administrative purposes. Similar identification was 
made for the United States international, overseas, and Territorial air carriers in 
June 1952. Revisions of such reports covering all of the United States certificated 
air carriers have been released annually since 1951. The most recent annual 
revision was published in September 1953 and included the estimated service 
mail pay and subsidy for each carrier for the fiscal year 1955 as well as similar 
data for the four preceding fiscal years. 


45431-—54—pt. 2 52 
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Formal separation of the service and subsidy components of air mail pay was 
effected by Reorganization Plan No. 10, which was transmitted by the President 
to the Congress in June 1953 and became law August 1, 1953. Under that plan. 
effective October 1, 1953, the Postmaster General is responsible for payment of 
service mail pay at rates established by the Board, and the Board is responsible 
for payment, out of appropriations to be made for that purpose, of the subsidy 
element. The latter disbursement function has been discharged by the Postmaster 
General from the inception of the act in 1938 through September 1953. Pursuant 
to this plan, on September 16, 1953, the Board established service rates for pay- 
ment by the Postmaster General, and has been carrying out the function of 
payment of the subsidy since October 1, 1953. 

The request by the Board for appropriations for the payment of the subsidy 
mail pay for the fiscal year 1955 is based directly upon administrative subsidy 
separation report of September 1953. The total amount estimated to accrue to 
the subsidy carriers during the fiscal year 1955 is $80,252,000 and is summarized 
for each group of carriers as follows: 


Estimated accrued mail pay earnings, fiscal year 1955 


[In thousands} 


Total gor ate * be paid 
Total ac- | p,. sti »y the 
Carrier group crued mail | E —— 4 Board 
pay | ame | (subsidy 
| mail pay) | maul pay) 


Domestic trunklines $39, 936 | $36, 370 | 
Local] service carriers 25, 266 1, 425 
Helicopters 2, 916 353 
Alaskan carriers - - - 4 10, 215 2, 280 | 
Hawaiian carriers 1,084 | 48 | 
International and overseas carriers 59, 295 17, 984 | 


Industry total, -._.._.-- ‘ 138, 712 | 


58, 460 | 


Note.— While it is estimated that $80,252,000 will accrue to the subsidy carriers during the fiscal year 1955, 
the proposed appropriation language places this account on an actual expenditure basis in 1955 thereby 
necessitating the appropriation of an amount sufficient only to actually pay carriers the amounts of their 
claims submitted during the fiscal year. It is estimated that an appropriation of $73 million will be neces_ 
ary. 


The provision of subsidy has four basic objectives. The first is to insure an 
adequate air transportation system to meet the demands of the Post Office 
Department for the carriage of mail. In this regard the Postmaster General has 
recently requested, and the Board on September 21, 1953, ordered the establish- 
ment of a relatively low service rate for the carriage by air of first class and certain 
other preferential mail (other than mail and parcel post bearing airmail postage) 
as an experimental matter. The Postmaster General’s request was based on the 
ground that such transportation would implement the administration’s policy of 
economy and efficiency. 

The second function of subsidy is to maintain and develop the domestic and 
foreign commerce of the United States through increasing movement by air 
of persons and property. 

The third is to assist directly in the national defense by (1) maintenance of 
and familiarization with routes in strategic sections of the world and (2) insuring 
a ready reserve of equipment and trained airline personnel which can be utilized 
at a moment’s notice in time of national emergency or war for direct military 
and supporting civilian activities. 

The fourth basic objective is to assist portions of the airline industry through 
the developmental stage, where part of the industry could not survive at this 
time without subsidy, so that ultimately the industry as a whole will be finan- 
cially self-sustaining and will no longer require assistance in the form of subsidy. 
The extent to which this latter objective is being realized may be illustrated by 
the fact that of the 13 domestic trunklines in operation currently—and these are 
the carriers in the most advanced stage of development—only 3 are receiving 
any subsidy. The 10 nonsubsidized domestic trunklines transport more than 
97 percent of the total domestic United States airmail: The subsidy for the 
entire domestic trunkline network is estimated at approximately $3,500,000 in 
fiscal 1955 as compared with close to $19 million in fiscal 1951. In addition, it is 
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believed that the subsidy for the three domestic trunklines might be eliminated 
in subsequent fiscal years if they were to merge or consolidate with other trunk- 
lines. The Board has actively encouraged such action on the part of the carriers 
eoncerned, specifically placing two of the carriers on notice in recent mail rate 
decisions that it expects their managements to initiate and conclude plans for 
consolidation in the near future so as to reduce their dependency upon the 
Government for mail pay support. 

The provision of subsidy to the airlines is effectuating the fundamental objec- 
tive of the act, which is to insure the development and maintenance of a sound 
domestic and international air transportation system for the United States. 
Without it, the United States would not be in the position which it occupies in 
the world today as the leader in the field of civil aviation. 

The contribution of subsidy to the commerce of the United States is indicated 
by the fact that at the time of the passage of the act, in 1938, the United States 
certifieated airlines were flying 480 million .revenue passenger miles. In the 
vear ended March 31, 1953, passengers were transported more than 34 times as 
many miles, for a total of 16,509 million. By mid-1953, over 530 cities in the 
continental United States were being afforded modern certificated airline service. 
In addition, there was sufficient capacity available in the certificated airline 
industry to carry 3,369 million ton-miles per year as compared with 136 million 
ton-miles in 1938. Moreover, total commercial airline revenues increased from 
$34 million in 1938 to $1,074 million in the 12 months ended March 31, 1953. 

In the field of foreign commerce a similar growth has also been evident. The 
airplane, more than any other single transportation medium, has played and 
continues to discharge a major role in providing a ready means in carrying on 
relations between the United States and other free countries of the world which 
facilitate mutual understanding and further joint endeavor to counteract the 
encroaehment of cemrmunism. 

The service of the certificated airlines for the Post Office Department has also 
been striking. For example, in fiscal 1954 it is estimated that the airlines will 
carry 101,151,000 ton-miles of United States mail, and in 1955 over 105 million 
ton-miles. 

These contributions by the certificated airline industry, as the result of a sound 
development through the provision of subsidy, are overshadowed by their 
demonstrated contribution in time of national emergency and war. In 1938 
there were a total of 306 aircraft operated by the certificated air carriers, of which 
only 9 were 4-engine aircraft useful in transoceanic operations. By March 1953 
thjs operating fleet had increased more than 3 times to a total of 1,292, of which 
close to one-half represents 4-engine modern aircraft. The aircraft fleet of the 
commercial airlines played a vital part in World War II, and subsequently in 
both the Berlin and Korean airlifts. It also constitutes an important factor in 
current defense planning, half of the commercial 4-engine aircraft already having 
been assigned as part of the Civilian Reserve Air Fleet available for immediate 
military mobilization in the event of a national emergency. 

The development of the certificated airlines has also provided a large reservoir 
of trained pilots and other airline personnel which was utilized quickly in World 
War II and will again be drawn upon heavily in any future emergency. The 
military importance of this strong civil airline industry lies not only in the avail- 
ability’ of flight equipment and trained flight personnel but also in the fact that 
United States carriers operate beyond the limits of the continental United States 
and have established routes to, and operating bases in, practically every country 
in the world other than those in the Russian sphere of influence. Maintenance 
of this objective would not be possible without subsidy because in various instances 
certificated air routes are maintained for national interest and security reasons 
although such routes would not be justified from a purely economic standpoint. 


II, PROCEDURES AND CRITERIA FOR DETERMINING SUBSIDY 


The basic purpose of the subsidy authorized by the act is to maintain and 
continue the development of those carriers which either could not perform 
service at all, were they paid only for the service of carrying the mail, or would 
be required to render inadequate service. Typical of these carriers are the local 
service carriers which link the smaller communities in the various States either 
with each other or with the larger metropolitan centers. Accordingly, the 
policy of the Board is to establish a subsidy rate, where required, in an amount 
necessary to (1) cover the carrier’s operating loss incurred under honest, eco- 
nomical, and efficient management and (2) provide it an opportunity to earn a 
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fair return on the investment used and useful in the carrier’s air transportation 
services. Neither the act nor the Board guarantees that each carrier will earn 
a fair profit but the carriers are provided reasonable opportunity to do so. 

The total amount of the subsidy in any given case depends upon the volume of 
service and extent to which the revenues of the carrier from all commercial sources 
(including the serviee-mail payment from the Postmaster General) fail to meet 
its prudently incurred operating costs. The amount of subsidy is determined 
after opportunity for notice and hearing in accordance with the procedural require- 
ment of the Civil Aeronautics Act and the Administrative Procedure Act; and 
such determination is subject to review in the appropriate Federal courts. Most 
mail-rate cases are processed by informal conferences with representatives of the 
carrier, the Post Office Department, and the Board, although at any given time 
some cases are being tried formally before the Board and its hearing examiners. 
The conference procedure, which is detailed in the Board’s published Rules of 
Practice, has proven to be an economic and efficient method in narrowing areas.of 
conflict and expediting the necessary Board determinations. Whether the in- 
formal conference procedure or the formal hearing procedure is utilized, no mail 
rate is finalized without opportunity for objection by interested parties and the 
observance of all statutory procedural and substantive requirements. 

The estimated total subsidy payment of $80,252,000 for fiscal 1955 reflects 
four basic assumptions, including as one factor the continuance of the level of 
mail payments existing pursuant to Board final mail-rate orders in effect as of 
August 11, 1953. As of that date 34 of the 56 carriers for which mail rates are 
established by the Board were operating under final rate orders. Thus, the esti- 
mated subsidy mail payment for fiscal 1955 is based in large part upon existing 
final rates, determined in accordance with the established procedures developed 
by application of the ratemaking standards discussed immediately below. 

In establishing mail rates since 1938, the Board has developed ratemaking 
principles of general applicability which are determinative of the level of subsidy 
required for each carrier. These principles are detailed in the published mail- 
rate opinions of the Board and official statements of Board policy released to the 
public at large. These principles have been developed in accordance with the 
mandate of section 406 (b) of the act that only those losses which are incurred 
under “honest, economical, and efficient management”’ shall be underwritten with 
subsidy . 

Since the subsidy requirement is the excess of prudently incurred costs over 
revenues plus a fair return on investment, the basic policy areas in mail-rate cases 
include (1) reasonableness of capacity operated, (2) reasonableness of costs, and 
(3) the proper investment base to be recognized for rate purposes. 

While the Board has no power to limit the number of schedules operated by a 
certificated air carrier, it can refuse to provide subsidy for schedules instituted by manage- 
ment which, from a business standpoint, do not appear to carry any hope of being 
profitable or are otherwise not justified. In many instances the Board has de- 
creased the subsidy which would otherwise be required by refusing to underwrite 
nonproductive operations over various segments of the carrier’s routes. 

The Board has also developed comprehensive policies, embodied in its mail-rate 
decisions, for determining the type and amount of costs which may properly be un- 
derwritten with mail pay. While comparative cost standards are flexible, one im- 
portant standard employed in determining whether the costs of any given carrier are 
excessive, and therefore not to be underwritten with subsidy, is the comparison of 
the expenses of that carrier with like carriers. Where one carrier’s costs exceed 
those of comparable carriers, in the absence of mitigating circumstances the excess 
will not be recognized by the Board. 

Apart from costs not allowed as the result of application of the comparative 
technique, various other expenses are not allowed based upon differing considera- 
tions. For example, public-policy considerations dictate that various types of 
expenditures not be underwritten with subsidy. Thus, it is the firm rule of the 
Board that expenses in the nature of charitable contributions, costs of entertain- 
ment, and excessive salaries will not be underwritten with subsidy. 

Under the act all sources of the carriers’ revenues are scrutinized. For exam- 
ple, in those cases where profits are being earned by carriers for services per- 
formed in the Korean airlift, the amount of such profit is accounted for in deter- 
mining the subsidy required by such carriers and the subsidy is correspondingly 
decreased. Net revenues from other types of transactions, such as charters and 
sales of aircraft and equipment, are similarly deducted in determining a carrier’s 
subsidy requirement with a view toward minimizing the burden on the 
Government. 
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Once having determined the recognizable amount of revenues and expenses, the 
amount of subsidy is determined by providing sufficient mail pay to cover the 
reasonably incurred operating loss plus a fair return (after taxes) on the invest- 
ment used and useful in the carrier’s air-transportation services. 

The investment is screened as carefully as are the carriers’ statements of costs 
and revenues, which are available to the Board in periodic reports required to be 
filed by the carriers with the Board 

Once having determined the proper rate, the Board utilizes wherever practicable 
a sliding-scale mail-rate formula which has the effect of automatically decreasing 
the subsidy contribution by the Government as nonmail revenues increase through 
increased passenger traffic. 

It is also the Board’s policy to maintain a continuing review of the financial 
results of each carrier operating under a final mail rate, so as to permit reduction 
of such rate where a decreasing subsidy requirement is indicated. For example, 

the fiscal year 1952 the Board reopened the rates of seven domestic trunkline 
carriers and subsequently established lower mail rates for each carrier effective 
as of the dates of reopening. This action by the Board is estimated to have cut 
the subsidy bill by approximately $2 million annually. The extent of continued 
implementation of this policy is dependent upon resources available. 

Since once a carrier has been certificated, the provision of mail pay is mandatory 
for the duration of the carrier’s operations under its certificate, the Board is also 
continuously reviewing the operations of the various air carriers in order to 
determine whether the particular services have become so costly as to require 
elimination of such services completely or whether the carrier’s route structure 
should be modified in such manner as may enable it to decrease its dependence 
upon the Government for subsidy. 

An important factor in such review is the degree of and outlook for improvement 
in the carrier’s operations. The certificates of three local service carriers were 
permitted to expire in the past few years, since the Board found that the possi- 
bility of such improvement was so slight that continuance of the experiment as 
to those carriers was not found to be warranted. If it appears that there is a 
reasonable possibility of revenues increasing at a quicker rate than costs, over 
a reasonable period of time, elimination of the certificate is not deemed warranted. 

The Board is also continuously endeavoring to minimize the amount of subsidy 
which may be required not only by eliminating service over unwarranted routes 
and to uneconomie points but also by the encouragement of mergers, and careful 
control ove : commercial rates for the transportation of passengers and property. 
Examples of the benefits of such actions are the recent Braniff-Mid-Continent and 
C. and 8.-Delta mergers. These two mergers have had the immediate effect of 
eliminating a previous annual domestic subsidy requirement of $2,336,000 


Ill. ESTIMATED SUBSIDY PAYMENTS BY CARRIER GROUPS 


Domestic trunklines 


There are 13 domestic trunkline carriers. Of these only three currently require 
subsidy. The estimated subsidy requirement for these carriers for fiscal 1955 
compared with the domestic subsidy required for the four preceding fiscal years 
is shown below: 


Domestic 


trunklines 


Fiscal vear: thousands) 
1951 S18, 881 
1952 6, 283 
1953 4, 210 
1954 3, 581 
1955 3, 566 

As shown above, the subsidy requirements for the domestic trunklines decreased 
sharply from fiseal 1951 to fiscal 1952, and continued a downward trend in fiscal 

1953. Continuance of a small downward trend is estimated for the fiscal year 1955 

on the following principal bases 

First, the domestic trunklines are those which have reached a stage of develop- 
ment far more advanced than that of any other group of air carriers, exemplified 
by a favorable balance of revenues over expenses. 

Secondly, as indicated previously the policy of encouraging mergers ‘of air 
carriers, Where the combined operations will produce a better balanced and more 
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economical] route structure and result in a direct reduction of subsidy has been 
most productive in the domestic field. 

Third, the development of air-coach travel, which consists generally of provision 
of service by the airlines in high density aircraft at lower than standard fares, both 
domestically and in specific international operations, has tended to create a 
more favorable balance of revenues in relation to costs whieh should, over a 
period of years, continue to decrease the subsidy requirement of the domestic 
trunklines. 

Finally, the favorable trend of the domestic trunklines to the point where 10 
of the 13 carriers do not require any subsidy at all is, of course, due in large 
part to the high level of economic activity in the United States. The estimate 
for the fiscal year 1955 assumes the continuation of this high level of economic 
Bctivity. 

LOCAL SERVICE CARRIERS 


There are currently in operation 14 local service carriers. There are also 3 
additional carriers operating solely helicopter (rotary wing) aircraft. The esti- 
mated 1955 subsidy requirement for the two groups of carriers is $23,841,000 and 
$2,563,000 respectively, or an average of less than $1,600,000 annually per carrier. 

The local service carriers (exclusive of the 3 helicopter operators) are those opera- 
ting within the continental United States which are not of the size or character of 
trunklines but have been certificated essentially to provide services to smaller com- 
munities with relatively less potential to economically support those carriers, and 
to funnel traffic to and from the larger urban centers. By the close of 1952, these 
carriers were authorized to serve a total of 429 communities in the various States. 
Of the 357 communities served, 180 were exclusively local service stations so that 
without local air service these communities would have no regularly scheduled 
air transportation system whatsoever. The lack of this service to such of these 
communities as are located in the more isolated areas of the United States would 
seriously impede the flow of commerce to and from such communities. 

Local service was initially certificated on an experimental basis for a limited 
period of time as a result of a formal investigation conducted by the Board begin- 
ning in 1943. One carrier began operations in 1945 and four more in 1946. 
Certifications since then have brought the number of carriers to a high of 18 in 
1950-51 but currently this number has been reduced by the Board to 14. 

Maintenance of these services on an experimental basis was effected by making 
their certificates of limited duration. This limitation was provided for specific- 
ally in order to permit the Board to review periodically the results of these opera- 
tions and to determine whether such services could be provided along sound 
economical lines to meet the needs of the smaller communities in the United States 
which would otherwise be without reasonable access to air transportation. 

The steady and substantial growth of these carriers, and the extent to which the 
relatively smaller communities over the country have come to rely on their ser- 
vices in the past 6 years is shown below: 


Local service carriers '\—Scheduled service 


Number of| Revenue | Mail ton- Express Freight Number of |Commercialt 


Nise: years . : : 
Fiscal year carriers ton-miles miles ton-miles  ton-miles | passengers | revenues 


Thousands | Thousands | Thousands | Thousands | Thousands | Thousands 
i2 6, 490 221 143 159 317 $3, 489 
17 11, 545 410 240 359 O44 3, 393 
18 16, 698 479 436, 544 803 9, 232 
18 25, 690 } 678 857 M4s 1, 220 14, 778 
15 32, 699 852 S44 1, 010 1, 592 19, 062 
14 38, 187 943 441 1, 160 1, 900 23, 496 


1 Excludes helicopver services 


As the foregoing table indicates, this segment of the air-carrier industry which 
is still in the developmental stage, has shown an increase of 488 percent in total 
traffic from 1948 to 1953, and an increase of 499 percent in number of passengers 
carried, and has developed commercial revenues almost 600 percent greater than 
in 1948. It should also be noted that these carriers, by being available to the 
Post Office Department for transportation of mail, provide a service which would 
otherwise not be possible for the people and industry in these communities. 

These carriers have been operating for an average of about 5 years, with some 
carriers only in operation for as little as 3 years, and are still in the initial stage of 
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development which is characterized by relatively low revenues and high costs, 
resulting in a consequent need for a relatively high level of subsidy support. 
These operations have been continuously scrutinized by the Board, in order that 
those services which appear to bear no promise of eventual success from an eco- 
nomic standpoint may be permitted to expire 

In addition, decrease in dependence of these carriers upon the Government for 
mail-pay support has also been encouraged by the Board by (1) action in assisting 
in the merger and consolidation of carriers, and (2) suspension of domestic trunk- 
line service at points also served by a local service carrier where such suspension 
would create a favorable balance of revenues over expenses at such points for 
the local service carrier. 

Of even greater significance is the fact that as the temporary certificates of these 
carriers expire, in the proceedings dealing with their renewal the Board has taken 
prompt action to realine their route structures, based upon experience during the 
preceding years, so as to form a more economical pattern. This action has in- 
cluded the elimination of uneconomic segments and points, and the addition of 
stations with greater potential for economic support of local air carrier service. 
The temporary certificates of 6 of the 14 local service carriers expire during fiscal 
1954 and 1955, and in its decisions as to renewal of these carriers continuing effort 
toward improvement of their route structures and lessening dependence upon the 
Government for mail pay support will be made by the Board. 

The level of subsidy mail payments for this group of carriers for fiscal 1955 is 
controlled in large part by the relatively high costs of labor and materials as well 
as by the volume of services provided to the 357 communities. While, as indi- 
cated in the prior table, the revenues of these carriers have shown a substantial 
growth, because of their relatively small size and :ower passenger load factor than 
the trunklines their costs have generally increased at a greater pace than have 
revenues from commercial sources. In other words, these carriers have not been 
in position to absorb the inflationary costs experienced over the past several years. 
The level of subsidy required in subsequent years by this group of carriers will 
depend in large part upon (1) their abilitv to increase their revenues from com- 
mercial sources, (2) the behavior of costs, and (3) the development of a prototype 
aircraft type, to replace the DC-—3, which will be economical in, and suitable for 


the needs of, local air carrier service. Development of a suitable replacement for 
the DC-3, coupled with actions by the Board of the tvpe discussed above will 
eventually produce a more economic level of operations for the local service 
carriers. 


Helicopler service 

The 3 helicopter operators provide services in 3 major metropolitan areas 
Los Angeles, Chicago, and New York—and are estimated to require $2,563,000 
of subsidy mail pav for fiscal 1955. These carriers have been in operation since 
October 1, 1947, October 20, 1949, and October 15, 1952, respectively. They 
were certificated, again on an experimental basis as were the fixed wing local 
service carriers, for three basic purposes: (1) To expedite metropolitan mail de- 
liveries, (2) to assist in the development of rotary-wing operations for national- 
defense purposes, and (3) to determine the economic feasibility of transportation 
of passengers, in addition to mail, between the centers of the cities and suburban 
and outlying areas. 

The services of these carriers have been utilized continuously by the Post Office 
Department. Their contribution to the development of the military helicopter 
aircraft, which have saved the lives of so many American soldiers in the Korean 
conflict, is well established. In addition, they have recently developed to the 
point where one carrier, New York Airways, Inc., commenced transportation of 
passengers in July 1953. 

The subsidy requirement of these carriers stems from the fact that (1) only New 
York has revenue from passenger operations, (2) they are in the earliest stage of 
development, and (3) the aircraft type itself is in a highly transitional stage. De- 
crease in their subsidy need will depend upon increase in revenue from the trans- 
portation of passengers after this experimental stage has passed and the develop- 
ment of a helicopter-aircraft type suitable for the carriage of a greater number of 
passengers than can be carried in the S—55 aircraft. 


International, overseas, and territorial carriers 
It is estimated that this group of carriers will require $50,282,000 of subsidy mail 
pay for the fiscal year 1955, for operations (1) between the United States and 


foreign countries and (2) to and from the United States and its possessions (e. g., 
Alaska, Hawaii, etc.) and within such possessions. 
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The estimated subsidy for this group of carriers for the fiseal years 1951 through 
1955 is as follows: 


Fiscal vear: Subsidy mail pay 
1951__- ‘ ; ..... $39, 263, 000 
1952. ckenct .” Mane 
1953 _ ‘ _ 49, 546, 000 
1954 me : .. 50, 854, 000 
1955 orate ; . 50, 282, 000 


Of the estimated $50,282,000 subsidy for fiscal year 1955, $7,935,000 is for the 
Alaskan carriers, including services between the United States and Alaska. 

In view of the substantial difference between the domestic trunkline and inter- 
national carriers from the standpoint of both the level of subsidy as well as the 
estimated trend in subsidy payments, the major factors affecting the level and 
trend, respectively, in international subsidy are discussed separately below. 

Among the primary causes for the higher level of subsidy support for the inter- 
national operations of the American flag carriers are the following: 

1. The international operations generally are characterized by lower frequency 
of service and lower density of traffic than typical domestic operations. As a 
result, unit-operating costs tend to be substantially greater in the international 
field and such costs are only partially offset by the higher rates and fares paid by 
the public for international travel. 

2. By virtue of the very nature of long overwater flights, international opera- 
tions are relatively higher cost. The higher costs result not only from the require- 
ment for multiple crews on flights in excess of 8 hours, in compliance with the 
Civil Air Regulations, but also from the necessity for additional flight personnel 
including radio operators and navigators sometimes required in international 
operations for safety reasons. In addition the lower payload capacity of a given 
aircraft type in transoceanic services results in a relatively greater need for sub- 
sidy due to the reduced revenue potential. 

3. Overseas-based United States nationals are ordinarily paid wage differentials 
above the scale prevailing in this country, as well as the expense of moving them 
and their personal effects to and from the foreign countries. 

1. The maintenance of facilities and supplies results in additional expense by 
reason of factors such as (a) the searcity of necessary supplies and facilities in 
foreign countries or their availability at relatively high rates, and (b) the addi- 
tional costs for communications, meteorological and other services resulting either 
from the necessity for provision by the carriers of such facilities to meet prescribed 
United States standards, or the provision of such services by the foreign countries 
at higher charges. 

5. The higher cost of compliance with legislation in foreign countries relating 
to wage rates, conditions of employment, termination payments, etc., for the 
nationals of such countries employed by United States carriers. 

6. The higher level of costs inherent in operations to a multitude of foreign 
countries with differing legislation and regulatory practices, involving the require- 
ment of passports, visas, customs-regulation compliance, currency problems, etc. 

7. Restrictions on the convertibility of foreign currency into United States 
dollars, resulting in unavoidable losses beyond the control of management, as well 
as unilateral action by certain foreign governments which has artificially diluted 
the established rates and fares on transportation sold in a particular country. 

8. The higher selling expense inherent in international operations as reflected in 
the standard practice of travel agents collecting a higher rate of commission on 
international tickets than on domestic. 

The factors referred to above contribute not only to the level of subsidy for the 
United States international carriers but also to the upward trend between 1951 
and 1954. For example, recent actions by several South American countries have 
resulted directly in foreign exchange losses of substantial amounts for United 
States air carriers or reductions in the effective rates and fares charged in terms 
of United States dollars 

In addition to the above factors which relate to both the level and trend of 
international costs, there are four principal factors which have contributed directly 
to the increase of international subsidy in the past few vears: 

1. Increasing competition and more effective competition by foreign air carriers, 
which are in most instances directly or indirectly controlled by the respective 
foreign governments and which receive substantial amounts of subsidy from such 
governments. 

2. Although there has been a sharp impact of inflation on wage rates and prices 
of materials, supplies and equipment for both international and domestic carriers, 
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the domestic carriers have been able to increase commercial revenues in sufficient 
amounts to offset and, in many instances, more than offset the effect of inflation, 
whereas in the international field the growth of nonmail revenues has not kept 
pace with rising costs. 

3. Effective July 1, 1953, the foreign mail revenues of all the United States 
carriers were substantially decreased by a sharp reduction in the so-called UPU 
rates of compensation established for the carriage of foreign mail by the Universal 
Postal Union, despite the protestations by our Government. The basic UPU 
rates applicable to letter mail were reduced in the major areas by about 33 percent 
It is estimated that the annual reduction in foreign mail revenue of the United 
States carriers related to the cut in UPU rates will be over $4 million. In view of 
the fact that these revenues are applied by the Board in calculating the carriers’ 
subsidy requirements, the reduction therein directly affects the trend in subsidy 

4. Higher taxes were paid by the international carriers in the past few years, 
both within the United States and the foreign countries served. 

\part from all the foregoing, a most significant consideration underlying the 
subsidy for the United States international carriers is the fact that the certificates 
of public convenience and necessity for the international routes of such carriers 
necessarily involve considerations deeply affecting our overall national interest 
in addition to the requirements of the commerce, the postal service, and the 
national defense of the United States. This factor is highlighted by the very 
pattern of the act itself which requires approval by the President of the United 
States for the international certificates and any modifications thereof. Accord 
ingly, in certain areas international routes have been authorized by the Board 
with the approval of the President based upon pertinent but other than purely 
economic considerations 

Another primary consideration is the fact that over 40 percent of the increase 
in the subsidy requirement for the United States international, overseas, and 
territorial carriers in fiscal 1955 over 1951 is accounted for by carriers operating 
within the Territory of Alaska and between the continental United States and 
Alaska. The increase in subsidy requirements of the Alaskan carriers is largely 
related to the following factors: 

1. The sharp inerease in the transportation requirements to and within Alaska 
following the outbreak of hostilities in Korea 

2. The substantially greater impact of inflation within the Territory of Alaska 
than in the continental United States 

3. In the past 2 years there has been a sharp increase in the cost of compliance 
with the appropriate Civil Air Regulations in terms of improved flight training 
programs, improved maintenance standards and the development of provision 
for instrument flight. 

4. The recent inauguration of “user’’ charges for facilities, such as communica- 
tions facilities, which had previous y been furnished without charge by the 
Civil Aeronautics Administration. 

5. The program for gradual correction of inadequate facilities, including air- 
craft, hangar, and shop facilities. 

Despite the increased subsidy for Alaskan air transportation services, such 
transportation is the most important and, in some areas, the only means of 
transportation within the Territory of Alaska. This Territory, with its strategic 
military and economic importance to the United States, is a major beneficiary of 
the subsidy provisions of the Civil Aeronautics Act. Without subsidy support, 
air transportation within and to and from Alaska would be severely restricted. 


GENERAL STATEMENT 


Senator Gurney, do you want to proceed? 

Mr. Gurney. Mr. Chairman, it is a real pleasure to be back in this 
room. I am sorry I had to leave it about 3 years ago. I want to 
say that I am rather a neophyte in the aviation business. I have 
only been there 3 years, but I try to pick up the threads of this com- 
plicated problem of aviation, and it is really complicated. I bespeak 
that you be a little easy with me, but I want you to know that I am 
very proud of the staff of the Civil Aeronautics Board and I do not 
want you to be easy with them. In other words, I believe we can 
answer any question that the committee may wish to ask. I have 
with me our general counsel, our secretary, the executive director of 
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our board, the director, Bureau of Air Operations, the chief of our 


Rates Division, and the chief of our Budget and Fiscal Section. 

Therefore, I think we are in a position to answer any questions the 
committee may wish toask. I have a prepared statement if you would 
like to have me proceed with that. 

Chairman Bripces. How long is it, Senator Gurney? 

Mr. Gurney. It will take about 25 minutes, I expect. 

Chairman Brinces. We could make your complete statement a 
part of the record and you may go through and pick out the sections 
you wish to highlight. That is the way we have done it. 

Mr. Gurney. Possibly we could do that. I would like to read the 
first few pages and then maybe I can skip a little bit. 

Chairman Brinces. Certainly. 

Mr. Gurney. First, as a result of Reorganization Plan No. 10 of 
1953, we come before the committee this year to present for the first 
time an estimate titled ‘‘Payments to air carriers’ and representing 
subsidy to certain air carriers, in addition to the estimate covering 
the regular appropriation for “Salaries and expenses.” 


SALARIES AND EXPENSES 


While we are, of course, desirous of answering any and all questions 
which you may have concerning the estimate for ‘Salaries and ex- 
penses,”’ since no amendment of the provisions of the House bill in 
this respect is proposed, I will, if agreeable to the committee, offer 
for the record a brief summary of the estimate for “Salaries and 
expenses’’ and proceed to take up the estimate for “‘Payments to air 


carriers.”’ 
(The information reférred to follows:) 


SUMMARY OF THE EsTIMATE FOR “SALARIES AND EXPENSES, 1955,” CiviL 
AERONAUTICS BOARD 

The estimate is in the amount of $3,777,000 and represents no increase over 
the total available to the Board for the present fiscal year, which is made up of 
the initial appropriation of $3,750,000 and $27,000 transferred to the Board 
pursuant to Reorganization Plan 10 of 19538. An appropriation for 1955 in the 
aforesaid amount will, however, necessarily involve absorption of the additional 
cost during 1955, estimated at $33,000, of mandatory within-grade promotions 

In addition, within the total of $3,777,000, provision must be made for the 
difference between the cost of disbursement and audit of subsidy payments to 
carriers and the $27,000 transferred from the Post Office Department during 1954. 
Our estimate for this activity, on a full-year basis, is $63,700. To provide the 
difference between this sum and $27,000, or $36,700, will necessitate corresponding 
reductions in other areas. 

The accompanying tables show the breakdown of the 1955 estimate, which is 
the same as provided in the House bill, compared with the appropriations for 


1954 and 1953, and summarize by activity the work situation and program for 
the fiscal year 1955. 
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Comparison by object of expenditure 


Compari 
House bh 
with 1954 

appropriat 


1955 estimate 
ind House 
illowanes 


1954 appro- 
priation 


$3, 306, 000 $3, 305, S00 
76. OOO ISL, SOO 
O00 8, OOO 

000 62, 000 

300 33, 300 

, 000 54, 000 

5. OOM 70, 400 

100 40, 100 

, 100 17, 100 

500 50) 


OOK 4, 000 


», OOO 4.777. 000 


ive transfers from Post Office of $36,000 for 1953 and $9,000 for 1954 
RATE ACTIVITIES 
rary of work sifuatior and program for the fiscal jear 1955 
The work performed under ‘Rate activities” falls into three primary categories 
(1) Mail rates; (2) Commercial rates; and (3) Tariffs. There follows, for eact 
category, a table showing major workload items involved and a brief statement 


concerning program for the fiscal year 1955. 


Mail rates 


1953 actual 


The above estimates are based on the assumptions that the current high level 


of economic activity will continue through 1955 and that mail rate cases can be 


processed by the conference technique rather than by more costly and time- 
consuming formal hearings 
One of the major problems in the mail rate program is to attain a state of reasor 
able currency in processing mail rate cases Although, as reflected by the above 
table, further progress was made during the fiscal vear 1953 toward achieving a 
current mail rate docket, there are several major factors adversely affecting th« 
Board’s ability to reduce the docket of uncompleted cases during 1954 and 1955 
‘ t factors include: (1) Problems involved in the formal separation of subsidy 
mail pay under Reorganization Plan No. 10 of 1953 which in many 
nereases the complexity of case processing and creates a potential nev 
class of formal proceedings related to the division of total mail compensation into 
the two components; (2) the necessity of opening current final rates of local 
service and helicopter carriers whose temporary certificates are in various stages 
of renewal and are being renewed in modified form with a view to strengthenir 
such carriers financially and reducing their dependence on subsidy to the maximun 
extent possible; and (3) problems with respect to the Alaskan carriers for all of 
whom final rates had been established by the end of fiscal 1953, but the shar] 
changes experienced by these carriers during recent years raises doubt that they 
can remain on closed rates for any extended period 
In addition, the Board is faced with the necessity of continuing to perform the 
following three specific functions toward attaining maximum economy and 
efficiency in carrying out the subsidy program: (1) To perform a continuing review 
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of mail rates, particularly subsidy mail rates, of all carriers in order to reduce such 
rates when they may have become excessive; (2) to reopen and adjust the mail 

rates of such carriers whose routes may be modified through revisions, suspensions, 
- mergers; and (3) to reopen the rates of carriers where analyses indicate that, 

because their schedules may be in excess of traffic potentiality at given points or 
ver specific segments, the current mail pay subsidy is too high. 


Commercial rates 


1OKe 944 esti- 955 est 
On 1953 actual On 1954 est! On 1955 esti On 


hand, hand, mate hand mate hand, 

June June . June June 

a. | -Re- | Out o, | Re- | Out-| 3, te- | Out-| 7, 

Je Fox we voo 
ceipts, put ceipts| put * lceipts| put , 


enger and property rate 

I proceedings 25 34 2 ] 30 | 30 
Infor ] matters 443 441 é | 5 462 | 460 
[ATA resolutions B84 SN4 | 1, 000 |1, 000 
ecial reports ’ 3 | : : : 4 3 


The major current problems in the commercial rates area and to which the 
rogram for 1953 and 1954 will be directed are as follows: 

a) Extension of coach service to areas not now served: 

b) Continuation of the investigation of tariff liability rules, completing the 
phase covering the various personal injury and death rules and preliminary work 
nu cargo liability rules which are extremely important in promoting the develop- 

ent of air cargo 

c) A study of the fare structure and level, both domestic and international, 

which there is a pressing need in order to secure increased revenue without 

hibiting traffic growth; 

d) Expediting the processing of formal and informal matters with respect 
to suspended tariffs, specific fares, rates and rules resulting from filings by the 
arriers; and 

e) Analysis and processing of IATA rate resolutions and development of the 
United States position for [ATA rate conferences. 

During the past year, 95 percent of the passenger miles flown by domestic 
certificated carriers were by service rate carriers. This transition to a stage 
vhere the industry depends so largely on commercial rather than mail revenues, 
as well as the growth in the volume of its traffic and revenues, has changed and 
ntensified the whole nature and range of commercial rate problems. The cases 
and problems now being processed involve precedents which will determine the 
mng-term pricing and marketing policies of the industry and the trend of the fare 
and rate structure. Many new and involved matters involving all phases of 
he rate structure are being raised which require exploration and analysis; the 
increasing complexity of the economic and legal aspects of the problems in both 
formal and informal proceedings has increased the difficulty of handling the 


various proceedings. 
Tariffs 


954 esti- O55 esti 
On | 1953 actual | On — On retiee 
hand, hand, we hand, — 
June * June June 
30 30 30. 
oie Re- | Out- on Re- | Out- ae Re- | Out- 
“““ \eeipts) put “™  jeeipts| put eceipts,) put 


} | | 
Regular tariff filings 1, 061/16, 648/17, 522 187|17, 500\16, 937 750|17, 500)17, 500| 750 
Special tariff permission appli- | } 
cations 5} 1, 031) 1, 029) 7| 1,050) 1, 052 5 1,050) 1, 050 5 
Rejections 0 245 245 0 250 250 0 250 250 0 
Exemptions ae 7 1 12 13 0 12 12 0 
' 


Tariff filings are becoming increasingly complex due to replacement of individ- 
ual tariffs of many carriers by consolidated tariffs filed by publishing agents, 
introduction by carriers of more complicated rules, routings, and methods of 
tariff construction, increase in joint fare and rate coverage, modifications to 
reflect change in operating authorities and traffic conditions, and to election of 
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carriers whose operations do not. touch United States territory to participate in 
joint fares and rates from and to United States points, all of which tend to make 
tariff analyses more difficult. 

Since accumulations of unprocessed tariffs cannot be permitted, tariff filings 
applications for special tariffs, free or reduced rate transportation, and inter 
state, overseas, and foreign transportation were maintained on a current basi 
during the fiscal vear 1953. However, limited staff resources necessitated some 
curtailment of detailed analysis, particularly of irregular carrier and forwarder 
tariffs, the deferring of certain activities for attainment of simplification, uniform 
ity and clarity in tariff publications, some accumulation of work in the analysis 
of carrier manuals publishing practices in furnishing free or reduced rate trans 
portation and in processing informal complaints. 

The Board’s program for 1954 and 1955 provides for the conduct of tariff 
activities on a current basis to prevent unreasonable and unlawful fares, rates 
charges, and practices from becoming effective which they ordinarily do 30 days 
after the filing date unless suspended by the Board before the effective date. 
















ROUTES AND CARRIER-RELATIONS ACTIVITIES 






Summary of work situation and program for the fiscal year 1956 





The table below reflects the processing of some of the primary workload items 
within the routes and carrier-relations activity during the fiscal years 1953, 1954 
and 1955 
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Certificate and permit applica- 


















tions 541 237 173 605 235 190 650 160 175 63 
Carrier-service matters 
Certificated carriers 22 
Noncertificated carriers 2 45 
Operating schedules (pages 266 |3, 591 |3, 484 373 (3,600 (3, 650 323 |3,700 |3, 650 7 
Section 412 agreements 210 |1,382 |1, 382 210 |1, 385 /|1, 372 223 (1,385 (1,400 208 
Interlocking relationships 21 76 57 40 50 60 30 50 50 10 
Interchange applications 5 7 2 10 7 7 10 7 9 s 
Consolidations, mergers, and 
wquisitions of control-certifi- | 
cated carriers 13 7 5 15 10 s 17 7 10 | 14 
6 (c) permits * ' 4 54 54 0 186 186 0} 186 186 ) 








Lé —— 
Includes temporary exemptions, service pattern changes, suspensions, airport notices, and nonstops 
Includes flight reports, freight forwarder applications, individual] exemptions and petitions, and other 
exemptions and petitions 
* Workload count began during fourth quarter of fiscal 1953. 











One of the major problems with respect to route and carrier-relations activities 
is the imbalance between current work requirements and the output of which the 
Staff is capable. As of June 30, 1953, there was an accumulation of over 600 
certificate and permit applications alone on over 400 of which no action had been 
started. This represented an increased accumulation of approximately 20 per 
cent during the fiscal year. 

The only substantial work accumulation remaining in the area of informa! 
cases was in the intercarrier agreements and interlocking relationships area 
Notable during fiscal 1953 was the increase in the number of exemption, agree 
ment, and permit cases, normally handled informally, for which formal proceed 
ings had to be undertaken, and the institution of several formal investigation: 
affecting that type of applications. 

‘The major work in process includes, among other things: A large number of 
major route proceedings in the international field, early completion of which it 
is anticipated will lessen the burden of Government subsidy support; 2 major 
investigations affecting service to and within Alaska; cases involving the renewal 
of certificates of 6 local service carriers; 2 major cases involving the merger of 
domestic air carriers; a consolidated proceeding embracing a broad investigation 
into the future operating authority to be granted irregular air carriers; and 3 
major area cases which involve a substantial portion of the domestic route pattern 
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and affect issues of basic importance to the soundness of the domestic trunkline 
system. 

The program for 1955 contemplates continued effort to reduce the docket of 
new route and amendment cases to the extent possible and to complete precedural 
work on renewal of temporary certificates prior to their expiration. The Board 
will continue to expedite proceedings involving voluntary agreements of mergers 
or actuation of assets. In addition it is anticipated that the Board will decide the 
irregular air carrier proceeding, the intra-Alaska investigation and the intra- 
Hawaiian case. 

ACCOUNTING AND STATISTICAL ACTIVITIES 


Summary of work situation and program for the fiscal year 1956 


There follows a table showing certain significant workload items within the 
accounting and statistical activities. To a large extent other work performed 
inder these activities is not conducive to presentation in terms of number of units 


is 954 es 955 esti- 
On | 1953actual| On 1954 esti On 1955 esti On 


hand, hand, mate hand, mate hand, 

June June June June 
< 30 : 30 
ht Re- | Out =. Re- | Out- ana Re- | Out a. 
“< \ceipts| put “™  \ceipts) put yi ceipts| put — 


Audits é 54 28 26 49 21 28 49 
Carrier quarterly reports 638 573 37 | 648 78 680 
Accounting interpretations and 

waivers 2 213 209 ) 250 6 300 
Recurrent statistical reports é 168 125 | 168 28 168 
Reports to international avia- 

tion organizations 4 36 31 ( 31 44 6 31 


The work in this area embraces the collection, validation, and distribution of 
virtually the entire body of factual knowledge available to the Board and the 
publie covering the financial and economic operating results of United States air 
carriers engaging in both domestic and international operations. ‘The discharge 


f 


if these functions involves three basic work programs: (1) the accounting program, 
iucluding the administration of the uniform system of accounts and the audit of 
carrier records; (2) the statistical and reporting programs, including the compila- 
tion and distribution of all basic financial and economic statistics, the preparation 
of periodic reports and special statistical data; and (3) the special studies program, 
including studies essential to the identification, interpretation and forecasting 
of economie trends and developments in the industry. 

The major problems in this area are concerned with the urgent need for modern- 
zation of the accounting and reporting systems; the need for shortening the period 
between audits of the carriers’ records, some of which have not been audited for 
periods ranging up to 6 years and is now made even more acute by the expanding 
scope of audits necessary under Reorganization Plan No. 10; the further develop- 
ment of a program to produce in a central source and by mechanical means a 
greater portion of the statistics needed by the operating staff; and the conduct 
of special studies of major significance in the development of the agency’s 
regulatory program. 

The program for 1955 contemplates: (1) continued effort toward modernization 
f the uniform accounting and reporting systems including more effective and 
uniform accounting controls for all separately regulated operating entities of the 
multiple entity carriers; (2) continued improvement in the field audit program 
by focusing more effort upon development of preventive carrier procedures and 
practices and by improved audit techniques; (3) more effective use of IBM 
equipment for developing statistical data; and (4) further improvement in 
reporting and analytical techniques used in special studies. 


INTERNATIONAL CIVIL AVIATION ACTIVITIES 


Summary of work situation and program for the fiscal year 1956 

The current trend of increase in differences of opinion on the proper interpreta- 
tion and application of the principles, particularly the capacity provisions, em- 
bodied in United States bilateral agreements is expected to continue, and likewise 
the current trend of increasing difficulty in negotiating new agreements containing 
the liberal principles espoused by the United States. For the most part the new 
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agreements to be negotiated are with countries whose aviation policies are in 
conflict with those of the United States and where previous attempts to reach 
agreement have been unsuccessful. 

The work program for the fiscal year 1955 will consist primarily of the formula- 
tion of United States positions for the 1955 economic work program of ICAO and 
preparation for and participation in the negotiation of new agreements and con- 
sultations with foreign governments regarding, (a) the interpretation and applica- 
tion of agreements, and (b) problems not covered by agreements. Of particular 
significance with respect to the workload of this activity in 1955 is the fact that the 
7-year certificates issued in 2 of the Board’s major route decisions, the Pacifi: 
clecision and the South Atlantic decision, expired on July 31, 1953, and August 15, 
1953, respectively. The implementation of the new certificates to be issued as the 
result of the renewal proceedings in these cases may require the revision of a 
number of existing agreements as well as the conclusion of other bilateral arrange- 
ments. This will mean a substantial increase in workload for 1955. 

The inauguration of international services during the fiscal years 1954 and 1955 
by the national carriers of countries with which the United States has recently 
concluded agreements as well as those of some countries with which agreements 
had been concluded in previous years will cause those governments to scrutinize 
more closely the operations of United States carriers. As a result, the capacity 
of United States carriers on competitive route segments will be subject to more 
frequent challenge, and the onus will be on the United States to justify the capacity 
offered. Consequently, the most thorough staff preparation and the greatest 
negotiating effort will be required in the negotiation of, and consultation under, 
air transport agreements in 1955. The success of such negotiations depends 
largely upon the adequacy of staff preparation which prov ides the negotiators 

with information to meet the diverse ane nts of the foreign government and to 
support strongly the United States position. Similarly, the economic problems 
which ICAO will attempt to solve during 1955 are ones on which the member 
states of ICAO hold widely divergent views, and the United States delegation 
must have well-defined and well-supported positions, based on detailed analysis 
and close coordination with other Government agencies and the industry. 








REGULATION OF 





ALASKAN 





CARRIERS 





Summary of work situation and program for the fiscal year 1954 


The table below reflects the major items of workload in connection with the 


regulation of Alaskan earriers during the fiscal years 1953, 1954, and 1955. 
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June June June June 
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Route, service, and other eco- 


nomic cases 47 32 28 51 30 30 51 20 25 4f 
Carrier reports 1 j1, 232 |1, 233 1, 145 {1,145 1,085 |1, 085 
Audits. 6 6 6 5 l 5 2 4 
Letters of registration 21 21 20 20 20 20 


Safet y-enforcement cases 


The Board continues to be faced with certain basic problems in the regulation 
of air transportation in Alaska resulting from the phenomenal growth of the 
Alaskan air transportation system, problems involving substantial duplication 
and overlapping in the overall route pattern and the financial structure of Alaskan 
carriers strained by the constantly expanding need for service. 

The Board has instituted two proceedings, currently in process, the specific 
purpose of which is to attempt to reduce the need for Government assistance 
by route realinements, mergers or revisions in connection with renewals of cer- 
tificates. 

Three of the four certificates of carriers providing States-Alaska service ex- 
pired on December 13, 1953. Into the renewal proceeding the Board consoli- 
dated an investigation of the feasibility of a merger of Alaska Airlines and Pacific 
Northern Airlines. This proceeding has been underway for several months 
and is now in the formal hearing stage. It is expected that the Board will have 
the seope of the States-Alaska services before it for decision by the end of 1954. 
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The second proceeding involving a review of the air services within the Terri- 
ory itself will constitute the most comprehensive examination of the Alaskan 
iir services ever made by the Board It is designed to reduce need for Govern- 
nent assistance by merging carriers, suspending routes, and investigating any 
ind all other aspects of such services toward establishing a sound air transporta- 
tion system in Alaska. The program for 1955 contemplates completion of this 
nvestigation and substantial consummation of resultant adjustments in route 

itterns, tariffs, schedules, and agreements 


HCONOMIC HEARING ACTIVITIES 
Summary of work situation and program for the fiscal year 1955 


The following table reflects the actual and estimated handling of economic 
earing activities during the fiscal years 1953, 1954, and 1955 


Wee 954 esti- ¢ 
1953 actual On 1954 esti On On 


hand, mate hand, hand, 
June June June 
30. d 3 
Re Out ah Re- | Out oy, Out- coh 
ceipts| put “~ lceipts| put ; $s} put one 
1477 225 175 527 2 190 562 


200 90 1) 240 70 260 


Includes 3 hearings in process, embracing 12 dockets Actual totals on hand, as of June 30, 1953, have 


iijusted downward to reflect current judgment as to pending cases which will probably be dismissed 


want of prosecution and to reflect dockets consolidated into other proceedings, Also, because of the 
isually large number of dockets in the large irregular investigation (214 now pending), these dockets, 
i the hearing have been eliminated in the foregoing table 


The major problem in this area continues to be the timelag between initiation 
ff a formal proceeding and the issuance of an initial decision. Although contin- 
g efforts are being made to establish the most efficient and expeditious 
procedures, the current staff assigned to economic hearing activities is inadequate 
) dispose of economic cases on & current basis 
The program for 1955 directs particular attention to priority cases, those 
volving rates, route improvement, intercarrier arrangements to provide through 
ervice, certificate renewal cases, and enforcement cases, which have an important 
bearing upon the economic stability of the carriers and upon the financial outlays 
by the Government in the form of mail compensation 


ECONOMIC ENFORCEMENT 


Summary of work situation and program for the fiscal year 1955 


The following table reflects the actual and estimated handling of economic 
enforcement matters during the fiscal years 1953, 1954, and 1955. 


954 e 955 esti- 
On 1953 actual | On 1954 esti On | 15d esti On 


hand, | hand, | mate hand, | mate hand, 
June - June . June June 
30, Re- | Out- 30, | Re- | Out- 30, | Re- | Out- 30, 


ORD 95: 95 955 
1952 |ceipts| put 1953 lceipts| put 1004 ceipts| put " 


Informal] enforcement cases 117 188 180 125 180 | 170 135 200 

Formal proceedings 25 1 22 34 24 | 18 40 30 

Court actions for enforcement 6 5 4 8 | 4 ll 10 

Investigations 177 143 | 206 ll 150 | 140 124 190 
l 


Special enforcement projects 15 6 7 6 | 6 14 6 


Economic enforcement work falls into five general categories: (1) Informal 
enforcement cases, which involves warning offenders and affording them an 
opportunity to achieve compliance voluntarily; (2) formal administrative pro- 
ceedings, which involves a formal hearing, the issuance of cease and desist ordcrs, 
and the suspension and revocation of economic operating authority; (3) court 
actions for enforcement, which includes the institution and prosecution, in the 
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proper courts, as agent for the Board, of all civil and criminal enforcement pro- 
ceedings and the handling of all related appeals; (4) investigations, which includes 
the initiation, planning and conduct of investigations of alleged or suspected 
violations subject to the Board’s jurisdiction; and (5) special enforcement projects, 
which includes work done on proposed regulations and legislation, cooperation and 
interchange of information with Federal, State, and local agencies and officials. 

The principal deterrent to an effective enforeement program is manifested in 
the inability of the staff to accomplish a sufficient number of enforcement actions. 
Every aspect of the enforcement program has been, and is, grossly inadequate 
when considered in relation to the magnitude of the job to be done. The segment 
of the air-transportation industry of immediate concern to enforcement consists 
of the following (all figures are approximate): 57 certificated carriers, 61 large 
irregular carriers and irregular transport carriers, 70 foreign air carriers, 54 
authorized domestic and international air-freight forwarders, 30 carriers operating 
into the United States pursuant to section 6 (b) of the Air Commerce Act of 1926, 
as amended, over 2,000 air-taxi operators which are subject to some degree of 
economic regulation, numerous Alaskan pilot-owners, and intrastate carriers 
which are, in some instances, engaging in unauthorized interstate air transporta- 
tion. The passage during fiscal 1953 of the amendment to section 411 of the 
act bringing certain practices of ticket agents within the jurisdiction of the Board 
further expanded the industry to be policed, for there are over 600 known agents 
for large irregular carriers, in addition to ticket and cargo agents representing 
certificated carriers For effective enforcement, it is necessary to take formal 
enforcement action against carriers or persons in every major category outlined 
above, which cannot be done with the present staff. Under these circumstances 
present efforts constitute only token enforcement, designed to deter wholesale 
disregard for the act and the Board’s regulations. 

The major objective of the enforcement program for 1955 is to accelerate 
activity to the extent possible with respect to all phases of the established work 
program to the point where enforcement action taken against each category of 
violator will serve as an effective deterrent to others within the same class or 
category, and thereby substantially increase the degree of voluntary compliance 
obtained from the industry as a whole. Stated in terms of type of violation, 
particular emphasis will be placed on financial and managerial practices of car- 
riers which increase their need for subsidy, unlawful interlocking and control 
relationships, unauthorized air freight forwarder activities, operations by 
carriers under section 6 (b) of the Air Commerce Act of 1926, as amended, in 
excess of their authority, air-carrier operations by ticket agents without au- 
thority, unfair and deceptive advertising practices of carriers and their agents, un- 
lawful combinations of carriers, and violations of those Board regulations which 
are designed for the protection of the public. 


SAFETY RULES AND STANDARDS 
Summary of work situation and program for the fiscal year 1955 


The following table reflects the major items of workload, subject to statistical 
presentation, in connection with safety rules and standards 


Estimated Estimated 
nae anit number to be | number to be 
pleted, fiscal completed, completed, 

wear 1088 fiscal year fiscal year 

_— 1954 1955 


Actual num- 


Amendment and additions to civil air regulations 
Proposed amendments and additions to the civil air regula- 
tions (draft releases 





Current developments in civil and military aircraft oy;erations continue to 
present the Board with immediate and continuing problems in the field of safety 
regulation: (a) Development of new regulations and reevaluation of present civil 
air regulations to enable the Board to promulgate revisions necessary to permit 
the greatest use of turbine-powered and helicopter aircraft and yet provide 
adequately for safety; (6) the need for emergency regulations in connection with 
the national security preparedness program will continue to impose additional 
priority workload on this activity; (¢) increasing range, speed, and complexity of 
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aircraft will require continued research into the design of aircraft, aircraft equip- 
ment, and instruments; operating practices; duties and training of flight and 
ground personnel; and development of a stabilized program for general periodic 
revision of all civil air regulations; and (d) assisting in the formulation of proposed 
standards for the use of United States representatives at the International Civil 
Aviation Organization, and implementing pertinent ICAO annexes and amend- 
ments thereto in accordance with established policies and procedures. 

The program for 1955 contemplates continued study and research on the 
immediate and continuing problems and development of necessary regulations 
and standards with special emphasis on those pertaining to the use of turbine- 


powered aircraft. 
SAFETY ENFORCEMENT PROCEEDINGS 


Summary of work situation and program for the fiscal year 1954 


Che following table reflects the actual and estimated handling of safety enforce- 
nent cases for the fiscal years 1952 through 1955: 


1952 1953 1954 1955 


actual | actual | estimate | estimate 


On hand, beginning of fiscal year 203 216 | 164 193 
Receipts (new proceedings initiated) 619 562 619 619 
Output (proceedings closed 606 614 590 590 
On hand, end of fiscal year ‘ 216 164 193 222 


The work program under this activity contemplates the processing of proceed- 
igs with a minimum of delay so that the Government’s program to foster and 
insure safety in civil aviation will not lose its effectiveness as a result of delays in 
the disposition of enforcement cases. 


iT 


ACCIDENT INVESTIGATION AND ANALYSIS 
Summary of work situation and program for the fiseal year 1956 


The following table refleets certain major workload items involved in the 
nvestigation and analysis of airplane accidents: 


OM esti- ¢ et i. 
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Accident reports received !. 4, 158 }2, 315 
Mechanical interruption re- | | 
ports 3, 086 3, 000 | 3, 000 | 
8 (4,297 |4, 233 252 |2,443 2,631 | 64 {1,170 |1, 180 
2 17 19 } 20 20 |} 2} 2 
24 22 13 | 31 31 13 36 36 


ae 


Investigations ? 
Public accident hearings. -. 
Formal accident reports issued _. il 


! Reflects the delegation of small-plane accident investigation authority to CAA, effective Jan. 1, 
1954. Receipt figures for 1954 and 1955 would otherwise have been 4,100 and 4,000, respectively. 
2 Includes investigation of potential hazards. 


The principal problem in this area arises from the increasing difficulty involved 
in the investigation and technical coverage of accidents due largely to the continu- 
ing increasing complexity of modern aeronautical equipment. Also of serious 
concern is the problem of increasing potential aeronautical hazards. 

The program for 1955 contemplates fuller utilization of existing staff through 
organization improvements to permit keeping pace with increasing workload 
resulting from the operational gains made in the use of transport-type aircraft 
and their increased size, speed, and more complex engineering features. Potential 
aeronautical hazards will be investigated at a rate of accomplishment that time 
and funds will permit; however, the more important safety surveys and studies 
for recommendations will be accomplished as in the past. No increase is con- 
templated in the number of public hearings to be held. However, greater use 
will be made of the techniques of special investigations in lieu of hearings, in 
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order to comply with the Board’s statutory requirements. Formal accident 
reports will be released to the public on these proceedings at a pace commensurate 
with available manpower. 


LEGAL STAFF ACTIVITIES 


Summary of work situation and program for the fiscal year 1955 


The table below reflects the actual and estimated handling of major workload 
items under legal staff activities, 


On | 1958actual| On ve eee On 1955 estl- | On 
hand, hand, mate hand, mate hand, 
June June —_ June June 
a. Re Out- 4% Re Out- on Re- Out- | 
~~“ igeipts; put a ceipts) put =: eeipts) put | we 
- 
Litigation cases i ttl 21 21 31 11 25 25 il 25 25 11 
Opinion writing (total cases) 16 76 53 8 66 64 26 66 64 | 26 
Economic regulations—Num- 
ber of amendments and 
change 21 25 26 | 
Reports on pending legislation 70 81 113 38 85 115 8 100 109 | 8 
Civil air regulations—Number | 
ber of amendments and addi- 
tions . : 76 75 : . 75 | 
AOC conference J Ria 32 32 | 32 atneesane 


The major workload problem in legal staff activities involves opinion writing 
work, the bulk of which relates to cases in which a hearing and oral argument 
have been held and where the issuance of opinions is usually required as a matter 
of law, since the Board must set forth the findings on which its decisions are 
based. The primary difficulty in this area lies in the inability of staff assigned 
to the function to handle the workload on a current basis. Essentially, prepara- 
tion of opinions represents final implementation of work performed in other areas 
and determinations by the Board in connection with the basic aspects of its 
economic regulatory activities. To realize the maximum benefits from actions 
by the Board in making route and other adjustments, where feasible, to decrease 
subsidy requirements, it is most important that opinions issue promptly. A 
bottleneck at this point would serve to substantially nullify the effect of increased 
output in other areas. 


The program for 1955 in the opinion-writing area contemplates handling on as 
current a basis as possible, with available staff, the anticipated increase in work- 
load due to Reorganization Plan No. 10 and route cases related to the mail-rate 
program. It is anticipated that the most essential workload pertaining to litiga- 
tion, international matters, research projects and problems with respect to 
Federal-State relations, safety regulations and economic regulations can be 
handled on a relatively current basis 


AIRMAIL SUBSIDIES 


Mr. Gurney. The committee will recall that the Civil Aeronautics 
Act of 1938, as amended, requires the Board to establish the fair 
and reasonable rates of compensation for the carriage of United 
States mail by United States air carriers certificated to engage in 
that form of transportation. The act further requires that the rates 
so fixed by the Board shall reflect the need of each such air carrier 
for compensation sufficient to insure the performance of the service 
it is authorized to provide, and, which together with all other revenue, 
will enable the carrier under honest, economical, and efficient man- 
agement to maintain and continue the development of air trans- 
portation. 

Once a carrier, therefore, has been certificated for the carriage 
of mail, provision of mail pay, including some element of subsidy, 
if necessary within the meaning of the act, is mandatory for the 
duration of the carrier’s operations under its certificate. 
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Subsidy, therefore, has been and is being provided im accordance 
with the law which Congress enacted. | re like to say that I, 
personally, think that the Congress enacted a very good law. 

I might add that I believe a good job has le done in establishing 
an air-transportation system, both domestically and around the 
world. 

| have been a member of the Board only since March 1951, and many 
of the policies and determinations of the Board in implementing the 
subsidy provisions of the law evolved prior to that time. 

Based on my observation during the past 3 years, however, 1 am 
not only fully convinced that Congress was wise in providing for sub- 
sidy but I am also convinced that the delegation of authority by the 
Congress which the subsidy provision of the act in effect represents, 
has been efficiently and wisely administered by the Board. 


REVIEW OF SUBSIDY PROGRAM 


One of the purposes of Reorganization Plan No. 10, to which further 
reference will be made, was to enable the Congress and the President 
to maintain effective review of the subsidy program. . think it is 
appropriate, therefore, at the very outset, to endeavor to place sub- 
sidy in proper pe rspective in terms of the total effect ataben the United 
States Treasury—that is why I wanted to read the first few pages of 
this statement—and the consequent net burden to the taxpayers. 
In considering appropriations to cover subsidies to air carriers, atten- 
tion should also be focused on the revenue which accrues to the benefit 
of the Government from the sale of airmail postage, bearing in mind 
that the public pays considerably more postage for airmail than for 
surface mail, 

Let us look, then, at something in the nature of an overall profit- 
and-loss statement in respect to air-carrier subsidies under Board 
regulation during the 14-year period from 1939 through 1952—-we do 
not have the figures for the calendar 1953—the last vear for which 
post office figures are now available: 


TOTAL AIRMAIL POSTAGE REVENUES SINCE 1939 


(a) Total revenue to the Government from the sale of airmail 
postage amounted during this period to $1,286,557 ,368. 

Chairman Brinaes. How much last year? 

Mr. Gurney. For 1952 it was $152 million. That is the last year 
of this period. Although the Post Office has not yet given us the 
figures, I believe the figures for 1953 will be a little more than $152 
million. 

Senator ELLENDER. Did you compare the subsidies per year? 

Mr. Gurney. Yes. 

Senator ELLENDER. Do you have that for the record? 

Mr. Gurney. Completely, ves, sir, in my statement. 


TOTAL PAYMENTS TO AIR CARRIERS SINCE 1939 


(b) The total amount paid for transportation of airmail, including 
all payments to air carriers, was $956,818,384. 

(c) Over this period, therefore, the total airmail-postage revenue 
was sufficient to cover the entire amount paid for carriage of mail, 
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including subsidy, and to leave $329,738,984 to be applied to the 
handling costs of the Post Office Department. 


TOTAL HANDLING COSTS SINCE 1939 


Over this same period, and under its system of cost allocation, the 
Post Office Department reported its airmail handling costs as totaling 
$548 ,769,057. 

Adding this to the transportation costs, including all payments 
to air carriers, we have a grand total cost of $1,505,587,441. The 
difference between this grand total and the total airmail-postage 
revenue is $219,030,073, and it is only by this amount, an average 
of approximately $15,650,000 per year over the 14-year pericd, that 
the airmail-postage revenue failed to foot the entire bill. 

Senator ELLeENpER. Did you make a breakdown of the receipts as 
against the expenditures for each year? 

Mr. Gurney. Yes, we have that. 

Senator E.uenper. Did all carriers who carried this mail show a 
profit, that is, for the Government? 

Were there any in the red in other words? 

Mr. Gurney. Any of the carriers in the red? Yes, and we paid 
them subsidies. 

Senator E.uenper. You have indicated so far that, as a whole, 
the Government has profited? 


EXCESS OF EXPENDITURES OVER REVENUES SINCE 1939 


Mr. Gurney. No; I have indicated that the Government has lost 
as a whole $219 million over the 14-year period, that is, a loss when 
you only consider the receipts from the sale of airmail stamps and 
then deduct from that $1,286 million what we paid the carriers, and 
the post office handling charges of $548 million. 

We were $219 million short on our postage sales to cover the 
handling costs and payments to the carriers. 

Senator ELLENpDER. Have you a breakdown by years to indicate 
these losses and which companies had the greater losses? 

Mr. Gurney. Yes, we have that here. 

Senator E.itenper. All right, I would like to have it. 

Mr. Gurney. We break down these figures by vears so that you 
know the sales of the post office, and “the handling charges and 
payments to carriers. I can offer for the record at this point, Mr. 
Chairman, a full outline of how these shortages came out over the 
14-year period, that is, $219 million. 

For instance, during the war years there was a profit to the 
Government for five consecutive years starting with 1944. 

The sale of postage stamps more than covered what was paid out to 
the carriers and the handling costs of the post office. If you would 
like to have that for the record, Mr. Chairman, I will be glad to give it 
to you. 

SUMMARY OF REVENUES AND COSTS 


Chairman Brivess. All right, we will make it a part of the record. 
(The information referred to follows: ) 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 1975 


Net tax burden for airline operating subsidies, fiscal years 1939 to 1952, inclusive 


Total, fiscal years 1939-52, inclusive 
Domestic Foreign Total 


Total airmail revenues $841, 805,360 | $444, 752,008 ($1, 286, 557,: 


Less 
Cransportation costs and subsidy payments 550, 892, 812 405, 925, 572 956, 818, 3 
Post office handling costs 410, 280, 115 138, 488, 942 548, 769, 


Total cost to Post Office Department Y61, 172, 927 544, 414, 514 1, 505, 587, 441 
Net tax burden of mail subsidies to air transport industry 
1) Total for 14 years under CAB , 567 99, 662, 506 219, 030, 073 


Average per year 526, 255 7, 118, 750 15, 645, 005 


Summary of airmail revenues and Post Office Department costs including mail-pay 
subsidies—fiscal years 1939 through 1952, inclusive; domestic and foreign airmail 


Transporta- 
Airmail tion and sub- Total cost to 
revenue sidy pay- idk Post Office 
ments ! cost Annual Accumulative 


Post Office Excess, expense over revenue 


Fiseal year handling 


$20, 251, 87 3 $25, 804, O51 3 $9, 07: d $34, 876, $14, 624, 393 $14, 624, 393 
25, 037, ¢ 3 31, 813, 076 3 8, 385, 55 40, 198, 63: 15, 161, 321 29, 785, 714 
33, 230, 25 . , 958 #9, 804, 706 46, O61, 12, 831, 406 42,617, 120 
45, 433, 2: 4 45 3 12, 789, 116 51, 961, }, 528, 633 49, 145, 753 
88, 061, 1: 37, 355, 767 28, 487, 654 65, 843, 22, 217, 699 26, 928, 054 

130, 689, 009 35, 538, 785 44, 186, 193 79, 724, 50, 964, 031 24, 035, 977 

191, 912, 455 , 009, 826 61, 468, 287 108, 478, 11: , 434, 342 107, 319 

126, 509, 161 A , 001 56, 008, 261 104, 712, 26% —21, 706, 899 129, 267, 218 
76, 129, 360 , 254, 748 41, 179, 950 102, 434, 6 26, 305, 338 | —102, 961, 880 

77, 402, 469 , 669, 181 39, 500, 097 136, 169, ¢ 58, 766, 809 44, 195, 071 
91, 080, 978 , 670, 845 48, 092, 278 168, 763, 12% , 682, 145 33, , 074 

101, 454, 162 , 093, 325 50, 837, 019 179, 930, < , 476, 182 111, 963, 256 

126, 731, 771 bs , 696 57, 694, 261 184, 475, 9f 57, 744, 186 169, 707, 442 

152, 634, 211 , 693, 377 81, 263, 465 201, 956, 9, $22, 631 219, 030, 073 


Total 1, 286, 557, 368 3 , 384 548, 769, 057 |1, 505, 587, 441 219, 030, 073 219, 073 


l'ransportation and subsidy payments as allocated in Post Office cost-ascertainment reports with air- 

nail service transportation costs adjusted to reflect retroactive revisions in air carrier mail rates 

2 Post Office handling costs are the difference between the total airmail costs in the cost ascertainment 
reports and the airmail transportation and subsidy costs identifiable in such reports 

’ Transportation payments for the years 1939 through 1942 are slightly understated in comparison with 
later years because transportation costs other than payments to air carriers have not been separately identi- 
fied in the cost ascertainment reports for these earlier years. Consequently, the Post Office handling costs 
shown above for the years 1939-42 may be overstated to the extent that other transportation costs are in 
cluded in total costs shown in cost ascertainment reports 

4 Published cost ascertainment report not available for 1943. Data for that year is estimated at the 
average of 1942 and 1944 


Note.—Post Office cost ascertainment figures for fiscal year 1953 not available. 


Sources: Post Office Department cost ascertainment report and Civil Aeronautics Board records of 
adjusted air carrier mail pay 


COMPARISON OF SURFACE AND AIRMAIL HANDLING COSTS 


Mr. Gurney. We can question, but we cannot in any way prove, 
that possibly the post office handling charges that they assess against 
airmail are pretty high. We are told that the post office says their 
handling costs for surface mail, 3-cent mail, is 2.81 cents per piece, 
while their handling costs on airmail per piece is 4.72 cents; in other 
words, almost 2 cents more for handling airmail than for handling 
surface mail, so we feel that that cost may be a little high. 

In other words, we do not quite agree that it should cost 2 cents 
more to handle airmail than it does surface mail, realizing that this 
is just their handling costs and does not include payments for 
transportation. 
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Senator ELLenpeR. That is for the sale of the stamps? 
Mr. Gurney. And sorting the mail and getting it to the airport, 


just the same as the sale of stamps and getting it to the depot for 


surface mail. 

Senator ELLenpDER. Did you ask the reason why that charge should 
be as much? 

Mr. Gurney. No, we have not done so. We have not thought it 
entirely within our province to do so. We take the Post Office 
figures 

Of the total airmail postage revenue during the 14-year period, 
the difference between the surface mail postage rate and the air- 
mail postage rate, such difference being commonly referred to as the 
airmail “‘surcharge,’’ was $734,298 ,667 

This surcharge represents additional revenue to the Government 
contributed by those who felt that it was worth the extra cost—the 
extra postage—to send mail by air instead of by other means. In 
short, it is revenue produced through use of a premium service, a 
service which were it not for the air transportation industry, would 
be unavailable. 

Now, subtracting the aforesaid surcharge amount of $734,298,667 
from the total airmail postage revenue, we find that the difference— 
$552,258,701-—more than covers the $548,769,057 reported by the 
Post Office Department as its total handling costs. 

Thus, the entire amount of the surcharge can be considered available 
for offset against transportation costs, including all payments to air 
carriers. It is significant to note that over the 14-year period the 
surcharge actually represents 49 percent, or approximately one-half, 
of the grand total cost referred to above. 


RESULTS 





FROM 





FINAL RATE ORDERS ISSUED 





SINCE JULY 1951 





Although fully mindful of its responsibility to give effect to the 
mandate of Congress for development of an adequate air transporta- 
tion system, the record will show that the Board has constantly 
sought, in fixing mail rates, to limit the expenditure of Federal funds 
to the minimum consistent with the objectives of the Congress. The 
following figures reflect the result of 7 mail rate orders issued by 
the Board during the period since July 1, 1951, to March 18, 1954, 
about the same period during which | am been on the Board: 


(a) Net refunds to the Government : ._. $8, 307, 000 
(b) Net future annual reductions from prior rates 11, 977, 000 
(c) Mail pay claimed by carriers for a future year in excess of that 

allowed by the Board_ 16, 622, 000 
(d) Mail pay claimed by the « carriers for past pe sriods in excess of that 

allowed by the Board___-_- tall acai e ite i haat 78, 901, 000 


It should be noted that the seieuaiities of ail pay revenue in 
relation to the air carriers’ total revenue has declined very sub- 
stantially over the years, from 31.5 percent in 1940 to 9.2 percent in 
1953. 

In addition, the average level of mail pay return to the carriers, 
under rates fixed by the Board, has likewise declined substantially. 
Rates applicable to operations during the fiscal year 1951 represented 
a combined average carrier yield per mail ton-mile of $1.55 
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The rates which were forecast in connection with the 1955 estimate 
as applicable to operations in that year represented a combined 
average yield per mail ton-mile of $1.31, a reduction of 24 cents. 

Thus, assuming the same volume of mail, mail pay revenue to the 
carriers for operations in the year 1955 would be approximately 
$25 million less than under the rates which represented the combined 
average ton-mile yield in 1951, only 3 years ago. 


TREND OF SUBSIDY PAYMENTS SINCE 1948 


The proportion of subsidy to total mail payments to air carriers 
also shows a healthy trend. It is estimated that of the total paid to 
the carriers for operations in 1948, subsidy represented 70 percent; 
in 1951, subsidy represented 63 percent; and in 1955, subsidy will 
represent 58 percent of the total, a 12-percent drop from 1948. 

In view of the substantial increase in the volume of operations of 
the more heavily subsidized segments of the industry, this overall 
downward trend is highly encouraging and reflects primarily, of 
course, the substantial progress of the domestic trunkline carriers 
toward complete selfsufficiency. 


RATE-FIXING PROCEDURE 


At this point, it would, I believe, be helpful to review briefly the 
procedures followed by the Board in fixing mail rates. I think this is 
interesting because if goes right to the point of what we are talking 
about; that is, the $73 million that is our request. 

The mail rate for each carrier is determined pursuant to the act only 
after opportunity for notice and hearing and is subject to judic ial 
review in the normal course. Most mail-rate cases are processed by 
informal conferences with representatives of the carrier, the Post 
Office Department, and the Board, although at any given time some 
cases are being tried formally before the Board and its hearing 
examiners. 

The conference procedure, which is detailed in the Board’s pub- 
lished rules of practice, has proven to be an economical and efficient 
method of narrowing areas of conflict and expediting the necessary 
soard determinations. 

Whether the informal conference procedure or the formal hearing 
procedure is utilized, no mail rate is finalized without opportunity for 
objection by interested parties, including the Postmaster General, 
and the observance of all statutory procedural and substantive 
requirements. 

Since by their certificates of pubic convenience and necessity air 
carriers are required to render adequate mail service in conformance 
with regulations of the Postmaster General, they are entitled to 
reasonable compensation for the service of carrying the mail. 

The necessity for subsidy arises in those cases where, after being 
compensated for the service of carrying the mail an air carrier would 
remain in a loss position because the revenues from commercial 
operations would not be sufficient to meet the costs thereof and 
provide the carrier with a return on its investment sufficient to cover 
its capital costs. 
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POLICY ON SUBSIDY RATE 


The policy of the Board has been to establish a subsidy rate, where 
required, in an amount sufficient to (1) cover the carrier’s operating 
loss incurred under honest, economical and efficient management 
and (2) provide it an opportunity to earn a fair return (after taxes) 
on the investment used and useful in the carrier’s air transportation 
services. 

Neither the act nor the Board guarantees that each carrier will 
earn a fair profit but the carriers are provided reasonable opportunity 
to do so. 

The total amount of the subsidy in any given case depends upon 
the volume of service and extent to which the revenues of the carrier 
from all commercial sources (including the service mail payment from 
the Postmaster General) fail to meet its prudently incurred operating 
costs. 

Therefore, the basic determinations in mail-rate cases involve (1) 
reasonableness of capacity operated, (2) reasonableness of costs, (3) 
the proper investment base to be recognized for rate purposes; and 
(4) amount of revenue to be recognized for rate purposes. 


CARRIERS DEALT WITH SEPARATELY 


Senator ELLenpER. Do you deal with each carrier separately, or 
do you agree in advance what the amount, let us say, per pound will 
be to carry it per mile? 

Mr. Gurney. We have in the past and always will deal with each 
carrier separately. 

Senator ELLtenper. Is there much difference in the carrying charge 
on the weight basis and per mile basis for different carriers? 

Mr. Gurney. Yes. 

Senator ELLENDER. Why is that? 

Mr. Gurney. We never had a uniform postal rate domestically or 
internationally. It is based on these factors that I just talked about— 
operating need and loss in accordance with the law, and fair return. 
for instance, prior to Reorganization Plan No. 10 each carrier had 
an overall rate to cover the carriage of mail and to cover subsidies, 
if any, and it was all in one figure. I do not remember the highest 
rate, but we have the average here as I mentioned, of $1.31 in 1955 
as against an average rate of $1.55 in 1951. 


MAIL PAY RATE OF DOMESTIC TRUNKLINES 
As for the domestic trunklines, at the moment. their mail rate 
is open, but the Big Four had been getting prior to April 1, 45 


cents per ton-mile. 


RELATIONSHIP OF POST OFFICE CHARGES 


Senator ELLENpDeER. In reaching a conclusion as to the amount of 
subsidy to be paid, the Board must necessarily consider the charges 
that are made by the post office itself in order to handle that mail; 
am I correct in that? 

Mr. Gurney. No. 

Senator ELLENDER. Why not? 
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Mr. Gurney. You mean what the post office pays the carrier? 

Senator ELLENDER. No. For instance, you have here in a column 
on this table you have given us the total cost to the post office for 
handling the mail, that is, to stamp it, to sell the stamps, and then 
deliver the mail. 

Mr. Gurney. That money is appropriated to the post office by 
this committee. It does not come into our appropriation. 

Senator Exiutenper. I understand that, but in considering the 
amount of subsidy, do you not also take into consideration that cost? 

Mr. Gurney. The handling cost of the post office? No, because 
the handling costs of the post office do not affect what a carrier might 
need as subsidy. 

Senator ELLENDER. I would like to call to your attention—you 
may have noticed it before—in this table you have presented us you 
have airmail revenue, let us say, for the fiscal year 1943. The airmail 
revenue means the sale of stamps? 

Mr. Gurney. That is right. 


1948 AIRMAIL REVENUE COMPARED WITH 1949 


Senator E.LenpeER. In that year, 1943, the airmail revenue was 
$88,061,120 and the excess revenue in next to the last column shows 
a net profit, $22,217,699, to the Government. 

Mr. Gurney. No; that was a loss in that year of $22 million. 

Senator ELLENDER. No; that was a profit. 

Mr. Gurney. That is right. That is the first war year. 

Senator ELLenpeER. In other words, from the sale of $88 million 
plus of airmail revenue, you showed a profit of a little over $22 million 
and you dropped down to 1949 where your sale was $91,080,975, just 
$3 million over that year, and you showed a loss of $77,682,145 
How do you account for that? 

Why should there be a profit of $22 million from the sale of $88 
million and a loss of $77 million with a sale of $91 million? 

Mr. Gurney. I want our Rates Division man, Mr. Irving Roth, 
to answer that completely. However, local service carriers were all 
certificated after the war. I believe in 1946, they started and also 
other lines were extended, Senator. 

Senator ELLenper. All right, let us take a case in 1948 then, after 
the war, so that you can tell us about that period. In 1948 your 
airmail revenue was $77 million plus. Your losses were $58 million 
plus, almost $59 million. 

Then you dropped down to 1949 where your sales were $91,080,000 
and your losses were $77 million. In 2 years there you have a great 
difference in losses in contrast to the sale of the stamps. You said 
awhile ago that the cost of handling the letters was a little over 4 
cents in contrast to the local mail and there must necessarily be other 
costs that you have not given us. 

Mr. Gurney. May I ask Mr. Irving Roth to answer you that 
question in a concise manner? 

Mr. Motuiaan. I will answer it. 

Mr. Gurney. Mr. Mulligan. 
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FACTORS INFLUENCING PROFITS AND LOSSES 


Mr. Muuiiean. The answer, Senator, largely results from the 
interplay of a number of different factors. One factor is mail volume. 
One factor is the average ton-mile yield to the carrier under rates 
fixed by the Board. 

Another factor, and an important one, is the post office handling 
cost. During the war years for which the profit figures show, there 
was a very substantial increase in mail volume. 

Senator ELLENDER. How could there be when the sale of stamps 
does not indicate that? 


AIRMALL REVENUES SINCE 1948 


Take 1943, for instance, during the war. The sale of the stamps 
there amounted to $88 million compared to $77 million in 1948, and 
there is a difference there in the handling charge of $20 million. 

Mr. Murugan. That is right, Senator. But you will notice that 
in 1943 the total postage revenue was $88 million. In 1944 it jumped 
to $130 million. In 1945 to $191 million, and in 1946 it was $126 
million. 

Senator E.Lenper. And your profits increased proportionately 
during those years. 

Mr. Mutuiiean. Yes, and in 1947 the total postage revenue dropped 
very substantially to $76 million, in 1948 it was $77 million, and in 
1949 $91 million. 

Senator ELLENDER. Since it increased in 1949, should not the 


figure have been much less because in 1948 your airmail revenue was 
$77.5 million and your losses were $58 million and in 1949 the sales 
were $91 million and your losses were $77 million? 

How do you account for that? 


ANALYSIS OF TOTAL POSTAL REVENUE 


Mr. Muuuican. If I may, sir, 1 would like to offer some compari- 
sons or analysis of the total postage revenue. Suppose we take 1944, 
one of the profit years. We find in that year of the total postage 
revenue the payments to air carriers, including subsidy, represented 
23.9 percent of that total revenue. The post office handling costs 
represented 33.8 percent. Coming down to 1947, the first loss year 
following the war we find that the payments to air carriers, including 
subsidy, represented 74.9 percent of that total revenue, a substantial 
increase. 

We also find the post office handling cost represented 54 percent, 
likewise a substantial increase. 

Senator ELLENDER. When you say the volume of mail increases, 
do you mean the increase in the airmail, or overall increase? 

Mr. Muuuiean. I mean the increase in airmail. Senator, I think 
if you looked at this chart it would be helpful. 

Senator ELLENDER. I have before me a table and since the witness 
stated that the charge to handle this mail was in the neighborhood of 
4 cents per letter, I must say it does not seem to jibe with the handling 
of the mail on a yearly basis. Take, for instance, 1949 where the 
revenue from airmail stamps was $91 million plus. I assume that the 
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stamps that were purchased during that year were used for airmail 
purposes. 

Mr. MuLuiaan. Yes, sir. 

Senator ELLENDER. In 1949 your losses were $77 million. 

Mr. Mutuiean. That is right. 

Senator ELLENDER. The next year you had an increase in the sale 
of stamps of about $10 million, but your loss was $78 million. 

Mr. Gurney. That is right. 

Senator ELLENDER. It should have been much less than that. 

Mr. Mutuiean. No, sir; because if you will just look at this chart 
you will see that during the period beginning in 1946 the mail-pay 
rates were high. 

This chart, Senator, shows that beginning in 1946 the average 
ton-mile yield to the carriers was going up very substantially. At the 
same time, the volume of mail was coming down. You will see the 
dotted mail ton-mile line coming down to almost meet the average 
ton-mile yield line. 

Senator ELLeNprER. How could the volume come down if you were 
selling more stamps? 

In other words, do you not measure the volume of your mail by the 
number of stamps purchased? 

Mr. Muuuiean. No, sir; the volume of the mail from our standpoint 
is the mail ton-miles operated by the carriers. The sale of stamps 
will not necessarily follow in direct proportion with the mail ton-mile. 
Actually, the total airmail postage revenue is revenue for first-class 
letter mail, air parcel post, and the like, without regard to distance 
so that the total mail volume expressed in mail ton-miles will not 
necessarily follow the same trend as total postage revenue. Over the 
14-year period it just has not done so. 

Senator E1LeENDER. I guess that is too deep for me. 

Mr. Gurney. Let me ask Mr. Roth to see if he can get this a little 
more plain. 

Mr. Roru. I think there are a few additional factors, Senator. 
First, when you look at the war years in which the table shows a very 
substantial profit to the Government out of the airmail service, you 
do not have figures comparable to the more recent years from this 
standpoint: during the war the airmail system was primarily a domes- 
tic system. You had very few international routes in operation. 
The major international routes were developed beginning in 1946 and 
subsequent years, so that during the war you were talking primarily 
about domestic operations. 


FACTORS ATTRIBUTING TO POSTWAR SUBSIDY INCREASES 


In the postwar years subsidies increased very sharply due to various 
complicated factors. 

Mr. Gurney. Due to the increase in foreign mileage of our United 
States lines and also due to the fact that many loc al service carriers 
started to come into being right after the war. 

Mr. Rorn. That is correct. 

Senator ExLenper. Then can you tell us to what extent has the 
mail volume increased in the foreign field, that is, foreign mail delivery? 

Mr. Rors. We can furnish figures for the record on the volume of 
mail for each year. 
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Senator ELLeNpDER. Would you say that is the cause of this differ- 
ence that I have been pointing out here? 

Mr. Roru. | think the biggest single cause is the fact that in the 
postwar period starting in 1946 you get large amounts of subsidies 
added into the picture with respect to international carriers. 

For example, for 1955 we estimate that the subsidy related to oper- 
ations outside of continental United States is $50 million, out of the 
tota!. Second, the next largest group of carriers for which we request 
subsidies is the local service carriers for whom we estimate the subsidy 
requirement will be roughly $24 million, so that for those 2 groups you 
are talking of $70 million of the total subsidy. 

To all intents and purposes there was no significant amount of 
subsidy paid to those carriers during the war years when this table 
shows a big profit to the Government. There was no local service 
industry whatever until the postwar period. 

Likewise, the only international operation that remained on a com- 
mercial basis after Pearl Harbor was the Latin American service of 
Pan American World Airways. Pan American had already been 
flying and also their 50 percent subsidiary, Pan American Grace Air- 
ways. Pan American before the war had started operating across the 
Pacific and across the Atlantic with a few schedules per week. How- 
ever, shortly after Pearl Harbor those operations were basically 
militarized, that is, they were taken over by either the Army or Navy 
and any profit or loss from those operations in effect represented a 
profit or loss of a Government operation. 

In other words, Pan American was the contractor for the United 
States Government. 

While Pan American flew the Atlantic and the Pacific during the 
war years for the United States Government as a contractor, there 
was no charge to the Post Office Department for the heavy volumes 
of mail that were carried across the Atlantic and Pacific oceans, the 
theory being that since it was just a matter of taking the funds out of 
one Government pocket and putting the funds into another, no charge 
would be made. 

The airmail postage, as I understand it, that got up to its peak of 
$191 million in 1945 includes the postage related to letters that were 
flown on Pan American trips to Europe, but the Post Office did not 
pay Pan American any money during the war years until somewhere 
near the end of war when the operations were demilitarized and went 
back to a commercial basis. 

Then the Post Office had to resume payments again. I believe 
that was sometime in 1945, but in 1944, for example, it is my under- 
standing that the Post Office Department was getting the service 
gratis from the military agencies to the extent that mail was trans- 
ported, but the Post Office did have the benefit of all of these postage 
revenues. 

I think that is one of the reasons that exaggerates the picture and 
shows a high profit during the war when you have the revenue, but 
not much cost. 


DISPARITY IN REVENUE AND LOSSES SINCE WAR 


Senator Ettenper. You can forget about these war profits, as I 
pointed out. Since the war you have this big disparity between the 
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airmail revenue and the losses, as I have just pointed out, with the 
amount of stamps sold. 

By contrast, for instance, you have here on the chart in 1949 $91 
million and your losses were $77 million, and the next year your sales 
were $101 million and your losses $78 million. 

Mr. Roru. I think the answer is severalfold: First, that subsidies 
were going up during those years and, second, there are factors over 
which the Board has no control, such as the rates of pay by the Post 
Office Department to its own employees. 

If they gave a cost-of-living increase to all of their employees, that 
would increase their handling costs and could very well account for 
a greater loss on the postal operations for that period if the postage 
rate did not go up. 

Senator ELtenper. That does not apply then to 1951 because you 
handled $126 million in 1951 and the loss was $57 million. 

Mr. Gurney. It happened to be that year. 

Senator ELLENpmR. I say the reason that he is now attributing to 
that does not seem to work in every case. I will not pursue it further. 
I believe it is something that the Board ought to look further into 
in order to determine how much subsidy to pay and how much you 
are charged by the Post Office Department. 

There seems to be too much variance there in the handling charges. 

Mr. Gurney. The handling charge of the Post Office does not come 
in as a factor in figuring out the mail rate to the carrier, nor does it 
come in as a factor in figuring out the subsidy to a carrier. 

I will bring the two Senators up to date. I will resume my state- 
ment a little prior to the point that occasioned Senator Ellender’s 
inquiry. 

BOARD POLICY 


The policy of the Board has been to establish a subsidy rate, where 
required, in an amount sufficient to (1) cover the carrier’s operating 
loss incurred under honest, economical, and efficient management, and 
(2) provide it an opportunity to earn a fair return (after taxes) on the 
investment used and useful in the carrier’s air transportation services. 

Neither the act nor the Board guarantees that each carrier will earn 
a fair profit but the carriers are provided reasonable opportunity to 
do so. 

The total amount of the subsidy in any given case depends upon 
the volume of service and extent to which the revenues of the carrier 
from all commercial sources (including the service-mail payment from 
the Postmaster General) fail to meet its prudently incurred operating 
costs. Therefore, the basic determinations in mail-rate cases involve 
(1) reasonableness of capacity operated, number of flights in relation 
to traffic available, \2) reasonableness of costs, (3) the proper invest- 
ment base to be recognized for rate purposes, and (4) amount of reve- 
nue to be recognized for rate purposes. 

While the Board has no power to limit the number of schedules 
operated by a certificated air carrier, it can refuse to provide subsidy 
for schedules instituted by management which, from a business stand- 
point, do not appear to carry any hope of being profitable or are 
otherwise not justified. 
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In many instances the Board has decreased the subsidy which would 
otherwise be required by refusing to underwrite nonproductive opera- 
tions over various segments of a carrier’s routes. 


COMPARISON OF CARRIERS’ EXPENSES 


One important technique employed in determining the reasonable- 
ness of costs is the comparison of the expenses of any given carrier 
with those of like carriers. Where one carrier’s costs exceed those of 
comparable carriers, the excess will not be recognized by the Board 
unless there may be circumstances which clearly justify doing so. 

Apart from costs not allowed as the result of application of the 
comparative technique, various other expenses are not allowed based 
upon differing considerations. For example, it is the firm rule of the 
Board that expenses in the nature of charitable contributions, costs of 
entertainment, or excessive salaries will not be underwritten with 
subsidy. 

Finally, the Board has followed the rule of applying revenues 
derived from activities incidental to air carriage to reduce the subsidy 
requirements of air carriers. In the case of profits earned by carriers 
for services performed in the Korean airlift, as an illustration, the 
amount of such profit has been accounted for in determining the 
subsidy required by such carrier and the subsidy is correspondingly 
decreased 

Net revenues from other types of transactions, such as charters and 
sales of aircraft and equipment, fixed base activities, airport conces- 
sions, and so forth, have long been similarly applied in determining a 
carrier’s subsidy requirement. 


It is also the Board’s policy to maintain a continuing review of the 
financial results of each carrier operating under a final mail rate, so 
as to permit reduction of the rate itself where a decreasing subsidy 
requirement is indicated. 


AVERAGE MAIL RATE OF BIG FOUR CARRIERS 


I will pause there to say when I came to the Board 3 years ago the 
average rate of the Big Four carriers—American, Eastern, TWA, 
United—was above 70 cents. It has been since 1951, 45 cents per 
ton-mile. 

In the fiscal year 1952 the Board, on its own initiative, reopened 
the rates of 7 domestic trunkline carriers and subsequently established 
lower mail rates for each carrier effective as of the dates of reopening 
which is estimated to have cut the subsidy bill-by approximately 
$2 million annually. 


SERVICE-MAIL RATES TO DOMESTIC TRUNKLINE CARRIERS REOPENED 


This process of review is not limited to subsidy carriers. In fact, 
by an order of March 22, 1954, the Board, again acting on its own 
initiative, reopened, as of April 1, 1954, the service-mail rates payable 
by the Postmaster General to the 13 domestic trunkline carriers certifi- 
cated for the carriage of mail. It is anticipated that the result will be 
the redetermination of final service rates for these 13 carriers under an 
appropriate uniform rate structure that will prove satisfactory in 
operation and fair and reasonable to all parties. 
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The proceeding in process now is to have a uniform rate. Every 
trunkline carrier will obtain the same compensation for any given 
shipment, regardless of whether a small carrier or a big carrier. There 
will be uniform rates. That is the purpose of the proceeding that is 
coing on now. The mail rates were opened for all the 13 domestic 
trunkline carriers on April 1. 

Senator ELLENDER. That is irrespective of the mileage covered? 

Mr. Gurney. No; the rate per ton-mile. 

Mr. Roru. That is for any given shipment of mail regardless of 
which carrier hauls it between two cities, there would be an identical 
payment. 

Mr. Gurney. For the same number of miles. This case involves 
revision of the rate structure of the entire domestic trunkline industry 
as well as revision of the service rate level of all 13 carriers. In scope 
and number of carriers involved, it is the most complex rate case in 
the Board’s history. 

Before proceeding further, I should like to address myself to certain 
points with respect to which statements appearing in the press sirice 
passage of the bill by the House indicate that confusion may exist. 


COMPARISON OF 1955 WITH 1954 ESTIMATED SUBSIDIES 


Kirst, the record should be clear that the Board’s estimate for 
subsidy attributable to operations during 1955 is $80,252,000—not 
$138,712,000. The latter figure is the Board’s estimate of total mail 
pay to the carriers and includes $58,460,000 representing service pay. 

Secondly, the 1955 estimate for subsidy is not, as some press 
accounts would have it, “soaring to an all-time high.’ On the 
contrary, the 1955 estimate as presented to Congress is $403,000 less 
than the estimate of subsidy for 1954. True, in relation to the total 
this reduction is not large. Nevertheless, it is a reduction, not an 
increase, and we hope that it will be the forerunner of much larger 
reductions in ensuing years. 


AUDITING CARRIER’S ACCOUNTS 


The question has also been raised as to the adequacy of the Board’s 
program for auditing the carrier’s accounts and this is a matter very 
properly of significant interest to the Congress. As is the case in all 
areas of its activities, the resources of the Board available for con- 
ducting audits are limited. 

Within that limit, however, the Board has sought to maintain 
and believes that it has maintained an audit program which is both 
adequately comprehensive and reasonably current. 

Moreover, the audit program has been closely coordinated with the 
processing of individual rate cases. For example, in the pending 
transatlantic mail rate case the findings of the field audits staff were 
directly responsible for specific disallowances proposed by the Board’s 
rate staff amounting to approximately $2,700,000. 

As testified in the hearings before the House Committee, the 
Board’s field audits do not include examination of the books of the 
subsidiaries or affiliates of the air carriers. However, all transactions 
between the carrier and its subsidiaries or affiliates are examined in 
sufficient detail to reveal the nature and purpose of such transactions 
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and to validate the amounts involved. The scope of these examina- 
tions is designed to protect the Government against agreements, 
transactions or operating relationships which would benefit the 
subsidiary or affiliate at the expense of the carrier and therefore 
impose an extra burden upon the subsidy requirements of the carrier. 

































EXCLUSIONS FROM INVESTMENT BASE 












Moreover, in establishing mail rates, the Board has consistently, 
excluded from the investment base of each air carrier any amounts 
which the carriers have invested in other air carri2rs or in other 
companies whose principal business is not the furnishing of services 
which are a necessary part of the operations of the air carrier whose 
rates are being established. By eliminating such investments from 
the rate base and eliminating from the “break even need’’ any losses 
resulting from such investments, the Board has effectively insured 
against the possibility of the investment in subsidiaries or affiliates 
constituting a burden on the subsidy. 

In addition, it is a general rule of the Board that where the affiliated 
companies perform services for the air carrier, only the properly 
incurred costs are recognizable in fixing the subsidy rate for the air 
carrier. 

Thus, in various cases, the profit element in the charge from the 
affiliated company to the air carrier has been disallowed. To the 
extent that this principle results in the air carriers’ obtaining services 
from affiliates at a charge which is lower than those which would be 
paid if an outside party had done the work, the subsidy burden of the 
Government is decreased proportionately. 





TRANSATLANTIC FINAL MAIL RATE CASE 
























The questions of whether the income of the air carrier in the form 
of dividends or interest income from investments in affiliated com- 
panies may properly be taken as a reduction of a carrier’s need is at 
issue in the pending transatlantic final mail rate case. 

In that case, the staff of the Board has taken the position that net 
revenues from this source (over and above related operating costs 
including capital costs) should be properly utilized in reduction of 
the subsidy requirement of the air carrier. 

I should now like to turn to the estimate for 1955. As mentioned 
earlier, and as the committee is, of course, aware, 1955 is the first 
year for which the Congress is being requested to separately appro- 
priate funds specifically identified as subsidy. 

Previously, a single appropriation was made to the Post Office 
Department for ‘Transportation of mails’? which included an esti- 
mate of the total to be paid air carriers and which im turn included 
the subsidy element. 

Identification of the service and subsidy elements in mail payments 
was first made by the Board for the domestic air carriers in its Sep- 
tember 1951 report separating these elements for administrative 
purposes. Similar identification was made for the United States 
international, overseas and Territorial air carriers in June 1952. 

Revisions of such reports covering all of the United States certifi- 
cated air carriers have been released annually since 1951. The most 
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recent annual revision, published in September 1953, included the 
estimated service mail pay and subsidy for each carrier for the fiscal 
year 1955 as well as similar data for the 4 preceding fiscal years. 


SEPARATION OF SERVICE AND SUBSIDY ELEMENTS 


Formal separation of the service and subsidy elements of airmail 
pay was effected by Reorganization Plan No. 10 of 1953, which became 
law August 1, 1953. U nder that plan, effective October 1, 1953, the 
Postmaster General is responsible for payment only of service mail 
pay, at rates established by the Board and the Board is responsible 
for payment, out of appropriations to be made for that purpose, of 
the subsidy element. Pursuant to the plan, the Board established on 
September 16, 1953, the service rates for payment by the Postmaster 
General, and has carried out the function of payment of the subsidy 
since October 1, 1953 


BASES OF ESTIMATED SUBSIDY FOR 1955 


The estimate of the appropriation required for payment of subsidy 
mail pay for the fiscal year 1955 is based directly upon the data and 
assumptions shown in the administrative subsidy separation report 
of September 1953. That report reflects the total amount of subsidy 
estimated as a result of air-carrier operations during 1955 to be 
$80,252,000. 

However, the proposed appropriation language contempl: utes an 
appropriation of the continuing or “‘no-year”’ type on an “expenditure” 
basis. Under present procedures, carriers submit their claims monthly 
and immediately following the close of the month to which the 
claim relates. 

Thus, of the total amount attributable to operations during 1955, 
only eleven-twelfths, approximately, of the total will actually be dis- 
bursed and the appropriation estimate was accordingly reduced to 
$73 million. The unexpended amount due the carriers for opera- 
tions during 1954 will be provided from the funds transferred to the 
Board from the Post Office Department during the current year. 


COMMENTS ON HOUSE ALLOWANCE 


As this committee is aware, the House bill, as amended on the 
floor, provides only $40 million for payments to air carriers in 1955, 
and is $33 million short. It is understood that this action was taken 
on the theory that such amount, together with the estimated carry- 
over from 1954, would enable the Board to disburse payments to 
carriers through the month of February 1955, by which time the 
Board would have presented additional testimony as to the exact 
effect of certain Supreme Court decisions which were handed down 
since construction of the 1955 estimate and subsequent to the Board’s 
hearing before the House committee. 


WESTERN AIR LINES CASE 


These decisions construed the “need” provision of section 406 of 
the act more narrowly than had the Board. In the Western Air Lines 
case, one of the Supreme Court cases, the Court upheld the Board’s 
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position that, contrary to the contention of Western, all the profit 
realized from the sale of one of its routes and related equipment to 
United was revenue incidental to air transportation and as such, could 
and should be taken into consideration in arriving at the “need” of 
the carrier. That is where they upheld the Board. 

Hence the decision affirmed the action of the Board in applying the 


profit of $652,000 from the sale of equipment to reduce the mail-pay 


compensation that would otherwise be due the carrier. The Court, 
however, disagreed with the Board that, upon the particular findings 
of record, the profit from the sale of the route itself could be left un- 
subtracted from the total amount of compensation otherwise due the 
carrier. 

CHICAGO & SOUTHERN CASE 


With respect to the Chicago & Southern case, the Supreme Court, 
while not taking issue with the broad economic objectives which the 
Board sought to accomplish by its decision in that case, held that the 
‘‘need ’’provision must be applied to a carrier as a whole and not merely 
to a particular division of its operations. 

The Court’s decision in this case holds, in effect, that where an air 
carrier has two or more operating divisions, “excess” earnings of one 
division must be used to reduce the subsidy requirements of the 
other division or divisions in fixing its overall final mail rate. It is 
this decision of the Court which will require the Board to reexamine 
the situation with respect to a few carriers for past periods as well as 
future periods covered by some cases now pending. 


EFFECT OF DECISION 


A table has been prepared for the committee’s information regard- 
ing the possible effect of this decision, carrier by carrier. 

Chairman Briners. That table will be made a part of the record. 

(The table referred to follows:) 
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NUMBER OF CARRIERS AFFECTED BY COURT DECISION 


Mr. Gurney. It will be noted that the decision has no application 
to 32 carriers which do not operate more than 1 division; that of the 
12 carriers which do operate more than 1 division, the Board, even 
prior to the Court’s decision, had established a single system rate for 
5. There remain, therefore, only seven carriers with respect to whose 
rates the decision must be taken into account. 

It should be clearly understood that this will require considerable 
time. There are many factual and other issues which can be resolved 
only through formal proceedings, such as the transatlantic mail-rate 
case now going on, from which litigation in some cases very likely will 
ensue. It will require many months at the very minimum to arrive 
at any accurate approximation of the dollar savings to the Gov- 
ernment. 

On the basis of all information now available, it is believed that by 
far the major part of savings which may accrue as a result of the 
Supreme Court decision will relate to appropriations for years prior 
to 1955 and, further, that the decision will have little or no net effect 
on the total estimate for 1955. 


AIRLINES OPERATING WITHOUT SUBSIDIES 


Chairman BripGes. On this list here, Senator Gurney, I do not see 
the names of American, or Eastern, or United. 

Mr. Gurney. The reason is that American and United operate as 
one carrier and they are operating now, of course, on no subsidy 


and have been for quite some time. 

Chairman Bripees. That is the point I wanted to bring out. 
We have outstanding lines in the country that do operate without 
subsidies. What are those lines that operate without subsidies or 
other help from the Government? 

Mr. Gurney. The Big Four—United, American, Transworld Air- 
lines, Eastern Airlines—and, as to domestic operations, Braniff, 
Capital, Delta, Western, National, and Northwest. All the trunk- 
lines in the United States except three operate without subsidy. 

Chairman Bripces. What are the three? 

Mr. Gurney. The Continental Airlines that runs from Denver 
down into Texas, Northeast Airlines from the New England States, 
and the Colonial Airlines which operates from Canada to Burmuda 
and down to New York. 


SERVICE MAIL PAYMENTS 


Chairman BripaGrs. In the listing here on this sheet, which you 
have given out, I see that Braniff and Transworld apparently received 
none. What is this payment, just a mail payment? 

Mr. Gurney. Service mail payments. 

Chairman Brinces. No subsidy? 

Mr. Gurney. That is right. 

Chairman Bripaes. Braniff is listed as getting some. 

Mr. Gurney. On Transworld, Mr. Chairman, they of course 
are subsidized internationally. Domestically they are not subsidized. 

Chairman Brinces. That is the Braniff overseas operation? 
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BRANIFF’S MAIL RATE CASE 


Mr. Gurney. Braniff’s mail rate is presently open, but will be 
closed rather soon. They do get a small subsidy. I should not say 
small. I think the proposal is under a million dollars for subsidy 
per year in the United States. Internationally Braniff is quite 
heavily subsidized 

Chairman BripGes. You listed Braniff as one of those getting no 
subsidy. As a matter of fact, they do, do they not? 

Mr. Gurney. Yes, internationally. 

Chairman Bripges. Is this internationally? 

Mr. Gurney. Of the domestic trunklines, only three get a subsidy 

Chairman Bripees. Your document states, “Domestic trunks 
on subsidy).’’ Number 1 is Braniff. It shows that they get a 
$500,000 subsidy. 

Mr. Rorn. May I explain that, Senator? 

Chairman BrinGrs. Certainly. 

Mr. Ror. Today Braniff is getting no subsidy, but they are on an 
open mail rate and they undoubtedly will get subsidy when the final 
rate is established and that is the only reason for the conflict between 
the two statements. 

They are not vet receiving the subsidy, but they will probably get 
il shortly. 

METHOD OF FIXING PAYMENT TO TRANSWORLD 


Senator ELLeENDER. How do you fix the amount to be paid for this 
mail, say, for Transworld where they received $5,513,000? Do you 
pay them so much a pound or what? How do you reach that figure? 

Mr. Rorn. You refer, sir, to the international operations? 

Senator ELLENDER. You have domestic trunklines here, I notice, 
on your sheet, wherein the amount paid for United States mail is 
$5,513,000. 

Mr. Rorns. That is computed at the rate of 45 cents per mail ton- 
mile transported by 'TWA’s domestic system. 

Senator ELLENDER. Are there any losses sustained by our Govern- 
ment in this matter? 


GOVERNMENT PROFIT ON MAIL HANDLED 


Mr. Rorn. I feel very confident that the Government would 
actually have a profit on the mail handled by that carrier at that 
45-cent rate, but I do not believe the Post Office Department or the 
Civil Aeronautics Board has a breakdown of the profit and loss of the 
Post Office by individual carriers. 

Senator ELLENDER. In other words, for the handling of that mail, 
from the time it is delivered in the mailbox and transported by 
Transworld, it does not cost the Government anything. We get all 
that money back? 

Mr. Rorn. I clearly think the Government has a profit out of that 
operation. 

Senator ELLENDER. And that holds true for Northwest and Delta? 

Mr. Rorn. Yes, sir; on the domestic operation. 

Senator ELLeNpER. No subsidy? 

Mr. Rortu. On the domestic, that is absolutely correct. 
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Mr. Gurney. If Transworld, for instance, got more pounds of 
mail and carried it further, that amount would go up. If they got 
less it would go down. However , there still would not be any sub- 
sidy coming to them. That amount is figured entirely by the volume 
and the le ngth of the carriage of the mail that the Post Office gives 
them. 

BASIC UNIT IN COMPUTING PAYMENT 


Senator ELLenpER. When you say 45 cents, what is the basic 
unit used in computing that payment? Is it a pound, a ton, or what? 
What is the basis? 

Mr. Rorn. Per ton-mile, which is each ton moved 1 mile. 

Senator Smits. Senator Gurney, referring to appendix 1 in your 

Civil Aeronautics Board book here entitled- 

“Administrative Separation of Subsidy From Total Mail Payments to United 
States Air Carriers,” 

the rate for fiscal year 1951 on those four which you say do not get 
any subsidies is 45 cents? 

Mr. Gurney. That is right. 

Senator Smirx. Group 1l—as I understand this, they have combined 
and are in one company—has a 53-cent rate. What is the difference? 


COMPENSATORY RATE FOR LONG-HAUL CARRIER 


Mr. Gurney. It is worth more to carry more in smaller amounts 
shorter distances. The top group, the Big Four carriers, get the 
largest volume of mail and carry it a long distance and it is cheaper. 
That is a compensatory rate for the long-haul carrier, with large 
volume. The other group has comparatively short routes and less 
mail, and that is why we said that we should establish these carriers 
in groups, and for administrative purposes we set the cost for carrying 
the mail for the ones with the best routes at 45 cents. 

Senator Smirx. In other words, you tell me that the first four, the 
Big Four, as you call them, carry enough more mail than Braniff, 
Capital, Chicago, and Southern, and so forth, to make up the differ- 
ence from 45 cents to 53 cents? 

Mr. Gurney. a not only carry more and have a_ heavier 
volume, but they carry it for greater distances and volume times 
distance allows hes to haul the mail at a cheaper rate. Therefore, 
the post office is entitled to a better rate where the carrier can carry a 
big, heavy volume a longer distance. This group II have their stops 
closer together. They have to come down to smaller cities, and that 
goes on through ms the groups, the seven groups that we have listed 
there for the year 1951. 

The rest of the appendixes are for each subsequent year and bring 
you right up to 1955. 

Senator Smirx. And the cost is just the same? 

Mr. Gurney. However, you will notice there are not so many 
carriers in the listing on appendix 5 as there are on appendix 1. We 
are getting it down now. 
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CARRIERS INCLUDED IN 45-CENTS-PER-TON RATE 


For instance, in this Administration separation report of September 

)3 there are listed four carriers getting the mail at 45 cents. I believe 
every one of the Group II carriers are now getting 45 cents in the main. 
National Airlines is getting 45 cents, likewise Northwest and the 
other 4 on segments that are parallel. We now have the Big Six that 
are all getting 45 cents. Then Braniff, Capital, Delta, and Western 
segments of their lines that parallel the Big Six are getting 45 cents. 

Senator SmirH. We do not have the same one. What we have 
shows 53 cents. 

Mr. Gurney. I should explain that this report was made in Septem- 
ber 1953 and since September—in fact this year—we have gotten 
National and Northwest down to the same rate that the Big Four 
have, so they are getting 45 cents. The other 4 carriers shown in 
croup II are also getting 45 cents on those segments of their lines that 
parallel any of the mileage of the Big Six. 

Senator Smiru. That is what I was trying to find out, why you 
were paying 53 cents instead of the 45 cents. 

Mr. Gurney. These 4 carriers that I mentioned, Braniff, Capital, 
Delta, and Western, with 45 cents for the competitive segments, get 
an average yield of 50 cents, which is 3 cents lower than is shown 
there on appendix 5. The same explanation goes for the other groups. 

That is how we arrive at what it is worth to Uncle Sam to carry 
mail on that group of carriers with that kind of a route system where 
they have to make shorter hops and get less mail out of each station 
that they serve. We group them on the basis of the average ton-miles 
of traffic available from all the stations on each carrier’s system. 

That is the way they got into those groups—on the basis of the 
average mail revenue traffic that they receive from all the towns in 
their whole route system. 


HEARING ON NORTHEAST’S APPLICATION 


Senator Smirn. That brings me to the question about Northeast. 
The people in Maine and New England have been waiting for the 
hearing. How much longer will it be before they can have a hearing? 

Mr. Gurney. That has been a matter of most serious concern to us, 
Senator. As late as May 5 we had a complete study made of cases 
that have a docket number ahead of Northeast’s application for an 
extension of its service from New York to Miami. It shows that our 
staff is loaded with work on exceedingly big cases that are now in 
process. For instance, we have the Denver service case, which is 
ahead of it, the Southwest-Northeast case involving service that goes 
through Texas, Oklahoma, up to Washington and New York; and the 
New York-Chicago case which is nearing completion but has not yet 
come to the Board for oral argument. 

I would say that some time in the fall we can put Northeast down for 
expeditious treatment, e xpeditious scheduling, not treatment. It will 
come up not on Northeast’s application but on Colonial Airlines’ appli- 
cation, I believe, docket 3051, which was filed some 6 years ago. 
Northeast’s docket number is 5192, some 2,000 applications later. 
But any application that asks for a route and the same route was 
previously applied for as in this case, would be folded in when we get 
to docket No. 3051, which happens to be Colonial. 
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DETERMINATION OF BOARD HEARING DATES 


Senator Smira#. What determines the hearings, the date of the 
application? 

Mr. Gurney. As near as we can, although route renewal cases and 
certificate renewal cases have to be taken out of order and do take 
over the time of the Board and the Board’s staff, and there are some 
other cases that have to be handled sooner. 

Senator Samira. That is what I want to determine. How do you 
determine what happens? 

Mr. Gurney. Take for example, Pioneer Airlines; their certificate 
expires October 1. We try to set it down 4 or 5 months ahead of 
October 1 so that the question of renewal is taken care of before the 
old certificate expires. Then we have Resort Airlines, August 8; 
Helicopter Air Service in Chicago which expires July 23; West Coast 
Airlines, which is through Oregon, Idaho, and the State of Washington, 
and that expires October 1. That is generally it. Unless we have to 
renew certificates, or some emergency arises, we stick to the docket 
numbers and take the lowest docket number first. 

Senator ELLenprEr. Is that for new routes only that you do that? 

Mr. Gurney. We take up mergers, too, possible mergers where we 
can save money, and we expedite those. These that I am talking 
about are just renewal cases, the ones that do not have permanent 
certificates 

PERMITS GRANTED AMERICAN AIRLINES 


Senator ELLENDER. In a few minutes I would like to ask you about 
permits granted to American Airlines overnight. 

Mr. Gurney. That was in the nature of an exemption. 

Senator ELLenper. The original application had been on the docket 
for 4 or 5 years, and suddenly the permit was granted overnight. 

Senator Smirn. How far back do the applications go? 

Mr. Gurney. I do not have the dates here, but an early docket 
number involving New York-Miami service is 2313. A few docket 
numbers later is 3051. That is Colonial’s application with which 
Northeast’s would be included, and that docket is about how old, 
Mr. Nunneley, the Colonial Airlines applications, New York to 
Miami? 

Mr. NunNELeEy. Just a moment, please. 

Mr. Gurney. About 5 or 6 years old, I believe. 

Mr. Nunne ey. Yes; about 5 or 6 years old. 

Mr. Gurney. It is about that far back. 

Senator Smirx. How many cases do you have? 

Mr. Gurney. I believe we can give you the exact number. 

Senator Smira. You can furnish that for the record if you would 
prefer. 

Mr. Mutuiean. I will have that in just a moment, Senator. 


CASES IN PROCESS 


Mr. Gurney. While he is looking that information up I might say 
that the hearings have been completed, for instance, on nine cases 
and initial or recommended decision is being prepared by the examiner 
which have not yet been reported to the Board. Then we have 14 
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other route cases that are now at the point where procedural action 
has been started. Those are route cases numbering 14. We have 12 
other types of cases on which procedural action has been started 
including the United mail rate case; the Aero finance enforcement 
case; Air Freight Forwarder case; North American enforcement case; 
Continental-Pioneer merger case; Tuya Freight Forwarder case; 
Pan American New York-Puerto Rico cargo rates case; the Hawaiian 
and TPA mail rate case; the States-Alaska fares case; and so forth. 
Those are some of the cases now in process. 


TOTAL APPLICATIONS ON FILE 


Mr. Muuuiean. I have the figure now, Senator. As of June 30, 
1953, we had a total of 605 applications on file. 

Senator SmitH. What is the solution toward getting those hearings 
over with? 

Mr. Gurney. Well, we go after it as fast as we can with the staff 
we have available. 

Senator Smrrx. With the 600 cases ahead when are you going to 
do it? 

Mr. Gurney. When we start action on this case of Colonial’s there 
would be many docket numbers consolidated with that case, and it 
would not be just that one docket number. Of course we could 
handle them faster if there were more hearing examiners, more 
attorneys, more rate experts, more people in the Routes Division, 
But at the moment all classes of our employees are really loaded with 
these cases in process at this time. 


HAWAIIAN AND TRANSPACIFIC RATE CASE 


Senator Smirx. You refer to the Hawaiian case petition for rates 
as being one of the cases. Why would that be an emergency? 

Mr. Gurney. The Hawaiian and transpecific mail rate case is a 
case where we must have a proceeding to see what rate each carrier 
gets. They may need the money very badly, but the rate cannot 
be raised or lowered, until the case is concluded. 

Senator SmirH. Yet that application was made January 22, 1954 
and the Northeast application was made way back in 1951. It 
would seem to me, with the little service that the New England States 
have—that is, certainly from Northeast, with Northeast operating 
with subsidy for 20 years and not being able to pay any dividends at 
all, which is certainly not an incentive for them to continue, that it 
will mean that New England States will lose their service, and that 
would be as great an emergency or even greater than the Hawaiian 
rate case. 

RATE CASE PROCEDURE 


Mr. Gurney. We have to take the rate cases as they come, Senator, 
for a number of reasons. Funds for operating expenses and payment 
of salaries depend, in many cases, on their getting mail pay. Unless 
we set the rates the Post Office cannot pay what is coming to them, 
what is legally coming to them, nor can we arrive at the exact subsidy 
figure that the Board should pay out. Mail rate cases do not usually 
involve the same personnel of the Board as route cases do, so processing 
rate cases does not affect the handling of route applications too much 
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Senator Smrrga. Even though there might be a possibility of losing 
that service in New England? 

Mr. Gurney. AsI explained, the handling of a mail rate case would 
not disturb the handling of a route case too much, it would not inter- 
fere because it usually does not involve the same kind of personnel. 
The Rates Division handles the mail rate cases and the Routes Divi- 
sion handles the route cases. 


PROSPECTIVE DATE FOR NORTHEAST APPLICATION 


Senator Smira. Do I understand you expect to get to the Northeast 
application, give it a docket number, in the fall, and when does that 
mean it will have a hearing? 

Mr. Gurney. After the law vers get through jockeying around and 
furnishing briefs and after a prehearing conference I would say it 
would get to a hearing before an examiner around Christmastime or 
maybe a little sooner, but I doubt it. Mr. Nunneley, could you give 
a better estimate than that? 

Mr. Nunnevey. No; but I think it would be more likely after the 
first of the year. 

Mr. Gurney. I was getting too optimistic. 

Senator Smrru. Living in Maine, as I do, and I am sure some of the 
other Northern States feel as I do about the prospect of losing North- 
east and I cannot see how they can continue without more relief than 
they are getting. It would seem to me that the Board can consider 
it as an emergency and push it up before the first of next year. 

Mr. Gurney. We will do the best we can, Senator. I will say that 
at the moment the subsidy takes care of any difference between their 
operating cost plus a fair return on their investment and their receipts 
from the carriage of mail and the revenue from carrying of passengers 
so that fins ancially the *y can get along all right. 

Senator Smirx. But how long will the stockholders hold on with 
their investment? 

[ would call it an emergency, Mr. Chairman. 

Mr. Gurney. I agree with you, and I think we should handle it as 
quickly as the Lord ‘will let us. 

Senator Samira. But 1951 to 1954 is not very quick, is it? 

Mr. Gurney. You mean that is when this case came in? 

Senator Smirn. This carrier applied in 1951, and they have been 
pressing for a hearing ever since then, 


POSSIBILITY OF NORTHEAST-DELTA MERGER 


Mr. Gurney. During that time they have been interested in more 
than just this route from the Northeast to Miami. You also, I am 
sure, are informed of the possibillty of a merger between Northeast 
and Delta? 

Senator Smiru. That is exactly what we have been expecting, that 
they were being pushed into a merger, and it is a question as to 
whether that is wise and a hearing might clarify it. 

Mr. Gurney. We cannot push them into it because the Board has 
no authority to ‘order mergers, but when I came on the Board 3 years 
ago that was one of the first things called to my attention; that both 
Northeast and Delta wanted to merge and get a track between Delta’s 
territory and Northeast that would connect them. 
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Chairman Brinces. Who, Senator Gurney, spoke for Northeast 
then? Is there any official record of that? 

Mr. Gurney. Well, yes. They filed an agreement and filed an 
application. 

Senator Smiru. Asking for a merger? 

Mr. Gurney. Oh, yes. 

Chairman Bripggs. What did you do with it? 

Mr. Gurney. It is filed, and we have not gotten to it yet. Is that 
correct, Mr. Nunneley? 

Mr. NunneEuey. That is not entirely correct. It has not been 
processed partly because of their desire not to proceed with the hear- 
ing on the merger transaction. 

Chairman Bripaes. You see, the issue Senator Smith has raised is 
a matter of strong feelings. The New England Senators at a meeting 
the other day indicated that they were extremely interested. Several 
Senators were unable to appear at this hearing, but they have passed 
on questions to the committee to be asked of you. We would like to 
have a clear explanation of what the outlook is with respect to the 
Northeast application. 

Senator ELLENDER. As Senator Smith has pointed out, this delay 
may force a merger because of losses sustained. 

Mr. Gurnry. The losses are made good by subsidy, Senator. 

Senator ELLENDER. It strikes me that is all the more reason why 
action should be taken, 

Mr. Gurney. That is why the Board wants to handle it as quickly 
as we can because we want to get rid of that subsidy at the earliest 


possible moment. We could set it down for hearing right away, | 
mean we could schedule it for hearing, but we could not get to it and 
actually work on it till fall. 


REASONS FOR DELAY OF CASE 


Senator ELtenper. That is earlier than the first of next year if 
you set it for hearing now. 

Mr. Gurney. Mr. “Nunneley, will you explain how long it takes 
after a case is actually set down for hearing? 

Senator ELLENDER. Senator, in regard to this particular line, has 
there been any opposition shown by anybody else to delay this 
matter, or would you say it is the Board that did it on its own? 

Mr. Gurney. To delay it? 

Senator ELLENDER. Yes. 

Mr. Gurney. No; they have not actually pushed their application 
until, say, a year ago when they started in. At that time we had 
these other large hearings scheduled, and we could not get to it. It 
has been filed for several years. You said 4 years? 

Senator SMirH. 1951. 

Mr. Gurney. Three years. But other applications that were 
filed even before that had been set down for a hearing during 1954, 
and they are not completed, and our staff is not available to get to work 
on the 3-year-old cases. 

Senator Smirx. Do you mean to say that if Northeast or the repre- 
sentatives down here pushed for a hearing before last year they would 
have gotten one sooner than they are getting now? 
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Mr. Gurney. I| hardly think so because we are just getting up to 
the point where we can take on the Colonial case. Colonial filed, 
about 6 years ago, an application for a Miami run under Docket 3051, 
so when we set down Colonial we have to take all other applications 
that cover that territory. That is why Northeast will come in and 
rightfully so, as we start hearings on the lower numbered dockets. 


TYPES OF APPLICATIONS FILED BY NORTHEAST 


Senator Smira. Mr. Chairman, I would like to clear up one matter 
Do I understand that there are 2 applications by Northeast, 1 for 
extension and 1 for merger? 

Mr. Gurney. Yes; I believe that is correct. 

Senator Smirxa. Did they both come in? 

Mr. Gurney. Docket 4717, Delta-Northeast merger. The North- 
east application for service, New York to Miami, is Docket 5192 
There are two separate dockets. 

Senator Smitu. Which one will you have first, which hearing? 

Mr. Gurney. Both dockets will be handled in the same case. 

Senator SmirH. You will have a hearing on both applications? 

Mr. Gurney. That is right, because “Delta is interested in the 
service between the area in the South and New York and because of 
the Aschbacker doctrine we cannot leave any airline out of a case 
where they have expressed an interest in it. We must resolve all 
similar interests in the same case and give each applicant a fair chance. 

Senator Smita. Now just once more. Are we going to have a 
hearing—is it your best judgment that the hearing will come this fall 
or the first of the vear? 

Mr. Gurney. The Board will set it down. As I said, we could set 
it down now, but the staff is not ready to take care of it, and we could 
not handle it until fall. We hope to start the prehearing conference 
in the fall, and then replies from the attorneys on all sides must come 
in. Mr. Nunneley, do you have anything to add to that? 


DESCRIPTION OF PROCEDURE 


Mr. Nunne ey. If I were to explain the general procedure it might’ 
be helpful. The initial step in the procedure is the so-called prehear- 
ing conference, at which time an effort is made to clearly define the 
issues, to arrange for the exchange of exhibits, to arrange the schedule 
for the submission of exhibits, for the hearing itself, and the subsequent 
steps in the proceeding. Thereafter, the parties always require time 
within which to prepare their exhibits and presentation. Exhibits are 
exchanged in advance of the hearing so that cross-examination and the 
like may be prepared and the hearing itself, therefore, normally follows 
in a matter of 2 or 3, perhaps 4 months, depending on the complexity 
of the case, the number of parties and the like. So that when we talk 
about setting it down in the fall, being reached in the fall, we mean 
it would be reached for that first initial prehearing conference stage 
from which point it would proceed in due course and to hearing in 
that order of events which I described. I might point out, that we 
estimate that there are some 20 to 25 applications by different parties 
for service so like or similar to this that we would be required to put 
them all in this proceeding so you can see it will be a complex multi- 
party case. 
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Senator ELLENDER. You mean these other applications affect the 
application that was filed in 1951? 

Mr. NuNNELEY. Yes, sir. 

Senator ELLENDER. Well, now, what has the Board done with this 
application up to now? Has any work been done on it? 

Mr. NunNELEy. So far as I am aware no work has been done on 
this application. 

Senator ELLENDER. Why? Why do you let it stay there without 
doing anything about it? 

Mr. Nunnevey. Because we have been devoting our time and 
attention to other applications which came up as a result of earlier 
filings and which were in normal course at least entitled to be handled 
first. 

Senator ELLENDER. You indicated a moment ago that it will take 
time when you get to it to have the people file documents, to file 
answers and things like that. Why can that not be done now? You 
do not have to set it for hearing for that to be done. Why could not 
those documents be filed? They could have been filed a year ago, 
so that you would have them there available? 

Mr. Nunnevey. There are two reasons, Senator. One is that the 
people who must handle these things, our staff people, are now tully 
engaged in other proceedings. 


FILING OF SUPPORTING DOCUMENTS 


Senator ELLuENDER. I understand, but it would not preclude the 
applicants and those opposing it from filing their documents either 


against or for it. When you start again, they are going to ask for 
more delays, that is what will happen. 

Mr. Nunnevey. No. Many of those parties, sir, are very actively 
engaged in a number of proceedings now before us. They also have 
a problem. In addition we have the problem of having current data 
and information. If exhibits were filed a year or so in advance of 
the actual hearing we would then have the problem and the parties 
would insist on it, all of them including Northeast, I am sure, of 
bringing the data up to date. 

Senator ELLenprER. They do that out of habit, but you could set 
rules and regulations, it strikes me, so that when the cause is called 
for hearing, why, you would have most of your data available, and 
there would be no reason for further delays. 

Mr. NunnELEY. The point at which we can usefully get to a hear- 
ing, Senator, is at the end of the process, which produces the data as 
of the date when the examiner is available, and the other staff 
available to direct attention and efforts to the proceeding. 


STEPS IN PROCESSING AN APPLICATION 


Senator Smiru. Now may I see if I have this correctly in my mind? 
The first step is to give it a docket number? 

Mr. Nunne vey. Each application always gets a docket number 
as soon as it is filed. The first step is to go forward with the setting 
down of the prehearing conference. 

Senator Smiru. | thought earlier in Senator Gurney’s testimony he 
said that it had to have a docket number, and it would come in the fall. 

45431—54— pt. 2-55 
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Mr. Gurney. They get a docket number automatically the day 
they file their application; it is a consecutive docket number auto- 
matically stamped there with a machine the day the application is 
received; that is the first step. Previous to that, of course, is the 
application itself, which must be prepared by the lawyers for the 
parties in interest. 

PREHEARING CONFERENCE 


Senator Smira. Then you have the prehearing conference? 

Mr. Gurney. We set it down for prehearing conference as soon as 
the staff is available, and as soon as an examiner is available because 
we assign an examiner to the casé as soon as we have one available 
after the docket number comes up. 

Senator Smiru. Is it possible to have a temporary authorization 
prior to the formal hearing? 

Mr. Gurney. It would be resisted. 

Senator Smiru. Can it be done? 

Mr. Gurney. Yes. 

Senator Samir. How would we get that, through a petition? 

Mr. Gurney. It would get into a big case. On a route such as 
applied for by Northeast there would be terrific objection to that by 
the lines presently there, and those others that want to get there. 

Senator Smirx. Would it be a way to get action? 

Mr. Gurney. Speaking in a practical way, you could not get a 
route of that nature by an exemption; it would have to be after 
full hearing. 


LIST OF APPLICATIONS FILED SUBSEQUENT TO NORTHEAST 


Senator SmiraH. Now, Mr. Chairman, I would like for the record a 
list of the applications coming in since the first Northeast application 
came in, the action on each one, and anything that would help the 
committee staff to determine whether there has been any discrepancy 
or not. 

Mr. Gurney. We would be glad to furnish that. 

Senator Smirx. Thank you, Mr. Chairman. 

Chairman Bringes. That will be made a part of the record. 

(The information has been filed with the committee.) 


CASES TO BE CONSOLIDATED 


Mr. Gurney. I can, Senator, furnish now for the record a list of 
the dockets starting with 2313 which might have to be consolidated 
in the proceeding involving service from New York to Miami along 
with 3051, which is Colonial Airlines. 

Senator Smita. That one is on Colonial Airlines’ application? 

Mr. Gurney. Yes. I can furnish that for the record at this 
moment. 

Senator Smiru. All right. 

Mr. Gurney. That will give you at least a start. 

(The information referred to is as follows:) 
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Docket No. and description 
2313 TWA, New York-—Boston 
2599 Long Island, New York—-Washington 
29016 Riddle, New York—San Juan via Miami 
3051 Colonial, New York—Miami 
3053 Colonial, Boston—Miami via Bermuda and Nassau 
3501 Eastern, New England restriction 
3546 National, Richmond—Washington restriction 
3653 Delta, Columbia-New York 
3673 National, Philadelphia~New York 
3700 Braniff, Habana~New York 
3714 Capital, Richmond on Route No. 14 
3721 American Air Transport, Boston—Miami 
3746 Peninsular Air Transport, New York- Miami 
3831 Modern Air Transport, Boston—Miami 
3862 Pan American, Washington/Baltimore, etc., coterminals with Miami 
3882 Air America, New York—Miami 
1090 Eastern, Consolidates Nos. 5 and 6 and part of 10 
1091 Eastern, Columbia—Florence restriction 
1092 Eastern, Columbia-Charleston restriction 
1324 Capital, Philadelphia as intermediate on 14, 34, and 55 
41717 Delta—Northeast merger 
5154 National, New York—Boston 
5192 Northeast, New York—Miami 
5393 Colonial, New York—Washington 
5430 Pilgrim Coastal, Boston—-New York 
6012 Delta, Atlanta-New York 


NORTHEAST APPLICATIONS INCLUDED 


Senator SmirH. Would Dockets 4717 and 5192, the two Northeast 
applications, be included with 3051? 

Mr. Gurney. Yes. All interested parties that have similar appli- 
cations would be parties or intervenors in the case. 

Senator Smitu. There is not any time set for the 3051? 

Mr. Gurney. That is right. 

Senator Smirx. Do you have any idea when that may come? 

Mr. Gurney. It depends on a vote of the Board, but I believe the 
Board can set it down for processing and really go ahead with it 
starting this fall, and we will use our best efforts to set it down at the 
earliest moment when we have staff available. 

Senator SmirH. Thank you very much. 

Mr. Gurney. The Board authorized me to say that. 

Chairman Bripces. Senator Smith, may I make an announcement? 
We will recess at 12 and resume at 2:30. 

Senator Smirx. Fine, Mr. Chairman. 

Mr. Gurney. I believe that will give me time to finish my state- 
ment. If there is any other information or if you want to talk it over 
with me I will be glad to explain our situation that we are faced with 
at the Board. I can assure you that I will make every effort to get it 
set down at the earliest possible time. 

Senator SmirxH. I know the people of the Northeast. There has 
been new management in the Northeast Lines, and I understood they 
are not in sympathy with the merger. There is real feeling throughout 
Maine anyway that the delay is deliberate. 

Mr. Gurney. Oh, no; I assure you, Senator, it is not. The Board 
is unanimous in saying that we are going to set that case down at the 
earliest date that we have the staff to handle it. 
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Senator Smirx. Thank you very much. 

Senator ELLENDER. Mr. Chairman, there probably is no doubt that 
there are many others in the same category as Northeast Airlines 

Mr. Gurney. But it comes about next as I stated. 

Senator ELLENDER. What was that? 

Mr. Gurney. The case involving service to Miami, and the ap- 
plications indicated on that list, can all be handled starting next fall 


SOLUTION TO BACKLOG PROBLEM 


Senator ELLENDER. Might it not be well for you to furnish the 
committee the backlog of cases that need attention and what is the 
remedy as to initiating quick action? I presume you want more 
money to do that, more examiners or what have you? 

Mr. Gurney. We would need more staff. 

Senator EL.Lenper. It strikes me that to bring the docket up to 
date the Board ought to make some kind of recommendation to the 
committee as to what it will take because I get frequent inquiries, 
as you know, Senator Gurney, about inaction and delays. I expect 
to take up this afternoon a matter concerning permits, certificates 
that were issued in 1946. Up to now nothing has been done about 
the work. 

Mr. Gurney. That involves international negotiations. 

Senator ELLenpeEr. | understand. 

Mr. Gurney. And would not bother our staff, Senator. 

Senator ELLENprER. Yes, but I would like to find out. 

Mr. Gurney. I will be glad to do the best I can. 

Senator Ex_uenper. You will return this afternoon with your 
attorney and the others, and I would personally like to go into that 
phase of it. 

Mr. Gurney. If I may add just one thought, Senator Smith, 
occasionally we come to the point where we are going along so fast 
with cases and become current to the extent that the attorneys 
for the industry have said, in relation to a particular case, ‘For 
goodness’ sakes, don’t get any faster down there; our people can’t 
handle them.” 

Senator ELLenpEeR. Whose attorneys, the applicants’? 

Mr. Gurney. The industry’s attorneys. 

Senator ELLENpDrER. They are well able to hire more attorneys. 

Mr. Gurney. They just say, ‘Wait, wait, you are going a little 
fast for us down there.”’ We are going along and doing a pretty good 
job of handling the situation and when we reach a case like this, we 
will have so many airlines involved that they will say, ‘‘For goodness 
sakes, what are you trying to do with us?” 


BUDGET REQUEST FOR SALARIES AND EXPENSES 


Senator SmirH. According to the budget you requested $3,750,000? 

Mr. Gurney. $3,777,000. 

Senator SmirH. That is $27,000 more than you asked for in 1954. 
Does it reflect an increase in personnel? 

Mr. Gurney. No, it does not. 

Mr. Mutuiean. The difference, Senator Smith, actually arises from 


= 


the transfer to the Board of $27,000 from the Post Office Department 
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in this fiscal year. There is no increase in the estimate for 1955 
covering salaries and expenses. Actually, we must absorb the differ- 
ence between the cost, on an annual basis, of the responsibilities which 
were given to us under Reorganization Plan 10, which is some 
$63,000, and the $27,000 transfer this year. 


REQUEST FOR ADDITIONAL PERSONNEL 


Senator Smita. Then even though you knew that you were delayed 
considerably because of the lack of personnel you did not think it 
advisable to ask for additional personnel? 

Mr. MutuiGan. On the contrary, we did. 

Mr. Gurney. We did of the Bureau of the Budget. 

Senator Smiru. They did not give you all that you asked for? 

Mr. Gurney. They authorized for 1955 only the total amount 
available for 1954, which in effect is a reduction. 

Senator SmirH. All right, now if you will proceed with your state- 
ment I think perhaps we could finish that. 


EFFECT OF SUPREME COURT DECISION ON 1955 ESTIMATE 


Mr. Gurney. Now in connection with the Supreme Court case | 
do want to get the record complete on this. 1 would like to point out 
that the 1955 estimate is the sum of a number of separate individual 
estimates. It was constructed on a carrier-by-carrier basis and in- 
volves a forecast of each carrier’s operations and of the total volume 
of airmail as well as the amount which would move over the system 


of each carrier. It is inconceivable that each and every one of these 
subsidiary estimates, and the basic assumptions on which they were 
predicated, will prove 100-percent correct. The Supreme Court de- 
cision, therefore, is only one of many factors the effect of which on the 
1955 estimate only time can tell. 

The Board will be appearing before the Congress prior to March 1, 
1955, in connection with the estimate for the fiscal vear 1956. Any 
change in the 1955 requirement as a result of developments between 
now and then will necessarily reflect itself in the unexpended balance 
at the end of fiscal 1955 and therefore will also directly affect the 
amount of the appropriation needed for 1956. Accordingly, it is 
believed that the most expedient way to take into account any 
adjustment in the appropriation for ‘Payments to air carriers” for 
iscal 1955 would be in connection with consideration of the estimate 
for 1956. 


COMMENTS ON HOUSE ALLOWANCE FOR AIRMAIL SUBSIDIES 


It is possible that $40 million, supplemented by the unexpended 
balance of 1954 funds, might be sufficient to enable the Board to 
disburse payments through February 1955, as contemplated by the 
House. Even if this were the case, however, it would not cover 
claims for February operations on which partial payments would 
normally be made early in‘ March and, in the case of many carriers, 
urgently required by that time. 

Actually, according to the Board’s best estimate, an initial appro- 
priation of $40 million would not permit payments to be made 
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during February. Whichever forecast proves to be correct, since 
it appears most unlikely that any supplemental bill could be passed 
prior to mid-March, a situation is almost certain to arise which 
would be critical as to those carriers which depend on prompt monthly 
payments to meet current Operating expenses, including payrolls. 

Aside from this consideration, the Board believes that an appropria- 
tion at this time in the amount recommended by the President would 
permit much more efficient administration of the entire subsidy pro- 
gram without in any way impairing the opportunity of the Congress 
to reappraise the 1955 estimate in its consideration of the 1956 esti- 
mate. ‘The committee’s favorable consideration of an amendment to 
the House bill which would restore the $33 million difference between 
the amount thus far approved by the House and the total recom- 
mended by the President is earnestly requested. Please bear in mind 
that no payments will be made that are not legally due the carriers 
pursuant to the act. 

In the early part of this statement I referred to something in the 
nature of an overall ‘profit and loss statement’’ with respect to air- 
carrier subsidies and the extent to which the program is self-liquidat- 
ing. That, as I’m sure this committee realizes, tells only part of the 
story; there have been costs other than subsidy and “‘profits’’ which 
cannot be reflected in any balance sheet. 


IMPORTANCE OF SUBSIDY TO CIVIL AVIATION 


As intended by the act that it should, subsidy has played a vital role 
in the development of air transportation. While the fact that the 


United States occupies and has for many years, the position of world 

leader in the field of civil aviation is not due to subsidy alone, subsidy 

has unquestionably been a most important and essential supplement 
» American pioneering enterprise. 


COMPARISON OF PASSENGER TRAFFIC AND COMMUNITIES SERVED 


At the time of the passage of the act in 1938, the certificated air 
carriers were fly ing 480 million revenue passenger-miles annually. 
In the year ended September 30, 1953, passengers were transported a 
total of 17,746 million miles, an increase of 3,600 percent. As of 
September 30, 1953, 525 cities in the continental United States were 
being provided certificated airline service compared with 182 com- 
munities served in 1938. Total commercial airline revenues have 
increased from $34 million in 1938 to $1,166 million in the 12 months 
ended September 30, 1953. 

In 1938 there were a total of 306 aircraft operated by the certificated 
carriers, of which only 9 were 4-engine aircraft useful in long-distance 
operations. By September 1953 this operating fleet had increased 
more than 3% times to a total of 1,405. Of even greater significance 
than the numerical increase is the fact that over 40 percent of the 
present fleet consists of high speed, long-range, 4-engine equipment 
and the entire fleet represents tremendous technological advances in 
efficiency and safety of operations. 

The aircraft fleet of the commercial airlines played a vital part in 
World War II, and subsequently in both the Berlin and Korean air- 
lifts. It also constitutes an important factor in current defense 
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planning, half of the commercial four-engine aircraft already having 
been identified as part of the civil reserve air fleet available for imme- 
diate military mobilization in the event of a national emergency. 

All this has not been without cost to the Government; there is no 
denying the fact. Indeed, it was contemplated by the Congress that 
this would be so. It is not feasible to identify the total cost precisely 
nor is it practicable to assign a dollar value to the greatest air trans- 
portation system in the world or its contribution to the national econ- 
omy or, both in the past and at present, the national defense. 

But viewed from any aspect, it must be conceded that enormous 
strides have been made since 1938 toward the development, to quote 
the language of the act, “of an air transportation system properly 
adapted to the present and future needs of the foreign and domestic 
commerce of the United States, the postal service, and of the national 
defense.”’ 

Senator Smrru. The subcommittee will stand in recess until 2:30 
this afternoon. 

(Whereupon, at 12 noon, the subcommittee recessed to reconvene 
at 2:30 p. m. of the same day.) 


AFTERNOON SESSION 


Civir AgRoNAvuTICS BoarRD 


STATEMENTS OF CHAN GURNEY, CHATRMAN OF THE BOARD; 
E. T. NUNNELEY, JR., GENERAL COUNSEL; M. C. MULLIGAN, 
SECRETARY OF THE BOARD; JOSEPH H. FITZGERALD, DIREC- 
TOR, BUREAU OF AIR OPERATIONS; IRVING ROTH, CHIEF, 
RATES DIVISION; JOHN B. RUSSELL, CHIEF, BUDGET AND 
FISCAL SECTION 


SAVINGS THROUGH REEXAMINATION OF CASES SINCE JULY 1951 


Senator Smiru (presiding). The committee will come to order. 
Senator, do you have some questions of the Chairman of the Board? 

Senator ELtenper. Yes. Thank you. 

How much do you estimate is being saved in the way of subsidies 
to carriers because of the Board’s reexamination of cases within the 
past 2 or 3 years? 

Mr. Gurney. | testified on that over the exact 3-year period: 
Refunds to the Government ; $15, 921, 000 
tetroactive increases 7, 614, 000 


Net refund of 8, 307, 000 


Future annual rate reductions from prior rate 18, 989, 000 
Less future annual increases a ; 7, 012, 000 


Net saving- ; . 11, 977, 000 
Mail pay claimed by the carrier in a future year in excess of that 
established by the Board, $16,622,000. 
Senator ELLENDER. That is over a period of 3 years? 
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Mr. Gurney. That is in a period from July 1, 1951, to March 18, 
1954. The most important figure is the last one: Mail pay claimed 
by the carriers for past periods in excess of that finally established by 
the Board, $78,901,000. 

Senator ELLENDER. The greatest amount, as you just indicated, is 
for what period, that $78 million? 


SAVINGS IN PAN AMERICAN MAIL PAY CASE 


Mr. Gurney. That is for mail pay claimed by the carriers for past 
periods, from 4 to 6 or 8 years back. For instance, there was a 
$10 million difference in the settlement of the Pan American-Latin 
American decision over a 4-year past period up until the first of Janu- 
arv 1952. The staff negotiated with Pan American and cut that 
difference down, so Pan American agreed to the reduction of all but 
$4 million; in other words, the staff got an agreed reduction of $6 
million—in round figures from Pan American’s original request. The 
staff and Pan American did not agree on the remaining $4 million, 
so that the Board then had the decision to make on the final $4 million ; 
and the Board did not allow it. 


TIME LIMIT ON CERTIFICATES OF NECESSITY 


Senator ELLENDER. What is the general time limit covered by the 
certificate of public convenience and necessity issued to our carriers? 

Mr. Gurney. We have two types of certificates. One is just called 
a certificate—that is permanent. We give permanent international! 
certificates to the major gateway points in Europe and other places 
around the globe, and then for lean routes, or something like that, 
where we want to experiment with it, we will give them a temporary 
route for 3 or 4 or 5 years. In the United States we give permanent 
certificates to the trunklines. To the local service lines that are still 
on an experimental basis, where they are trying out different routes, 
serving different towns, and segments, we give temporary certificates, 
sometimes running as little as 3 years. The longest term that I know 
of is 7 years. That is one of the better local service lines. 


REVOCATION OF MIDWEST AIRLINE CERTIFICATE 


Senator ELLENDER. Have you had any cause to revoke any of these 
certificates in the last 2 or 3 years? 

Mr. Gurney. You mean of a carrier, over its entire route? 

Senator ELLENDER. Yes. 

Mr. Gurney. Yes. 

Senator ELLENDER. What was the justification for that? 

Mr. Gurney. Midwest Air Lines operating in Nebraska, Iowa, and 
the Dakotas, was costing too much in the way of subsidy, and the 
Board did, in 1952, I believe, cancel its certificate. We did not cancel 
it; we refused to renew it at that time. 

Senator ELLENDER. Why? 

Mr. Gurney. Because the income from passengers in relation to 
the Government payments was so terribly out of line. I think it was 
$1 to $10 or $11; $1 from passengers and $11 from the Government. 

Senator ELLenper. I presume, on the same basis, you have re- 
fused to issue certificates to carriers? 
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Mr. Gurney. I hope so. If we could anticipate what the traffic 
would or would not be to that extent. 

Senator ELLenpER. And of course, all of that is gone into thoroughly 
by the Board before a subsidy is approved? 

Mr. Gurney. That is right, and, as we gain more experience we 
can more thoroughly judge in advance what a certain application will 
bring in the way of revenue from the public and what the expenses 
will be. 

RECOVERY OF EXCESS PAYMENTS 


Senator ELLenpER. To what extent does the Board compare 
operating costs of airlines and what does the Board do in recovery of 
excessive payments to a line? Does it amortize the sum to be paid 
back or deduct each month a percentage of the sum otherwise due the 
carrier for current operations? 

Mr. Gurney. In the first place we hardly ever make overpayment. 
Generally we pay carriers on the basis of breakeven need, if they are 
not on a final rate. Break-even need does not include taxes or return 
on investment. Therefore, each month they would get one-twelfth 
of what their break-even need would be for a full 12 months. 


EVIDENCE OF NEED FOR SUBSIDY 


Senator ELLtenprErR. Do they furnish the Board with evidence to 
substantiate the need for a subsidy or anything like that? 

Mr. Gurney. In making an application, they furnish the Board 
with their estimated needs. 

Senator ELLENDER. How about when you pay? Do you cause 
them to substantiate their claim? 

Mr. Gurney. As soon as they get a certificate the staff works out 
with them how many flights they should have, and from experience 
gained with other like airlines, and what kind of equipment they are 
using, size of towns they are serving, they arrive at an estimated 
temporary mail payment or subsidy payment. That temporary rate 
is on a break-even need basis. After they have operated for a certain 
length of time and we have found out from their monthly reports of 
actual income and disbursements, then, say, in 12 months, we call 
them in and try to come to an agreement on a final mail rate so that 
they can have the benefit of the money they have coming to them for 
return on their investment, and any taxes that they may have had to 
pay. ‘The final mail rate then will be based on experience over the 
experimental. 

\IR COORDINATING COMMITTEE 


Senator ELLENDER. As I understand, there was an Air Coordinating 
Committee created by Executive Order 9781 in September of 1946. I 
wonder if you would be good enough to tell us what has been accom- 
plished by this committee since its inception? 

Mr. Gurney. As | understand it, that Committee was ordered estab- 
lished by the President on September 19, 1946, and each agency of the 
Government interested in aviation from any angle was given member- 
ship on that Committee—Treasury, Post Office, Federal Communica- 
tions Commission, Commerce, CAB, and the three Defense Depart- 
ments. 
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EXPENSES OF COMMITTEE 


Senator ELutenper. All of the expenses of this Board are paid by 
the respective departments of Government that make application for 
study or to coordinate these activities? 

Mr. Gurney. The expenses of the Committee are paid by money 
allocated to them by the agencies that are members of the Committee. 

Senator ELLENDER. Yes. 

Mr. Gurney. We gave them a certain amount. 

Senator ELLenpDER. Do you think it is worth while? 

Mr. Gurney. Very much. Many good things have come from 
the Air Coordinating Committee. 


HELICOPTER SERVICE 


Senator ELLenper. With respect to the helicopter service, | 
notice that your helicopter service estimate is $2,916,000 for 1955 
and of this, $2,563,000 is for subsidy. 

Mr. Gurney. That is right. 

Senator ELLENDER. Will you give us a brief picture of this new type 
of service and where it is operated? 

Mr. Gurney. I am going to ask our rate staff to give you the 
details on that, but we have 3 helicopter companies operating, 2 of 
them with the large Sikorsky S-55 helicopters—that is in New York 
and Los Angeles, and in Chicago the operating company there is 
using smaller helicopters—Bell. These smaller helicopters are not 
capable of hauling passengers. We set the mail rates on the same 
basis for helicopters as we do for any airline. Under Reorganization 
Plan No. 10 the Post Office has to come to an agreement with the 
Board as to the volume of mail they can haul, let us know the pounds, 
the mileage, and then we agree on a service rate as between the com- 
pany, the Post Office, and the Board, for the carriage of the mail, 
and the balance is subsidy. 


1955 HELICOPTER SERVICE ESTIMATES 


Senator ELLENDER. I notice here the amount allocated to the heli- 
copter service at Los Angeles is $761,000; New York; $1,371,000; 
and Chicago $431,000. 

Mr. Gurney. That is correct—as estimated at the time that was 
put out—yes. 

TEST CHECK OF REVENUES DERIVED 


Senator ELtenpER. Does the Post Office test check the revenues 
derived from this class of service under the cost-ascertainment pro- 
cedure? 

Mr. Gurney. Mr. Roth, will you answer that, please? 

Mr. Rorn. I do not think we could state definitely what the Post 
Office does, other than to state that I have seen written statements 
in the past few months that the Post Office has been closely looking 
into the helicopter experiment to evaluate the extent to which the 
helicopters help to improve the mail service, versus the cost of the 
helicopter service to the Post Office Department. I believe that in a 
report to the Congress in the last 60 days they so stated. 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 2011] 


Senator ELLENpDER. I wonder if you could tell us how much of the 
amount spent—I think it aggregates $2,916,000—is offset by post 
office airmail revenue? Would you be able to tell us that? 

Mr. Roru. I do not believe we can give a precise figure on that, 
Senator, since you have to allocate a portion of the 6-cent airmail 
stamp on each letter to this particular run that would go by helicopter. 
However, I believe I made a rough calculation a year or more ago as 
to how much of the 6-cent stamp goes to the helicopter carriers, and 
it is my general recollection that was not more than a half penny per 
letter. In other words, it is just a very trivial fraction of the 6-cent 
stamp that goes to the helicopter airline. 

Senator ELLenpeER. They carry other mail; do they? 

Mr. Roru. Just airmail, to the best of my knowledge. 

Senator ELutenpver. The regular 6 cents? 

Mr. Rorn. Yes, sir. 

Senator Ettenper. The same as the regular airlines carry? I was 
told parcel post was carried also. 

Mr. Roru. The helicopter carriers would haul airmail and air 
parcel post, and, under ordinary circumstances, leaving out strikes, 
floods, and unusual conditions, I do not believe the helicopter 
carriers—— 


REVENUE RECOUPED FROM HELICOPTER SERVICE 


Senator ELLENDER. Would it be very difficult to ascertain the 
amount of revenue that is recouped from this service? 

Mr. Roru. The amount of postage revenue? 

Senator ELLENDER. Yes; in other words, the amount subsidized, 
in contrast with the amount collected for this service? 

Mr. Gurney. We could give you the poundage of mail that the 
helicopters carry, but, for instance, an airline would carry airmail 
from New York to Los Angeles, and then it might go to 50 miles out 
of Los Angeles by helicopter, which would be a very small percentage 
of the total airmail trip for that particular letter or parcel would be 
the poundage and then, of course, the total poundage 1s figured by the 
Post Office at the rate agreed upon on a prior date, and in that way the 
helicopter company gets its payment from the Post Office for carrying 
the mail. 

Senator ELLeNpER. Is that based on so much per ton-mile? 

Mr. Gurney. That is right, per ton-mile. 


TRAINING OF PILOTS 


Senator ELLENDER. How many pilots are presently being trained 
in this program for these operations; do you know? 

Mr. Gurney. I am quite sure none of us here could tell you; just 
enough to keep the machines in operation for each of the three 
companies. 

Mr. Roru. Senator, the information is available in periodic reports 
to the Board, as to the number of pilots and copilots employed by 
each helicopter carrier, and we would be glad to furnish that infor- 
mation for the record, the number of pilot personnel, as of December 
31, 1953. 
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Senator ELtenper. Does not that training program fit in with 
the Armed Forces helicopter training program? 

Mr. Gurney. They do not run a group of uniformed pilot cadets 
through there. All they do is assign observers to the Los Angeles 
Airways and the New York Airways. They observe the operation, 
to see what good they can get out of civil operations for the benefit 
of the armed services. 

BASIS OF SERVICE 


Senator E.tenper. In that connection, would you say that this 
service at all three points I mentioned awhile ago is based upon the 
National Defense aspect of your authority, or would you say it was 
for the convenience and necessity of the public? 

Mr. Gurney. Quite a few factors—expediting delivery of mail, to 
gain information as to the expense of operating helicopters continu- 
ously, and around the clock, if possible, night operation, how much it 
costs per hour for maintenance, all of those things that are useful to 
defense, and to improve the operational qualities of the machine 
itself, the benefit to Sikorsky or Bell Aircraft. The Board has thought 
it worth while, for all of those reasons—and possibly more—to carry 
on these limited three experimental programs. 


APPLICATIONS FOR FURTHER SERVICE 


Senator ELLENDER. Have you any applications for further permits? 
Mr. Gurney. Many. 
Senator ELLENpDER. What is the Board’s attitude? Are you looking 


into them? 

Mr. Gurney. The Board believes that we are spending enough, 
and, inasmuch as it costs high subsidy for just these three carriers, 
in a congested area, where the chance of success is the best, we could 
not, under our subsidy program, finance any further operations. 
We have requests for quite a few carriers in Florida, and many other 
points in the country. I think there are 37 applications. That is 
what Mr. Nunneley tells me. We have authorized National Air 
Lines to operate helicopters in the Miami area, and out from there 
quite a ways, and also the Mohawk Airlines, running from New York 
northwest to a summer resort, but both of those, without subsidy. 
They have to take care of the cost themselves. 

Senator ELLenpeR. Have you any applications from the three 
companies that are now operating at Chicago. Los Angeles, and 
New York; or any other places? 

Mr. Gurney. I could not say from memory, but I am pretty sure 
not. 

COMPANIES OPERATING HELICOPTER SERVICE 


Senator ELLENDER. What are those three companies that operate 
there? 

Mr. Gurney. New York Airways, in New York. 

Mr. Mutuican. Los Angeles Airways in Los Angeles and Helicopter 
Air Service in Chicago. 
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MAIL RATE PER TON-MILE 


Senator ELLenpER. How does the rate per ton-mile for carrying 
the mail compare, at the three places? Is it the same, or is there any 
difference? 

Mr. Rorn. The rate is expressed, that is, the rate paid by the 
Postmaster General, as a payment for the mail service performed, 
separate and apart from the subsidy, is $2.58 per ton-mile of mail 
carried. That rate is the same rate as is paid by the Post Office 
Department to the smallest of the local service carriers now in opera- 
tion, with fixed wing aircraft; for example, Central Air Lines, down 
in Texas. No present air carrier has a higher rate for the service than 
$2.58 per ton-mile. 

I would like to point out that the haul by the helicopter carriers is 
extremely short. For example, in New York, a considerable part of 
the mail is just 10, 20, 30-mile hops, so that the resulting payment to 
the air carrier, while it sounds extremely high per mail ton-mile, 
actually works out to be a fraction of a penny per letter transported. 

Senator ELtenper. That is because of the volume and the short 
distances? 

Mr. Rorn. It is short distance so that it sounds like a high rate 
per ton-mile, but it is not actually nearly as high as it sounds. 

Senator ELLENpDER. I wonder if you would file those rates for the 
record, 

Mr. Rorn. Yes, sir. The service mail rate paid by the Postmaster 
General to each of the three certificated helicopter carriers hauling 
mail is $2.58 per mail ton-mile, 

Mr. Gurney. That is all the information we could furnish. That 
s all there is. 

Mr. Rorn. It is a uniform service rate for all three carriers. 


COMMENTS ON EQUALIZED MILEAGE PLAN 


Senator ELLENDER. Have you any views to express on the plan of 
the post office for the major air carriers to have an equalized mileage 
plan between points? 

Mr. Gurney. Yes, we have. We have endeavored to set a uniform 
rate, and we opened the rates of all the domestic trunkline carriers, 
as of April 1, and the compensation for the carriage of mail on a uni- 
form basis is the question to be adjudicated in that hearing. The 
Post Office is a party to that hearing, and all of the trunklines in the 
United States. In other words, when we finish that hearing we will 
have, we hope, an agreeable uniform rate for the carriage of mail on 
every trunkline. We did not include the local service carriers, mainly 
because the trunklines carry 98 percent of the mail and we are there- 
fore going to see what we can do with the trunklines before we try to 
get a uniform rate for the local service carriers. That hearing, 
depending on whether or not we can agree in conference on the uniform 
rate, might be settled in a matter of a month, or 6 or 8 weeks. but, 
if we go into a formal hearing, it may take much more than a year. 
However, whatever rate we arrive at will be retroactive to April 1, 
1954. 
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CONSOLIDATION OF DOMESTIC TRUNKLINE CARRIERS 


Senator ELLENDER. Are any steps being taken by the Board to 
consolidate the subsidized domestic trunkline carriers? 

Mr. Gurney. Yes, and we have been quite successful in con- 
solidating domestic lines. 

Braniff and Mid-Continent Airlines merged. Chicago & Southern 
merged with Delta, or vice versa, and became one company. There 
is presently a merger proceeding going on as between Continental 
Air Lines and Pioneer Air Lines, of Texas. There is a contract filed 
with the Board and an application to let Delta and Northeast Airlines 
merge, and that was talked about this morning. There is another 
merger in process, and that is that Eastern Air Lines brought in an 
agreement with Colonial, that is still being processed, and National 
Airlines also wants to merge with Colonial. You know about the 
situation of Colonial and Eastern at the present time. The recom- 
mendation by the Board to the President was disapproved by him 
and so that particular offer of the two carriers merging is dead at the 
moment, until revived by the carriers in some way or other, if they 
do, but the idea is there. It is the Board’s endeavor to save the high 
overhead and administrative expenses by asking the carriers to merge, 
wherever it would be economically feasible. 


TOTAL CITIES COVERED BY CERTIFICATED SERVICE 


Senator ELLenpeR. In your justification you show that there are 
530 cities in the United States that are covered by the present certifi- 
cated airline service; is that the correct figure? 

Mr. Gurney. It was, at the time we wrote this report, Senator 
Ellender. There have been, I believe, in the last month, quite a few 
applications to discontinue service at a nonprofitable point, and they 
are the subject of hearings now going on before the Board, and there 
will be others to come along periodically. 

Senator ELtenper. I asked former Senator Gurney whether Mr. 
Ryan was present, and I understand he wants to make a statement in 
regard to that. 

Mr. Gurney. I contacted Mr. Ryan as soon as I learned of your 
request that he appear, Senator Ellender. He was just leaving the 
office to attend the first meeting of the negotiations with the Spanish 
delegation for routes to the United States for the Spanish Air Line. 
They have had a request in for quite a while, and the meeting has been 
set for a couple of weeks. The Spanish negotiators are over at the 
State Department and their first meeting is today, starting at 2:30. 
Mr. Ryan heads the delegation representing the United States. He 
might be available later in the afternoon, but certainly would be 
available for tomorrow or any later meeting of the committee here, 
on Monday. We would be glad to have him come and | hope you 
will excuse him for that reason. 

Senator ELLENpDER. Yes. I understand there will be another meet- 
ing Monday. 

Senator SmirxH. Monday forenoon is scheduled. Will he be ready 
to appear then? 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 2015 


AVERAGE MONTHLY PAYMENTS SINCE OCTOBER 1, 1954 


Mr. Gurney. Yes. Madam Chairman, may I, for the record, so it 
will be printed as soon as possible and available to the staff of your 
committee, offer for the record a schedule of payments that have been 
made by our Board since we took over on October 1, 1954? It shows 
the payments by the month since that time, and up to and including 
April, with an average outgo in cash of about $6 million per month. 
Our estimate, as you know, shows that for 1955 the payments will be 
about $6,700,000 per month. I would like to offer that for the record, 
if I may. I also have an accompanying explanation, which is very 
concise and readable and will eeotai it. 

Senator Smiru. Without objection, the schedule of payments and 
the accompanying statement will be included in the record. 

(The material referred to follows:) 
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1955 Bupcet Estimate—Periop Wuicnh House ALLOWANCE WiLL CoveR 


The House in approving an initial appropriation in the amount of $40 million 
for “‘Payments to air carriers’’ in 1955 did so on the assumption that this amount, 
together with the carryover from the fiscal year 1954, would enable the Board to 
disburse payments through February 1955. This assumption was, in turn,based 
on actual disbursement figures for the months beginning with October 1953, and 
which indicated an average monthly total of $6 million. 

The subsidy carriers submit claims to the Board for subsidy and to the Post 
Office Department for service pay at, or immediately following, the close of the 
month to which the claim relates. In accordance with the practice previously 
followed by the Post Office Department, the Board promptly makes partial pay- 
ments up to 98 percent of the subsidy claimed. 

Ultimately, the Post Office Department certifies to the Board the total amount 
of service pay earned for a particular month, and thereafter, having verified the 
total claim, the Board disburses the residual amount due. This residual amount 
is the difference between the partial payment for subsidy plus the service pay 
earned, as certified by the Post Office Teartenaeh and the total found to be due 
the carrier for the month involved. 

To date, no such certifications have been received from the Post Office Depart- 
ment. Therefore, the $6 million monthly average figure is understated by the 
difference between the amounts claimed by the individual carriers and the partial 
payments made, such difference ranging from 2 to 10 percent. However, by July 
next, and although residual payments may, in some cases, relate back as far as 
October 1953, the total monthly disbursements will include not only partial pay- 
ments for the current month but residual payments for prior months. 

There is at least 1 other respect in which the $6 million figure would not ac- 
curately reflect average monthly disbursements for 1955. A substantial number 
of carriers now on temporary rates will shift to permanent rates in the course of 
the next few months. In most cases, these carriers are receiving under temporary 
rates only an amount equivalent to an estimated break-even need, with no pro- 
vision for the fair return element. As such carriers shift to permanent rates, 
the amounts due them will increase in some cases and decrease in others. It is 
the amounts calculated to be due under permanent rates which make up the total 
of the Board's estimates of subsidy attributable to operations during 1955. 

It is essential to take both of the above factors into consideration in forecasting 
actual monthly disbursements during the fiscal year 1955 

For the 6-month period from July 1954 through December 1954, it is antici- 
pated that the average monthly disbursement will be approximately equivalent 
to one-twelfth of the total estimate for 1955, or $6,700,000. The amount required 
to cover this period, therefore, would be $40,200,000. 

Assuming, as the Board has consistently estimated, that the carryover from 
1954 available to cover June claims is $7 million and a new appropriation in the 
amount of only $40 million as approved by the House, it appears the Board 
would have to suspend payments to carriers as of the end of January 1955. 


PAYMENTS PROGRAM 


Mr. Gurney. I might state further that we received from the Post 
Office on October 1, $60,400,000 to take us from that date through the 
fiseal vear of 1954. Up to June 30 we will have paid out close to 
$48 million, leaving us with $12,400,000 in actual cash on June 30. 
At that time there will be owing for 1954 operations, approximately 
$5,400,000, so we will have, running into next year’s appropriations, 
but still owing for June operations, 1954, the last month of this fiscal 
vear, $7 million. 

Adding that $7 million to the $40 million which was granted by the 
House, it gives us a total at the moment of $47 million. Our average 
disbursements for the next fiscal vear are $6,700,000 per month, so that 
$47 million would take us through the month of January. Seven 
months at $6,700,000 a month would use up the $47 million. There- 
fore, our request is based on the fact that we will urgently need the 
funds earlier than March 1, and with the possibility of any supple- 
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mental appropriation not being available in the first 2 or 3 months of 
1955 we would be out of money the last of January 1955. 


AVERAGE MONTHLY PAYMENT RATE 


Senator Smirn. Did I understand that you believe that the average 
monthly rate will increase from $400,000 to $500,000 in 1955? 

Mr. Gurney. That is right. $6,700,000 is obtained by dividing 
$80,252,000 that we asked for, by 12. 

Senator Smrra. To what do you attribute that increase? 

Mr. Gurney. Although the total outgo for subsidies in 1955, 
as stated in my first statement, is around $400,000 less than 1954, 
still there will be more carriers on final mail rates than there are at 
present, and therefore we will be paying out in cash, because of the 
carriers being on final mail rates, more than we are presently pay 
ing out per month, because more of the carriers are now on an open 
mail rate. However, as we adjudicate and complete mail rate cases 
with the several carriers, to get a final mail rate, the cash disburse- 
ments each month will be a little higher. Each month next year 
will be a little higher than this year. Have I made it clear? 

Senator Smita. I think so—additional carriers and heavier mail. 

Mr. Gurney. We always make the temporary rates less than the 
final rates, in order to have a cushion for any errors that may be 
found in their request or our temporary figures. We always leave a 
cushion, and pay what we call a break-even need under the temporary 
rate, thereby leaving a difference that would come to the carrier 
later, after the final amount is determined. 

Mr. Muturean. In addition, Madam Chairman, of the difference 
between $6 million and $6,700,000, which Chairman Gurney has 
referred to, approximately $300,000 a month would represent the final 
payments under the carrier claims, based on certifications from the 
Post Office, which thus far in this fiscal year we have not received, 
so that the payments made thus far in this fiscal year represent only 
partial payments. 

Senator ELtenper. Mr. Chairman, I would like to ask a few 
questions in respect to the issuance of certificates to various carriers, 
during the year 1946, and the present status of those certificates. 


ROUTES BETWEEN UNITED STATES AND MEXICO 


As I understand, sometime in 1946 the Board issued certificates to 
American, Pan American, Eastern, Braniff, and Western for routes 
between points in the United States and in Mexico. I am correct in 
that, am I not? 

Mr. Gurney. Almost entirely correct, Senator. I would like to 
have our general counsel go into whether or not American Airlines 
and Pan American Airways were issued those certificates in 1946. 
They had a little different status, for they were then operating in 
Mexico from the United States, but the other three carriers were not 
yet operating—Western, Braniff, and Eastern. 

Senator ELLenper. As I understand, Pan American and American 
were given what you term temporary routes, that is, a certificate on 
a temporary basis, but to be made permanent at a future time, after 
hearings. Am I correct in that? 
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Mr. Nunnevey. Not quite, sir. As of the time in 1946 American 
Airlines had a temporary certificate. Pan American had a grandfather 
certificate. 

Senator ELLENDER. And that was granted by the Board? 

Mr. NuNNE.LpEY. A permanent certificate was granted to American 
and Pan American’s was extended from Brownsville up to Houston, 
as part of the 1946 decision, in addition to the other certificate you 
have mentioned, which were first issued as a part of that decision. 


STATUS OF EASTERN AIR LINES 


Senator ELLenpER. Did not Eastern have a route between this 
country and Mexico also? 

Mr. Nunnevey. Not prior to 1946. 

Senator ELLenpeER. Did it have any certificate in 1946? 

Mr. Nunnevey. It had a certificate, but it never operated into 
Mexico since it received its certificate in 1946. 

Senator ELLENDER. We are to understand, then, that at no time 
did Eastern ever have an active route between this country and 
Mexico City or other points in Mexico? 

Mr. Gurney. They had after 1946, beginning in 1946, a certificate 
from the United States, authorizing them to go into Mexico. That 
certificate has never been, likewise, issued by the Mexican Govern- 
ment, 

Senator ELLeNpDER. Then your answer stands, that at no time did 
Eastern have any route or carry any passengers from this country 
to Mexico? 

Mr. Gurney. That is correct, I believe; yes, sir. They never have 
had a route in operation, if that is what you mean, Senator, because 
Mexico has not honored their certificate, or did not, up until the time 
President Truman canceled it, in 1953. 

Senator ELLENDER. When was it that American and Pan American 
were given these routes? 

Mr. Gurney. Pan American received most of its routes into Mexico, 
under the grandfather clause that was stated in the Civil Aeronautics 
Act of 1938, so that was an action taken by the Congress of the United 
States and added to by Board action in 1946, as our chief counsel has 
mentioned, when the Board extended them from Brownsville, Tex., 
up to Houston. 

Senator ELLenpeER. Tell us about American now. 


AMERICAN AIRLINES OPERATION TO MEXICO 


Mr. Gurney. American Airlines started first to operate into Mexico 
in the early part of the war. I will ask Mr. Nunnelly to tell you the 
details, because that was about 5 years before I became a board 
member. 

Senator ELLENDER. I would like to know in detail how they obtained 
that permit. 

Mr. NunNELEY. My recollection is not exactly accurate, as to the 
exact date when it was issued. It was during the war years. 

Senator ELLENDER. Was there an application pending by American 
for a certificate? 

Mr. Nunnery. There was an application filed by American and 
there was a hearing on that application. 
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Senator ELLENpEeR. And there was an application also pending for 
Eastern? 

Mr. NunneE ey. I do not know whether there was at that time or 
not, Senator. 

Senator ELLeNDER. Would you check your records and find out 
for us? 

Mr. NunNELEY. Surely. 

Senator ELLeNpER. It is my understanding that there were appli- 
cations pending for American and all those to whom these certificates 
were later issued. Will you detail to us the circumstances under which 
American was granted this permit, while this application was pending? 

Mr. Gurney. During the first part of the war, that is, when they 
first went into Mexico? 

Senator ELLENDER. Yes. 


HISTORY ON AIRLINE CERTIFICATIONS 


Mr. Gurney. Can you cover that, Mr. Nunneley? 

Mr. Nunnevey. It is only general recollection. I have not re- 
viewed it recently. It is my recollection that there was a hearing in 
which the application was heard, that a recommendation was sub- 
mitted to the President which, if I recall correctly, recommended a 
denial of the certificate by a divided vote of the Board, and that the 
President directed the issuance of the temporary certificate. That is 
my best recollection at this time. 

Senator ELLENDER. So that your recollection is that the Board was 
divided on the question, you say, as to whether or not a certificate 
should issue? 

Mr. Nunneuey. That is my recollection. 

Senator ELLENDER. Was this certificate of a permanent nature, or 
merely temporary, pending the hearings on other applications that 
were then pending? 

Mr. NuNNELEY. It was temporary. I do not recall the exact terms 
under which it was made temporary. 

Senator ELLENDER. Soon after the certificates were granted to 
American, to Pan American, to Eastern, to Western, and Braniff, how 
was the application or certificate of Pan American and American 
made permanent? Who did that? Did the Board do it of its own 
volition, or did someone come in and suggest or ask that it be made 
permanent? 

Mr. Gurney. Every international permit or certificate must go to 
the President, and then the Board acts after receiving word of the 
desires of the President. 

Senator ELLeNpER. Was the certificate for Eastern sent to the 
President? 

Mr. Gurney. Yes. 

Senator ELLeENpER. And that of Braniff? 

Mr. Gurney. Braniff and Western, and he approved them. 

Senator ELLENDER. He approved all the certificates? 

Mr. Gurney. That is right—the three, Western, Braniff, and 
Eastern, in 1946. 
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PROMPT GRANTING OF AMERICAN ROUTES 


Senator ELLENDER. Why was it that American was able to obtain 
its routes immediately, and the others were delayed? My informa- 
tion indicates that was the case. 

Mr. Gurney. You understand now, American was an operating 
company in Mexico in the early war years, before 1946. I was not 
there, and I do not know exactly which year they started to operate 
in Mexico, but, after they got the permit they went down to Mexico 
through the State Department and secured the right to stay in Mexico 
from the Mexican Government. 

Senator ELLENDER. Who gave them the permission to obtain this 
right from the Mexican Government? How was that handled? 

Mr. Gurney. The Board and the President negotiated that during 
the war. 

Senator ExnenpER. That is the temporary one. I am _ talking 
about the permanent one now. 


AMERICAN’S AGREEMENT WITH MEXICO 


Mr. Gurney. I cannot give you the exact details on that. 1 will 
be glad to look it up, Senator, but I know that, at present, American’s 
agreement with Mexico is that their operating rights in Mexico are 
goo! until the year 1970. 

Senator ELLENpDER. I am familiar with that, and that is why I 
wanted to find out how they were able to be so successful in getting 
that—-who did it, and who assisted in doing it. As I pointed out a 
while ago, there were certificates issued to other companies. 

Mr. Gurney. I am sure if Mr. Ryan were here, he could tell you 
how they did that. 

Senator ELLENDER. That is why I was so anxious to get him here. 

Mr. Gurney. I will tell him what questions you want answered. 

Senator EnteENpER. You do not have to tell him—I will ask him 
myself. 

Mr. Gurney. Somehow there was a war necessity that a United 
States line be operating into Mexico, and the Mexican Government 
agreed, and let them in quickly, and Pan American was already 
operating. I do not know if they got a permanent certificate from 
Mexico or if it is on a temporary basis, the same as American. 

Senator ELLENpDER. Would you say that the fact that American 
had a route into Mexico before these hearings were finally concluded, 
and a certificate granted, that those factors gave them a little advan- 
tage over the others, who had also been issued temporary certificates? 

Mr. Gurney. Without question. 

Senator ELLENDER. And you believe that is why it was done? 

Mr. Gurney. I do not know why it was done, but I do believe that 
they had been operating there for a number of years, and Mexico 
was quite agreeable to their staying. 

Senator ELtenpER. Do you know if anybody in the State Depart- 
ment helped to facilitate the American certification? 

Mr. Gurney. I do not. 
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NEGOTIATIONS FOR EASTERN AND OTHER LINES 


Senator ELLenpEeR. Can you tell us what effort, if any, was made 
by the CAB, the President, or the State Department, in order to 
establish these routes, which were given by certificates in 1946, to 
Eastern and these other airlines? 

Mr. Gurney. Immediately after the certificates were granted, a 
delegation of negotiators representing the United States, made up of 
Mr. Ryan, who I believe headed the delegation, and members from 
the State Department, went down to Mexico City, right after the 
certificates were granted, and endeavored to get operating rights for 
these three companies, from the Government of Mexico. hey stayed 
down there, as I have been told by Mr. Ryan, many times, at least 30 
days. There have been a number of negotiations since then. 

Senator ELLENDER. Do you know what part Mr. Ryan played in 
obtaining these rights for American in contrast to Eastern or others? 

Mr. Gurney. I do not. 

Senator ELLENDER. Do you know how Mr. Ryan traveled from 
here to Mexico City? 

Mr. Gurney. I do not. 

Senator ELLENDER. Do you know who entertained him after he 
got to Mexico City? 

Mr. Gurney. No. That was about 5 years before I was a Board 
member. 

Senator E.uenper. Is it not rather strange to you, Chairman 
Gurney, that these certificates should have been issued at the same 
time—evidently there was a necessity shown for their issuance—and 
for action to have been taken immediately as to some and not as to 
others? 

Mr. Gurney. No action was taken on any certificates for any 
airlines that were not then operating in Mexico. All three certificates, 
Western, Braniff, and Eastern, were in the same category, when these 
first negotiators were negotiating, in 194¢. The United States delega- 
tion was unable to obtain an agreement in Mexico for any of the three 
lines that had previously been certificated by the United States. 


AMERICAN ROUTES FROM TEXAS POINTS 


Senator ELLenper. Is it not rather strange that American was 
certified for routes to Mexico from at least three points out of Texas? 
You are familiar with that? 

Mr. Gurney. Yes; I am familiar with the fact that they were 
certificated. 

Senator ELLENDER. And they were immediately recognized. 

Mr. Gurney. During the war years—prior to 1946. 

Senator Ettenper. Not as to the three points in Texas. 

Mr. Gurney. I have no recollection. 

Mr. Nunne vey. It is my recollection that the temporary certifi- 
cates served Dallas and San Antonio, Senator Ellender; I may be 
wrong, but that is my recollection. 

Senator ELLENDER. Will you check on that? 

Mr. Gurney. We will have our answers ready Monday morning. 

Senator ELLENprER. And have the answers placed at this point, and 
answer when you come in Monday. 

Mr. NuNNELEY. We will be glad to. 
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1946 DELEGATION TO MEXICO 


Senator ELLENDER. Who composed this delegation that was sent 
to Mexico, aside from Mr. Ryan; do you know? 

Mr. Gurney. I do not know. I do not know if there is anyone 
here who does know. 

Senator ELLENDER. | wonder if we could obtain that information? 

Mr. Gurney. Yes, sir. We will put it in the record and have it 
for you Monday. 

(The information referred to follows:) 


Unirep States DELEGATION TO 1946 NeGoriaTtions Witra Mexico 


Hon. Oswald Ryan, vice chairman, CAB 

Joseph D. Walstrom, Acting Chief of the Aviation Division, Department of State 
William G. McLean, Political, Mexican Division, Department of State 

George Neal, General Counsel, CAB 

John Sherman, Assistant Chief of the Economic Bureau, CAB 

John Wanner, Assistant General Counsel, CAB 

Col. Bolling Powell, Department of State 

R. W. Bradbury, American Embassy, Mexico City 


SEPARATE NEGOTIATIONS BY AMERICAN 


Senator ELLenprer. As you indicated, this delegation was headed 
by Mr. Oswald Ryan, a member of the CAB? 

Mr. Gurney. He was a member of the Civil Aeronautics Board. 
I do not know whether he headed it, but he certainly headed the 
Civil Aeronautics Board’s portion of the delegation. I believe he was 


chairman of that delegation. 

Senator Ettenper. Is it not true that while Mr. Ryan was nego- 
tiating through this Board, with the Mexican Government, for routes 
for Eastern, Braniff, and others, that had been given certificates, 
American was permitted to negotiate by itself with the Mexican 
Government, and not through this Board? 

Mr. Gurney. I do not know, Senator. 

Senator ELtenper. I suppose that Mr. Ryan would be the proper 
man to ask? 

Mr. Gurney. Yes; he would be the proper source of information. 
We will check it and see if we have anything on it. 

Senator ELuenper. I was reliably informed that while Mr. Ryan 
was in Mexico negotiating for Eastern and other airlines who had 
certificates, American was secretly negotiating directly with the 
Mexican Government. 

Mr. Gurney. I do not know. 

Senator ELLENDER. Were you then with the Board, Mr. Nunneley? 

Mr. NunneE ey. I was then with the Board; yes. 

Senator ELLENDER. Was it your understanding that this Board that 
was sent to Mexico was to have negotiations, not only for Eastern, 
but for all those who had been given certificates? 

Mr. Nunnery. That is my clear recollection, that this delegation 
was sent to negotiate a bilateral agreement covering the entire route 
pattern between the United States and Mexico. 

Senator ELLenperR. As issued by the CAB? 

Mr. Nunnetey. Yes. In accordance with the Latin American 
decision. 
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Senator ELLeNpDER. Do you know anything about the secret nego- 
tiations that were carried on between American and the Mexican 
Government? 

Mr. Nunnetey. No,sir. I would doubt that any such negotiations 
were authorized. Whether there were any secret negotiations carried 
on, I do not know. 

Senator ELLENDER. You doubt it was authorized, but you would 
not say it was not done? 

Mr. Nunnevey. No, sir, because I do not know either way. 

Senator ELLenpeErR. And, if anybody should know that, it would be 
Mr. Ryan? 

Mr. Gurney. He would have more information on that than we do, 
certainly. 

Senator E_LenpEerR. Because he headed the delegation, and | 
presume that all details of meetings that were held in Mexico were 
under his auspices? 

Mr. Gurney. All that he knew about, I expect; yes. 

Senator Smirna. What is Mr. Ryan’s position now? 

Mr. Gurney. He was Chairman of the Civil Aeronautics Board 
last year. He was named a member of the initial Board immediately 
after the passage of the 1938 act, and he has been a member ever 
since. 

Senator ELLENDER. Was any preference ever expressed to you 
or did you hear of any preference being given to American Air Lines? 

Mr. Gurney. At what time? 

Senator ELuenpEerR. At the time these certificates were issued, 
and at the time the routes were established, or the certificates were 
issued to American, and then the negotiations were going on between 
Mexico and the United States? 

Mr. Gurney. No, I have not. My only information on that 
was that Mexico agreed to let the then-operating United States 
carriers, American and Pan American, continue in Mexico, but 
would not approve any additional lines. 

Senator ELLenpDER. However, all that, Senator, was done under a 
temporary understanding, and after the certificates were made 
permanent, it was then necessary, as I understand, for the State 
Department to further negotiate and make them permanent; is that 
right? 

Mr. Gurney. That is right, but the certificates are only permanent 
for Pan American and American, as far as the United States is con- 
cerned, because we have never had a bilateral civil aviation agreement 
with Mexico, and therefore, as far as Mexico is concerned, they make 
their own understanding or come to their own understanding with the 
two carriers, rather than with the United States. 

Senator ELLtenprer. Then, if any understanding was had, or nego- 
tiations carried on, or any results obtained, it was done, not by the 
Board, but by American themselves, as you have just indicated a 
moment ago? 

Mr. Gurney. That may be correct, Senator. I do not know. 
They may have negotiated through and with the assistance of the 
American Embassy. I do not know. 
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REASON FOR DELAY 


Senator ELLeNpER. Can you tell us, if you know—or, if you do 
not know, can we get assistance from the attorney, as to why it is that 
this matter has been delayed 8 long years? What is behind it? 
What has happened to cause that to come to pass? 

Mr. Gurney. The first negotiation was in 1946, which was un- 
successful. 

Senator ELLeNpER. You say it was unsuccessful. It is my recollec- 
tion that there was complete agreement and that the only difference 
was as to one of the landings. 

Mr. Gurney. Unsuccessful as to the three carriers that are not now 
operating in Mexico. 


ROUTE BETWEEN NEW ORLEANS AND MEXICO 


Senator ELttenper. Can you tell us what progress has been made 
in these negotiations, and whether or not they have come to an agree- 
ment? As I understand, there was complete agreement for a route 
between New Orleans and Mexico, but because of the fact that there 
was a little disagreement as to the landing at a certain place by one 
of the companies, the whole agreement fell apart. 

Mr. Gurney. Yes. I am about to explain that. 

Senator ELLeNnpeER. I wish you would explain it for the record. 

Mr. Gurney. The only thing I can give you in addition to what 
details you have already received on the record today is the last etlort 
to negotiate a bilateral agreement with Mexico, carried on by Chair- 
man Nyrop, who was then Chairman of the Civil Aeronautics Board, 
and that was in the month of December, I believe, 1951, at which time 
Chairman Donald Nyrop went to Mexico and endeavored to come to 
an understanding there on the routes that the Board asked him to try 
to get from the United States into Mexico. At that time they nego- 
tiated for a number of weeks. The Board had instructed the chair- 
man, Mr. Nyrop, to endeavor to secure, in addition to a route from 
New Orleans to Mexico City, another route from Los Angeles to Mex- 
ico City, so that the United States carrier, Western, could compete 
with the already operating Mexican carrier that was operating between 
Mexico City and Los Angeles. 

Senator ELLenpeEr. Is that the carrier in which an American line 
owns 49 percent of the stock? 

Mr. Gurney. 49 percent or 48 percent of the stock is owned by 
Pan American. 

Senator ELLENDER. Pan American. 


LOS ANGELES TO MEXICO CITY ROUTE 


Mr. Gurney. He reported to the members of the Board that Mexico 
was agreeable, providing the United States carrier, Western, or whom- 
ever we might designate—and we had already designated Western 
would make one stop in Mexico, at La Paz. La Paz Airport is short 
and not good enough for the modern planes and therefore the United 
States carrier would have had to fly the route with not a modern plane 
and would have to make one stop. Therefore the United States service 
could not compete with the then operating Mexican carrier, who had 
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a nonstop route—and still does have—which is a monopoly, between 
Los Angeles and Mexico City. Therefore the Board turned it down 
and would not accept that as a reciprocal right from Mexico for that 
one route. 

Senator ELLENDER. What became of the other routes that were 
agreed upon? 

Mr. Gurney. The Board had made other requests from the Mexican 
Government, through Mr. Nyrop, but the whole bilateral negotiation 
broke down and no agreement was come to in 1951, as between that 
negotiating team and the Mexican Government. 

Senator ELLENDER. Mr. Chairman, is it not true that if our Govern- 
ment had simply pressed the matter as to the other permits, they 
would have been granted by the Mexican Government? 

Mr. Gurney. I do not know. Of course, it is the Board’s responsi- 
bility to try and come to an agreement for all the certificated lines, 
and by taking it piecemeal, we would not be fair to people in all sec- 
tions of the country, who wanted to travel to Menico, or Mexicans 
that wanted to come back. We must look at it on an overall United 
States basis. 

Senator ELLENDER. I| understand that perfectly, Senator, but, as I 
understand it, the idea was to make a one-package agreement, and the 
disagreement as to the landing at La Paz made the whole negotiations 
fall. 

Mr. Gurney. That was the big reason, I am quite ready to admit, 
as I remember it, but there were probably other points of disagreement 
that helped to bring down the possibility of securing a bilateral 
treaty. 

Senator ELLeENpDER. How can you say that the only thing in dis- 
agreement was La Paz? 

Mr. Gurney. I do not want to trust my memory that that was the 
only one, but I am sure it was the most important one. 

Senator ELLENDER. Would you refresh your memory? 

Mr. Gurney. Would you add to it at the moment, Mr. Nunneley’ 

Mr. Nunnetey. No; I do not recall if there were any ties 
significant reasons or not. 


BERMUDA-TYPE AGREEMENTS 


Mr. Gurney. Of course, we are endeavoring to negotiate the same 
kind of agreement as between our country and every other foreign 
country. “We have some 44 Bermuda- -type agreements. We want to 
make them uniform agreements with all countries, and the Mexican 
people might have disagre ed to provisions in that uniform treaty that 
was offered them at that time, in addition to the breakdown on account 
of the landing at La Paz.. 

Senator ELLENDER. Is it true or not that the Mexican Government 
made representation that, insofar as it was concerned, there was no 
objection to the granting of routes between New Orleans and Mexico 
City? 

Mr. Gurney. That is my memory, Senator, that we could have 
come to a reciprocal agreement on that single route. 

Senator ELLENDER. Why was that not done? Please tell us. 

Mr. Gurney. On account of the Board’s and State Department’s 
responsibility for negotiating for all the sections of the country, and 
the belief that this was the best course to follow at that time. 
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Senator ELLENpDER. I wonder who is responsible for having taken 
that position when here we have a situation where American is given 
a certificate, Pan American, and these other three, and you had the 
chance to carry out the orders of the Board as to the route between 
New Orleans and Mexico City; and yet you did not do it, although 
the Mexican Government was agreeable to it, as you just said? 

Mr. Gurney. We have five members on the Board, and that was 
the way the vote was, Senator Ellender. 

Senator ELLENDER. And Mr. Ryan was on that Board, too; was 
he not? 

Mr. Gurney. That is right. So was I. I have to take the re- 
sponsibility, too. I was one of those who helped to instruct Chairman 
Nyrop as to the United States desires in the way of civil aviation be- 
tween the two countries. 

Senator ELLENDER. Who urged this one-package certification or 
agreement? 

Mr. Gurney. All the Board members, and with the concurrence 
of the State Department, and I believe the President at that time. 


ORIGIN OF ONE-PACKAGE CERTIFICATION 


Senator ELLenprEr. Can you be a little more specific now, and tell 
us exactly why it was, or who it was that originated this one-package 
certification and contract-routes idea? 

Mr. Gurney. I can explain that. 

Senator ELtenpeEr. I wish you would. 

Mr. Gurney. The 1-package arrangement was made in 1946 when 
the 3 certificates were issued by the Board. The President agreed 
to it, and so they were, so to speak, instructions from the President 
of the United States, to secure permission from the Mexican Govern- 
ment, not for 1 certificate, but for 3, and therefore, that was the only 
basis on which we could send a negotiating team to Mexico, on the 
basis of the 1946 certificates. If we asked for just 1, no matter which 
one, then the people in the other sections of the country that would 
have been served by the other 2 certificates, would have felt—and 
had reason to feel—that they had been discriminated against. 

Senator ELLENpER. Since all the certificates were issued at the 
same time, why did you not include American and Pan American in 
that one-package procedure? 

Mr. Gurney. They had their certificates and had been operating. 
This was 1951. 

Senator ELLENDER. I beg your pardon. They had temporary 
certificates, and it was necessary to renegotiate for permanent certifi- 
cates, after the Board acted. 

Mr. Gurney. I do not believe there was any new action taken on 
the certificates in 1951 that were then held, on the operating rights 
then held by American and Pan American. There was no new action 
taken on those two airlines at that time, in December of 1951. The 
negotiators did go down there with instructions from the full Board, 
concurred in by the State Department, and evidently approved by the 
President, and they tried to get each 1 of the 3 certificates made good 
by getting permission from the Mexican Government. 

Senator ELLENDER. Will you tell us, if you can, what else hap- 
pened, in order to have these routes established? 
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Mr. Gurney. Since 1951, or before that time? 

Senator ELLENDER. I understand that you had some other com- 
mission, or person, make an attempt to obtain these routes, or did 
you send somebody to make a study of it? 


OTHER NEGOTIATING TEAMS 


Mr. Gurney. Between 1946 and 1951 I do not know how many 
formal negotiating teams were sent down. My memory tells me 
from what information I have gained in these 3 years on the Board 
that there was a man by the name of Brownell who went down to 
negotiate. 

Senator ELLeENDER. That is right, Brownell. 

Mr. Gurney. It was 1948, Mr. Nunneley tells me. 

Senator ELLENpDER. That was the year of the Brownell report. 

Mr. Gurney. That is right. 


BROWNELL REPORT 


Senator ELLENpDER. Are you at liberty to tell us what that report 
contained? 

Mr. Gurney. I am sure I would be if I was cognizant of it. I am 
not. I have not even read his report. 

Senator ELLENDER. Where is the report now? Why was it made? 

Mr. Gurney. It was made to the Board or to the State Department. 

Mr. NuNNELEY. It was made formally to the State Department. 

Senator ELLeNpDER. Are you cognizant of it? Have you read it? 

Mr. NunNeLEy. Not for some time, Senator. Yes, I read it years 
ago. 

Senator ELLENDER. Would it be permissible to have this report 
made a part of the record? Would you have any objection to it? 

Mr. Gurney. Personally, I would not have any objection. I do 
not know if anyone else has any authority over it. 

Mr. Nunnevey. At the time it was held confidential because pub- 
lication of it, it was thought, would be detrimental to our relations 
with Mexico. That might still be the case as far as publication is 
concerned. 

Senator ELLENDER. Do you know what prompted the State Depart- 
ment to send Mr. Brownell to make this study in Mexico? 

Mr. Gurney. I do not. 

Mr. Nunne ey. As I recall it, he went down and tried to again 
negotiate with the Mexicans for the bilateral route pattern that we 
had been trying to agree upon with them, and it was a further effort 
to implement the certificates and achieve a bilateral air pattern with 
Mexico. 

Senator ELLENpDER. Do you know why his efforts failed? 

Mr. NunneE ey. I do not recall specifically; no. 

Senator ELLENpER. Have you in your files a copy of the Brownell 
report? 

Mr. Nunne.ey. Yes; I am sure there is. 

Senator ELLENDER. When you come here Monday, will you make 
it available to this committee? 

Mr. Gurney. If we can, yes. 

Senator Smiru. That is a confidential report, as I understand it? 
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Mr. Gurney. It is. To my knowledge, at the present time, the 
State Department has never authorized its publication, and I will 
have to find out if they still are reluctant. 

Senator EtpenperR. I wonder, Mr. Chairman, if you will kindly 
check into that? 

Mr. Gurney. I will be glad to. 

Senator ELLenpeER. To determine whether or not it can be made 
available to the committee for study. 

Mr. Gurney. I will give you the answer from whatever authority 
| must have to inquire of, at our next meeting. 

Senator ELuenpeER. Is it permissible, Mr. Nunneley, for you to 
tell us what his recommendations were, or exactly what happened 
after Mr. Brownell’s return, with respect to this report—if any 
action was taken on it—or just tell us whatever you can about it that 
is permissible. I am not here to try and have you say something 
about it, or refer to anything in it, if the information is confidential. 
[ understand that Chairman Gurney says that as far as he is concerned 
there is no objection to making the report public? 

Mr. Gurney. I have never read it, so I do not know anything 
about it. I will present your question to whomever has the authority 
over the document, and will report whatever answer I get, and if | 
get permission, I will bring it down. 

Mr. NunNELEY. Senator, I do not now have in mind sufficiently 
accurate either the recommendations or the immediate following 
history to discuss it. I would be glad to inform myself and discuss 
it if you desire. 


BROWNELL’S NEGOTIATIONS HAMPERED 


Senator ELLenpER. Do you know whether or not Mr. Brownell 
was hampered by agents of Pan American in these negotiations? 

Mr. Gurney. | do not know. 

Senator ELLENDER. Do you know? 

Mr. Gurney. Senator, | would just like to say that the report 
covers all phases of whatever he ran up against down there, and 
therefore, even if we know something by hearsay or whatever, we 
would have to find out if the whole document is available for publica- 
tion or for the use of the committee. 

Senator ELLtenpeER. I| am reliably informed that he was hampered 
from every direction, by the Pan American and American Airlines in 
getting these routes established that then had certification from the 
CAB. Of course, you would concede that these two companies have 
no right to do that, American and Pan American. 

Mr. Gurney. They should not interfere with officially designated 
delegations of either country. That is general, between the United 
States and any other country. 

Senator ELitenperR. Have you had any experience during your 
tenure as a member of the CAB wherein you were interfered with by 
Pan American or American, through any of its agents? 


JAPAN NEGOTIATIONS 


Mr. Gurney. No. The only experience I had in negotiating with 
a foreign country is that I went to Japan in 1952 to negotiate a new 
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treaty with Japan. Every assistance was given then by Northwest 
Airlines and Pan American, so we did come out with a successful 
agreement with the new Government of Japan. 

Senator ELLeNpDER. I was talking, of course, of their activities as to 
the certificates that were issued by the Board in 1946, between the 
United States and Mexico. 

Mr. Gurney. I talked confidentially and closely with Donald 
Nyrop after he came back from the Mexican negotiations, in 1951. 
He did not relate to me any hurdles put in his way by any company. 

Senator ELLENDER. So you say to this committee that during your 
tenure as a member of this Board you have not been contacted by 
agents of American Airlines and Pan American World Airways in a 
way that would indicate that they were not favorable to having routes 
established between this country and Mexico? 

Mr. Gurney. Every company comes to each Board member and 
tells him how they would like to have their certificate made operable. 
Western Airlines has come in recently with a 4- or 5-page report giving 
us information. 

Senator ELLEeNpER. I can well understand that, as to their own 
certificates, but I am talking now about certificates issued to other 
companies. 

Mr. Gurney. American and Pan American Airlines come in and 
give us the traffic figures, and say that there is not room for any other 
airlines, and that is the case in every case that is before us, whether 
it is service to Mexico or any place else. 

Senator ELLENpDER. How is that done? Is it done by petition, 
or do they do it individually? Do they come there and talk to each 
member individually? 

Mr. Gurney. Sometimes both ways. 

Senator ELLeNpER. And, of course, evidently it has had some 
effect on someone. 

Mr. Gurney. Ever since I have been a Board member, Senator 
Ellender, the Board has used every effort they thought was available 
to them to get this agreement with Mexico. We are presently using 
our best efforts. 

Senator ELLENDER. To implement what? 

Mr. Gurney. The bilateral agreement with Mexico. 


PRESENT STATUS OF CERTIFICATES 


Senator ELLenpER. That brings on this question, Mr. Chairman: 
What is the status of these certificates, at the moment, that is, those 
that have not been activated, and that were issued in 1946? 

Mr. Gurney. There were permanent certificates issued to Eastern, 
Braniff, and Western. They have not been made operable because 
of the inability of getting agreement from Mexico. The last official 
act on these three certificates was their cancellation by a letter from 
the President of the United States, in the fall of 1952—that was the 
late fall of 1952. He put out a public letter to the three carriers, 
saying that he was canceling their certificates. That was the last 
official action that has been taken on those three certificates. 

Senator ELLtenper. However, that was done by former President 
Truman? 

Mr. Gurney. That is right. 
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CANCELLATION OF CERTIFICATES BY THE PRESIDENT 


Senator ELtenper. Has the Board taken any steps to determine 
the validity of this cancellation by the executive department? 

Mr. Gurney. We have not, for two reasons: No. 1, we have not 
received a formal petition from any 1 of the 3 carriers, asking that we 
have a hearing on their continued validity or force. 

Senator ELLENDER. Why is it necessary to do that, to have another 
hearing? 

Mr. Gurney. I would not think it is. 

Senator ELLENDER. Why is it even necessary for them to apply 
to you? The 1946 certificate is in effect, is it not? 

Mr. Gurney. As far as the Board is concerned, but on interna- 
tional questions, the President’s authority is final as far as the Board 
is concerned. 

Senator ELtenper. That is, as to trying to obtain them. I can 
understand that. However, I mean as to the validity of the certif- 
icates. 

Mr. Gurney. That would have to be adjudicated in the courts, 
in my opinion, Senator Ellender. 


LEGAL VALIDITY OF CERTIFICATES 


Senator ELttenper. I wonder if Mr. Nunneley, your attorney, 
could express his opinion as to the validity of these certificates? Have 
you expressed any opinion, either verbally, or in writing, in regard to 
these certificates? 

Mr. Gurney. As Chairman of the Board, I will be glad to give Mr. 
Nunneley, our General Counsel, what authority I may have, to 
authorize him to tell the committee his opinion as to the validity of 
those certificates. 

Senator ELtenper. All right. Let us have it, Mr. Nunneley. 

Mr. Gurney. I want to recite one instance, let us say, or one 
factor in this matter, Senator Ellender. 

The Department of Justice, of course, is adviser to the President. 

The Department of Justice has asked the Board for its opinion and 
the Board did send to the Department of Justice, our chief counsel’s 
opinion as to the validity of these certificates. 

Senator ELLenperR. Who asked for that? 

Mr. Gurney. The Attorney General. 

Senator ELLenpER. Who in the executive department asked the 
Attorney General for an opinion? 

Mr. Gurney. As I understand it—I believe it is public informa- 
tion—the President did ask the Attorney General. 

Senator ELLenNpER. What is the status of that, do you know? 

Mr. Gurney. No; I do not know of anything that has happened. 

Senator Exuenper. Would it be in order for your attorney to 
furnish us with a copy of the letter that he transmitted to the Attorney 
General, indicating his opinion as to the validity of these certificates? 

Mr. Gurney. If you would allow us to—if you really ask us right 
now for that opinion, I do not know how we could get around it. | 
believe it would be more ethical for us to ask the Attorney General 
whether or not we could. 
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Senator ELLENDER. Suppose you do that between now and next 
Monday, when you are to return with Mr. Ryan, and find out the 
extent to which you can inform this committee as to the opinion of 
Mr. Nunneley and what has been done in the meantime to answer 
the request from the executive department as to the validity of these 
certificates. 

Mr. Gurney. I will be glad to do that, Senator Ellender. 

Senator ELLenperR. As far as you know, no opinion has as yet 
been rendered by the Attorney General? 

Mr. Gurney. As far as I know, none have come to our notice. 
The Board has not received any opinion from the Attorney Genera! 
as to the validity of these certificates, 


RECENT EFFORTS TO ESTABLISH AIR ROUTES 


Senator EL.tenper. Has the Board made any effort in recent 
weeks to attempt to establish air routes between this country and 
Mexico? 

Mr. Gurney. They have; ves, sir. 

Senator ELLENDER. Is it permissible for you to tell us what you 
have done, step by step, and with what results? 

Mr. Gurney. I will be glad to. 

Senator ELLENDER. I wish you would proceed and do that for us. 

Mr. Gurney. Possibly as much as 3 or 4 weeks ago the Board 
authorized me to go ahead as fast as I could with the executive depart- 
ment and the State Department, to come to an agreement as to how 
we could again approach Mexico in the hopes of establishing contact 
and working out a new civil aviation agreement with our neighboring 
republic in the South, Mexico. 

I have had meetings with the executive department. Our Board’s 
request was fully acquiesced in. They said they would cooperate in 
every way. The executive department designated one of their top 
men in the White House to go with me to the State Department. | 
had a meeting Wednesday or Thursday of last week, at which there 
were present three Assistant Secretaries of the State Department. 
They worked out a plan for approaching Mexico and the only thing 
that is holding up for the moment the request to the Mexican Govern- 
ment for sitting down at a conference is for the Board to tell the State 
Department what the Board’s desire is in the way of routes to Mexico 
and what reciprocal rights we would be ready to give Mexico for 
Mexican airlines to come to the United States. As soon as we can 
give that information to the State Department, then a team of the 
State Department people and Board people will be sent to Mexico 
City or else they will send their representatives here and we will start 
to negotiate, if it is agreeable to Mexico. 

We came to that agreement Thursday or Friday of last week. 
Yesterday, Wednesday, was the first day we have had open on the 
CAB calendar so that we could talk about what the Board’s position 
would be. We got into quite a wrangle about it and it is not resolved 
as yet. We have to have at least another meeting before we can 
arrive at the Board’s position, and the Board’s offic ‘al recommenda- 
tion to the State Department. In other words, that is the last step 
before the State Department would then be ready to ask Mexico for 
a conference. 
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POLICY TOWARD 1946 CERTIFICATES 


Senator E.tenper. Is the Board changing its position as to the 
feasibility of granting or implementing the certificates that were 
issued in 1946? 

Mr. Gurney. I do not know, sir. I will not know until we have 
had another meeting. 

Senator ExLenprER. Has that come up? 

Mr. Gurney. Oh, yes. 

Senator ELLENpDER. Can you tell us if you have submitted to the 
White House or to the State Department any specific recommenda 
tions? 

Mr. Gurney. As to routes wanted? 

Senator ELLENDER. Yes. 

Mr. Gurney. No; we have not. 

Senator ELLENDER. You have not? 

Mr. Gurney. No. We cannot until the Board decided what routes 
they wanted. Whether they will want the specific routes that are 
indicated by the three certificates we have been talking about, or 
different routes, I do not know. 

Senator ELLENDER. Will the Board make every effort to implement 
these certificates that were issued in 1946? 

Mr. Gurney. Again I have to say I do not know. 

Senator ELLENDER. Why do you not know? You are a member of 
the Board? 

Mr. Gurney. Because 5 men have to vote and I am only 1 out of 5. 

Senator ELtenperR. Can you tell us if there is any objection among 
the members of the Board and if so, who objects to it? 

Mr. Gurney. You put the question right up to me. I would rather 
let each Board member speak for himself. 

Senator ELLENpDER. You would not know what the position of 
Mr. Ryan is, would you? 

Mr. Gurney. No, I do not. 

Senator ELLENDER. We will find out Monday, I hope. 

Mr. Gurney. I would rather as chairman not state my personal 
opinion until the final Board action, and you can understand that, 
because you have to vote on so many questions here in the Senate. 

Senator ELLenpER. Yes. I try to inform my constituents how I 
will vote, ahead of time. 

Mr. Gurney. I do not want to say what Mr. Lee’s opinion is, or 
Mr. Adams, or Mr. Ryan’s, or any of them. 

Senator ELtenper. You would not want to venture, after hearing 
the discussion, as to how they will vote? 

Mr. Gurney. No, I would not, certainly. 

Senator E.tenper. However, there is before the Board now, a 
proposition- 

Mr. Gurney. We are right in the middle of it. 

Senator E.tenpErR. To implement the certificates that were issued 
in 1946, and as to how the Board will act—you shook your head? 
Is that ‘“‘No’’? 

Mr. Gurney. That is right. Because you said there is an effort 
to implement those certificates. They may vote that there is only 
room for 1 line or they may vote that there is room for 6 lines. 
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Senator ELLtenperR. The Board found in 1946 that there was room 
for American, Pan American, Eastern 

Mr. Gurney. Braniff and Western. 

Senator ELLEeNpgER. Braniff and Western. 

Mr. Gurney. They may decide now that there is room for 5, those 
same 5. They may decide there is only room for 4 or 3, or they may 
decide they ought to have another line from Tampa and Miami and 
1 from Mobile, another 1 from El Paso, I do not know. 

Senator ELLenperR. As far as you know, you cannot give us that 
information? 

Mr. Gurney. It would not be official, Senator Ellender. 

Senator ELLENDER. And you have made no recommendations as to 
what ought to be done, to either the White House, or the State De- 
partment? 

Mr. Gurney. No, sir; and they have been very careful not to ask 
us as individuals, what we want. They said, ‘‘Bring us the Board’s 
position.” 

Senator ELLenpeER. And there has been no written communication 
between the Board and the White House up to now”? 

Mr. Gurney. Absolutely none. 

Senator ELLENDER. No suggestions either? 

Mr. Gurney. No, sir; not either way. 


LEGAL OPINION FURNISHED OTHER AGENCIES 


Senator Evuenper. All right. A while ago I asked you about the 
opinion of your attorney that was sent to the Attorney General’s 
Office. Did you furnish a copy of your opinion to any other Depart- 


ment of Government, say the State Department? 
Mr. Nunnevey. My recollection is we did not. 
Senator ELLENDER. Would you check on that and let me know? 
Mr. NuNNELEY. Yes. 


NONSTOP SERVICE FROM NEW YORK TO MEXICO CITY 


Senator ELuenper. Mr. Chairman, I would like to go into the 
matter of the issuance of this certificate to American Airlines for 
nonstop service between New York and Mexico City. As I under- 
stand, American had petitioned the Board for a permit 4 or 5 years ago; 
am | right on that? 

Mr. Gurney. I believe that is about right. I do not know the 
exact time. 

Senator ELLENDER. Was any action actually taken on that petition? 
If so, when? 

Mr. Gurney. January 21, 1954. 

Senator ELLenperR. Will you tell us how did that come about? 

Mr. Gurney. Certainly. May I go back? 

Senator ELLENDER. Go back as far as you want. Give us the whole 
story. 

HISTORY OF APPLICATION 


Mr. Gurney. As far as I know, before I became a Board member, 
this application came from American Airlines for nonstop service from 
New York-Washington to Mexico City. At the same time there were 
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applications there from other airlines. I believe there were applica- 
tions from Eastern and I believe Pan American. 

Senator ELLeNDER. You mean of the same kind as that of the 
American? 

Mr. Gurney. Yes, nonstop service. 

Senator ELLENpDER. Would it be the same points, or different 
cities, to Mexico? 

Mr. Gurney. More for Eastern. I believe their application 
filed some time ago possibly contemplated to stop at New Orleans, 
but I am quite sure nonstop service direct from New York-Wash- 
ington to Mexico City. On January 19, 1954, I was told that. 

Senator ELLENDER. By whom were you told? 

Mr. Gurney. American Airlines. 

Senator E LLenppr. American Airlines? Who saw you from 
the American Airlines? Will you give us his name? 

Mr. Gurney. Their attorney, Mr. Howard Westwood, and one 
of the officials of American Airlines. 

Senator ELLenpER. Do you know whether or not he saw any other 
members of the Board? 

Mr. Gurney. I do not. I do not believe they did. 1 believe 
they just saw me. 

Senator ELLenperR. Would you mind telling us what happened? 


AIR FRANCE PLANS 


Mr. Gurney. I would be glad to. They told me that Air France, 
Air France being an international line, were ready to start opera 
tions, nonstop, from New York to Mexico City. 

Senator ELLEenpER. Was that a fact? 

Mr. Gurney. Yes. 

Senator ELtenperR. Was Air France able to do that without coming 
to the Board for permission? 

Mr. Gurney. No; they got their permission at the time of our 
bilateral agreement with France. I believe it was negotiated by 
Russell Adams, representing the Board on a negotiating team, the 
State Department and the Board, held in Paris. When? 

Mr. Nunnevey. In the late forties. I do not know the exact date. 

Mr. Gurney. In the late forties. At that time the United States 
received permission to go to Paris and beyond. Air France or a line 
in France received permission to come to New York and beyond. 

Senator ELLenper. Was there any specific place to which Air 
France was permitted or granted a permit to go from New York? 

Mr. Gurney. Yes; Mexico City was the place. 

Senator ELLENDER. Was that mentioned in the certificate, or was it 
necessary to come back to you for a permit? 

Mr. Gurney. It was not necessary for them to come back. As 
soon as they got permission from Mexico they were fully authorized 
to fly from New York to Mexico. 


SITUATION OF AIR FRANCE QPERATION TO MEXICO CITY 


Senator ELLENDER. What is the situation now as to the route 
between New York and Mexico so far as Air France is concerned? 
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Mr. Gurney. They have been operating it since, I believe, January. 
I do not know the exact date, but I would say the middle of January 
or the 20th of January, right in that period. 

Senator ELLenpER. You say as soon as the attorney found this out, 
the attorney of American—— 

— Gurney. There was one other man with him that came to my 

omce. 

Senator ELtenpeR. Do you know whether or not they also con- 
tacted the State Department? 

Mr. Gurney. Yes, they did. They told me they did, prior to them 
coming to me. 

Senator ELLeENpER. Do you know whether or not they went to the 
State Department before they came to you? 

Mr. Gurney. Yes, they did; they said they did. 


MEETING WITH AMERICAN AIRLINES ATTORNEYS 


Senator ELLenpeR. Will you detail for us now what happened at 
this first meeting you had with the attorney of American Airlines? 

Mr. Gurney. I would be glad to. They came to me in the morning 
of January 19, around noon. It was between 11 and 12 0’clock. Ido 
not know exactly. I believe this was on a Wednesday, because we 
have had quite a bit of trouble on it, and I think I remember the 
dates, but we can look it up and see if it was Wednesday. 

They told me what they were up against in competition, that 
Air France would be able to offer a faster service than their 1-plane 
l-stop service to Mexico, and they were very fearful that that would 
cut down on their traffic, and they said, ‘“‘We want a nonstop service 
to Mexico City from New York.” 

I said, “That is fine. File a paper. We will act on it as soon as 
we can.” 

Senator ELttenper. Why was it necessary to file a paper when 
they had their application pending? 

Mr. Gurney. They had a certificate application pending, but it 
was not adjudicated. They asked for an exemption, which does not 
take along hearing. They can have an exemption pending a decision 
on their application. 

Senator ELLenperR. Before reaching your decision to act on this, 
did you take it up with the Board? 

Mr. Gurney. Absolutely—immediately. The first thing I said 
to American’s representatives—we only talked a few minutes—was 
“Put it on a piece of paper and bring it in to the Board,” and that is 
exactly what happened. 

Mr. Nunneley, can you tell me if they brought that paper in on 
January 19 or not? 

Mr. Nunnery. All this is covered in an affidavit you filed in court. 
It was filed at 9:45 the next morning. 

Mr. Gurney. It was filed the next morning, at 9:45, and that ap- 
plication had a description as to Air France, how Air France had finally 
gotten its authority from Mexico, and they asked that some of the 
information in the application be treated as confidential. 

The Board talked about that entire application on the next day, 
January 20, probably considering it for more than an hour, maybe 2 
hours. I do not recall. 
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We finally decided that we could not accept the application on a 
confidential basis, and therefore we instructed our staff to return to 
American Airlines all of the copies of their application which were 
given to us with the request that they be held confidential, saying 
that if they would refile, deleting the confidential information, we 
would be glad to accept it and would act on it as soon as possible. 

Senator ELLENpDER. And that was done? 

Mr. Gurney. That was done. 

Senator ELLenpgER. How much time did you spend before you issued 
your order? 

Mr. Gurney. We spent 2 hours on Thursday, thoroughly discuss- 
ing it. 

The next morning I was due to come to, I believe, the House com- 
mittee at 10 o’clock in the morning, so I asked the Board to meet at 
9:30 because we all knew what the application was. 

We met at 9 o’clock, not 9:30. I have an affidavit filed in court 
here, giving the exact time. We met at 9 o’clock, 


PERMIT ISSUED 


Senator ELutenper. In other words, you issued this permit after 
the confidential part was deleted, between 9 o’clock and 10 o’clock 
on the day it was filed? 

Mr. Gurney. That is right. But, Senator, we had received the 
previous day an application similar to it. 

Senator ELtenper. And this was done by a mere petition from them 
and no other evidence? 


STATE DEPARTMENT COOPERATION 


Mr. Gurney. The evidence was complete, because on Thursday 
the State Department came over and gave us their belief as to what 
should be done in an effort to give the United States carrier equal 
rights with those that Air France had. 

Senator ELLENDER. Who in the State Department consulted the 
Board? 

Mr. Gurney. Mr. Paul Barringer did the talking for the State 
Department, 

Senator ELLeEnpDrER. Did the State Department make any showing 
to you before the attorney for the American Airlines consulted with 
you? 

Mr. Gurney. No; they did not. Barringer called me, but he had 
not given me any information. 

Senator ELLenpEeR. You had communications, that is, verbal or 
otherwise, between the State Department and you? 

Mr. Gurney. He telephoned me that American Airlines was coming 
over. 

Senator ELLENDER. Would you be able to say whether or not any 
pressure was used on the Board by the State Department to have this 
certificate issued at once? 

Mr. Gurney. They came over and actively endorsed the applica- 
tion before the full Board, in the Board hearing room. 

Senator ELtenper. And of course you would not know what trans- 
pired between the State Department and American before they talked 
to you? 
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Mr. Gurney. That is right. 

Senator ELLENDER. We will have to get that from Mr. Barringer 
or Mr. Waugh. They are the ones, or at least they were the ones, in 
charge of that in the State Department, as I understand it. 

Mr. Gurney. I believe that is right. 


EVENTS SUBSEQUENT TO GRANTING CERTIFICATE 


Senator EL.Lenper. Would you tell us for the record what hap- 
pened to this certificate, or this permission, after you granted it? 

Mr. Gurney. First, we granted the exemption, but said that the 
temporary grant of the exemption to go nonstop New York to Mexico 
City was only good until we decided on the question of nonstop 
service, and that we would immediately set down for hearing the 
nonstop application of American Airlines, and that was immediately 
done. 

Senator ELLenpeR. Did you issue, as you say, a temporary cer- 
tificate? 

Mr. Gurney. Temporary, until we could have a formal hearing 
on it. 

Senator ELtuenper. And that was done? 

Mr. Gurney. That was done, and that hearing is now in process 
a the exact hearing, but the proceeding is in process, and Eastern 

Air Lines and Pan American and American are vying for that permit. 

Senator ELLenDER. Did you request the appearance of anybody 
from the State Department? 

Mr. Gurney. Yes. I believe they asked to come over and give 
us their slant on it. 

Senator ELLeENDpR. You mean for the first certificate issued 

Mr. Gurney. The exemption order. 

Senator ELLenper. And they appeared before you? 

Mr. Gurney. That is right. 

Senator ELtenper. Did they request to appear before you, or did 
you request it? 

Mr. Gurney. I believe they requested and said they wanted to 
testify, but I am sure if they had not requested it, the Board would 
have requeste ‘d the State Department to come over. 

Senator ELLENDER. Would vou say that the State Department was 
instrumental in presenting the case for American Airlines? 

Mr. Gurney. In the first instance? 

Senator ELLENDER. Yes. 


POSITION OF STATE DEPARTMENT 


Mr. Gurney. I expect American contacted the State Department 
in the first instance, and the State Department then concurred, that 
the United States should have the same right that Air France had, 
if we possibly could get it. They testified fully in favor of the exemp- 
tion being granted immediately, hoping to get American Airlines’ 
authority to run an equal service to Air France, so that they could 
both start at the same time on an equal footing. In addition, they 
endorsed it and said if the Board would grant the exemption they 
would, the State Department, grant American authority to go down 
and contact the Mexican Government themselves; in other words, 
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grant American Airlines permission to negotiate directly with the 
Mexican Government for this nonstop temporary permit. The Board 
granted the exemption. The State Department gave American au- 
thority, and American immediately tried to negotiate with the Mexican 
Government, and they had many conversations which after 3 or 4 
weeks—I do not know the exact time—broke down. American was 
never able to get the permission from the Mexican Government and 
therefore the exemption to fly nonstop by American Airlines never 
went into force, up to this moment. 


COURT INJUNCTION STAYING ORDER 


Senator ELLENDER. Would that not be because the court issued an 
injunction? 

Mr. Gurney. I do not know. 

Mr. Nunnetey. The court did stay the Board’s order, pending 
review. 

Senator ELLENDER. So that it would have been useless to get 
permission from the Mexican Government so long as the matter 
was tied up in court? 

Mr. Gurney. Let Mr. Nunneley reply to that, if he may, Senator. 

Senator ELLENDER. What I am trying to establish here, if 1 can, 
is that it was the State Department that made the case for American 
Airlines and, I presume, due to the fact that American tried to get the 
State Department to intercede for them? 

Mr. Gurney. Let me really put that State Department evidence on 
the basis that I accepted it. 

The State Department’s testimony in favor of granting the exemp- 
tion was not so much on the basis of this line, but on the basis that they 
felt the United States should have as good a line running from New 
York to Mexico City as should France. 

Senator ELteNpDER. Did they say New York, or any other point 
in the United States?’ Why New York? Why pick New York? 

Mr. Gurney. Because most of the traffic from the eastern part of 
the United States originates in New York, and because Air France 
was running from New York to Mexico City. Then, because Ameri- 
can Airlines was the only airline that had a permit to go into Mexico, 
they suggested, and firmly endorsed American as being the line to 
represent the United States. 


NEW YORK-DALLAS-MEXICO CITY ROUTE 


Senator ELLENDER. It is a fact, Mr. Chairman, that American has a 
route between New York—Dallas to Mexico? 

Mr. Gurney. That is right. 

Senator ELLENDeR. And it was not so pressing; was it? In other 
words, the people of New York were then being served by an air 
route to Mexico by way of Dallas? 

Mr. Gurney. To give the United States carrier the same competi- 
tive advantage that Air France had, it was necessary, in the Board’s 
opinion—the majority of the Board—two members of the Board dis- 
sented, as you know—that the United States carrier should have 
equal rights with the foreign carrier. I was one of the majority. 
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Senator ELLenpER. Was there any other line that had a route 
between New York and Mexico City by way of any other city in the 
United States? 

Mr. Gurney. Not any operating route, Senator. 

Senator ELLENDER. None? 

Mr. Gurney. No. 

Senator ELLEND»R. Pan American did not have any? 

Mr. Gurney. No; they did not. 

Senator ELLENDER. American was the only one that had one? 

Mr. Gurney. That had an operating route from New York to 
Mexico City via Dallas. \ 

Senator ELLENDER. However, you have quite a few other airlines 
that had a route between New York and points in Texas from where 
thes could hop to Mexico City on Pan American or American if they 
saw fit? 

Mr. Gurney. Eastern Airlines ran from New York to Brownsville, 
where they connect with Pan American; yes. 

Senator ELLenpeER. So that there were ample opportunities for the 
American public to go to Mexico City? 

Mr. Gurney. That is right—if they wanted to go on a one-stop 
service. May I present the figures on traffic since Air France got 
started? 

Senator E.uenper. Yes, if you desire. 


COMPARISON OF TOTAL TRAFFIC 


Mr. Gurney. In December of 1953, American Airlines emplaned 
out of New York to Mexico City, 1,066 passengers, and in January, 
1,155. In January, Air France took out of New York for Mexico 
City 30 passengers. In February, American Airlines carried between 
the same two points, from New York to Mexico City, 1,167 while the 
figure for Air France was 296. 

In March the figure for American Airlines was 968 and for Air 
France it was 520. 

In the first 21 days of April the figure for American was 361 and for 
Air France it was 457. 

Therefore, the faster service, the one-plane nonstop service of Air 
France, is taking the traffic away from the United States carrier. 
That is the justification. That is what I felt, as one Board member, 
would happen, providing the United States carrier did not get an 
exemption so they could start operating at about the same time Air 
France did, and that is exactly what has happened up to the present 
time. American Airlines did, I believe, last week, stop their one- 
plane service from New York to Mexico City, so now any passengers 
that American hauls from New York to Mexico take one plane to 
Dallas and get off and take a connecting plane to Mexico City. Air 
France started in January with two schedules, on Thurdsay and 
Monday. They started about January 20, or maybe a few days later. 

In February they had three schedules, Monday, Wednesday, and 
Sunday. 

In March they had additional schedules, Monday, Wednesday, 
Sunday, and Tuesday, up to and including March 25 
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Starting on March 22, and for the month of April, they have a 
schedule every day, nonstop service, with a first-class service on 
Monday, Wednesday, and Saturday, and coach service on Sunday, 
Tuesday, Thursday, and Friday. 


REGULATION OF RATES 


Senator Magnuson. What are the rates in those cases—the same? 

Mr. Gurney. I believe they are exactly the same. 

Senator Maenuson. Under our international agreement with them? 

Senator ELLENDER. They have to comply with our own rates, do 
they not? They cannot undercut us? 

Mr. Gurney. I am told by our chief counsel that we have no 
authority over an international carrie”. 

Senator ELLENDER. You mean over passengers that are carried 
from abroad. But how about passengers that emanate, say, in 
New York, to Mexico. Do you mean to say you do not have any 
authority to fix those rates? 

Mr. Nounnevey. The Civil Aeronautics Act gives us no power to 
fix the level of rates for so-called foreign air transportation, which is 
any transportation from a point in the United States to a point out- 
side thereof, or vice versa, whether it be by United States-flag carrier 
or foreign carrier. 

We have on a number of occasions asked Congress to give us that 
authority, but they never have. 

Senator E.tenper. I think you should have it, by all means. 
What is the situation in foreign countries, say in France, where you 
have Air France operating, and we are operating there? Can we under- 


cut them without violating the French laws; do you know? 


INTERNATIONAL AIR TRANSPORT AGREEMENTS 


Mr. Nunneey. I do not know what the French laws are, but in 
those areas they are all governed by agreements, IATA agreements. 

Mr. Gurney That means International Air Transport Association. 

Senator Maanuson. Are there any instances in the past year, 
since you made the agreement, where they have been undercutting 
foreign carriers? 

Mr. Gurney. None have come to my notice. 

Mr. Rorn. We have had many problems with South American 
countries, where in some cases, perhaps arbitrarily, a particular 
country forced, certainly their own carriers to charge rates that would 
undercut the United States carriers that were attempting to follow 
the rates agreed upon by the international airlines of the world, 
through this [ATA organization. 

There have certainly been some problems, I believe. 

Senator Magnuson. And there are also problems of monetary ex- 
change and actual cut in rates, that do not appear in the filing of the 
rates; is that not correct? 

Mr. Roru. Yes; there have been some extremely difficult problems 
in the past year, involving foreign exchange. 

Senator Magnuson. That is all. 
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RATE STRUCTURE OF AIR FRANCE AND AMERICAN 


Mr. Gurney. I may say that I believe the rates filed by Air France 
are the same that American charges; I do not want to leave the im- 
pression that they are in any way trying to run a cutrate service. 

Senator Macnuson. In this particular instance there is the same 
rate structure between Air France and American? 

Mr. Gurney. | believe that is correct. 

Senator MaGnuson. The reason I brought that out is that appar- 
ently the attractiveness to Air France is due to the nonstop service. 

Mr. Gurney. Nonstop, one-plane service, that makes it in about 
2 hours shorter time. 

Senator MaGnuson. And it is not the rates? 

Mr. Gurney. Not the rates. 

Senator ELLeENDER. Mr. Chairman, as | understand, you are going 
to find out whether you can let the committee have this so-called 
Brownell report? 

Mr. Gurney. That is right. We have each request made by you, 
Senator, written down and our Chief Counsel will bring an answer 
Monday morning. 


COMMUNICATION WITH WHITE HOUSE 


Senator ELLeNpER. And then you also state that insofar as you 
know, there has been no written communication between the Board 
with the White House, or anybody in the White House, advising 
what ought to be done about implementing the certificates in question, 
or establishing routes between the United States and Mexico? 

Mr. Gurney. I want to say that your question before was on 
what routes we wanted, and what we were willing to give Mexico in 
return. Now it is a little larger. On instructions of the Board I did 
write a letter to the President, giving him the history of the Mexican 
negotiations, and asking for a meeting with the executive branch and 
the State Department, so that we could start new negotiations with 
Mexico. That letter was sent to the President, I would guess, 6 or 
8 weeks ago, and culminated in these meetings that we have just 
concluded. 

Senator ELtenper. Did this letter contemplate the utilization of 
the certificates? 

Mr. Gurney. There was nothing said about those. 

Senator ELLenper. Did it make any suggestions as to any routes? 

Mr. Gurney. It did not 

Senator ELLenperR. Did it make any recommendations as to any 
routes? 

Mr. Gurney. No. 

Senator ELLENpER. Am IJ to understand that the purpose of that 
communication was solely to start new negotiations? 

Mr. Gurney. It was solely with the idea to inform the President 
that the Board wanted to talk to the executive department and the 
State Department to work out a plan so that we could start negotia- 
tions with our neighbor country, Mexico. 

Senator ELLENDER. Without any recommendations whatever? 

Mr. Gurney. There were none in the letter; no, sir. 

Senator ELLENDER. Have you any further questions? 

Senator Maacnuson. Yes. 
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NEW ORLEANS GATEWAY TO SOUTH AMERICA 


Senator ErLtenper. Mr. Chairman, as I think I discussed with you 
before, you realize that the city of New Orleans is really the gateway 
between our great Mississippi Valley and Central and South America; 
do you not? 

Mr. Gurney. Ido. I have seen the traffic down there many times, 

Senator ELLeNpDER. And that quite a large percentage of the traffic 
to Mexico emanates from that area? 

Mr. Gurney. Yes. 

Senator E.tenper. Both freight and passenger. 

Mr. Gurney. Yes. 


NO DIRECT ROUTE TO MEXICO 


Senator ELtuenprR. Do you not find it strange that a great city 
like New Orleans should be left out without any direct route to 
Mexico? 

Mr. Gurney. I regret it very much. 

Senator ELuenprer. My hope is that you will exert every effort 
you can in order to see to it that New Orleans does have a direct 
route from New Orleans to Mexico City, and I am very hopeful that 
some effort will be made to validate the certificates that have been 
issued in the past, giving various companies the right to fly into 
Mexico. 

Mr. Gurney. I personally am, and I believe the Board is, making 
every effort to conclude an agreement with Mexico to serve all the 
points where traffic naturally flows from the United States to Mexico 
City and Mexico. 


CRITICISM OF CAB PROCEDURE 


Senator ELLENDER. I am going to read a question and an answer 
that appeared in the American Aviation magazine by Warren Lee 
Pierson, board chairman of Trans-World Airlines. Are you familiar 
with the questions and answers he gave? 

Mr. Gurney. | am quite sure, after you start reading them, | 
will recognize them, because I read everything. 

Senator ELLenper. I do not want to read all of them. I am 
anxious to get your reaction. I want to ask you only about one 
question, and just get your comment. Here is the question that 
was propounded to Mr. Pierson: 


Do you feel that basically CAB is sound as it is now set up? 
The answer is: 


I think the concept of the CAB as set forth in the law is an excellent one. 
Furthermore, it has done much to develop what is the world’s best civil aviation 
system. However, with the passage of years and the increase in volume of 
work, the Board is in danger of being dominated by the staff. I believe the 
members should take a good look at themselves today and be sure that they get 
back to fundamentals, and perform as the quasi-judicial body they were created 
to be. They have sometimes seemed to be run by a staff which does not always 
appear to have the best interests of aviation or private industry at heart. 


I wonder if you care to comment on that question and answer? 
Mr. Gurney. I certainly would, Senator Ellender. I am sure that 
the top members of the staff right here in the room—and if any of 





2044 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


them want to speak up in their own behalf, they may—operate under 
directives received from the Board, very efficiently. They are over- 
turned many times. The Board, especially the members other than 
myself and Colonel Adams, have been there quite a long time. 

I do not believe that the staff is running the Board by any stretch 
of the imagination. There is a good cooperation between the Board 
and the staff. The staff is giving to the Board their recommendations, 
and giving the Board their independent thinking, true enough, but 
always under policies that have previously been sent down by the 
Board. The staff would not be worth its salt if it did not use inde- 
pendent thinking, nor would a Board be, and I, for one, would not 
want to serve as a member of the Board, if I thought the staff was 
controlling the Board’s actions. 

Senator ELLENDER. Senator Magnuson? 


PROBLEM OF SHEMYA FACILITY 


Senator Maanuson. I wanted to ask the Chairman while he was 
here, and I came down specifically for this—Has the Board had any 
discussions regarding the problem of Shemya, in the Aleutians? 

Mr. Gurney. Yes; many of them. That is a very vital question 
right now because of the position of the Defense Establishment that 
the base of Shemya is no longer needed. I believe the Air Force, our 
commercial lines, and Canadian Pacific, as well as any other commer- 
cial airline of any other country use Shemya as the halfway point 
between this continent and Asia. 

Senator MaGnuson. The Board has not come to any formal con- 
clusion on the matter? It has just been: a matter of concern to the 
Board, as I understand? 

Mr. Gurney. A matter of very great concern, because, should 
Shemya be lost to Northwest Airlines especially, they would have to 
make a longer hop from the next closest base of Cold Bay in the 
Aleutian Islands, and they would have to take a penalty of 4,000 
pounds on their payload, using present equipment, if they jumped 
from Cold Bay to Tokyo. 

Senator Magnuson. Has the Board discussed this with Mr. Lee 
on any occasion? 

Mr. Gurney. Many times. You say “the Board.” The Chair- 
man has, on instructions of the Board. 

Senator Magnuson. And the CAA has also expressed some grave 
concern on this matter? 

Mr. Gurney. That is right. 


NEED FOR KEEPING NORTH PACIFIC ROUTE OPEN 


Senator Magnuson. Has the Defense Department also made any 
statements regarding the importance of keeping the North Pacific 
route open? 

Mr. Gurney. They have come to the conclusion, and have so noti- 
fied the interested agencies of the Government, that they are going to 
pull out July 1. 

Senator Maanuson. Until we settle the matter as to whether or 
not we are going to have to have an operation out of Cold Bay, which 
I understand the CAA has now under consideration, the closing of 
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Shemya would close up a vital international route. Do you agree 
with me on that? 

Mr. Gurney. Yes. I am sure the Board agrees with you on that. 

Senator Maanuson. Yes. 

Mr. Gurney. It would be very fine if they could keep Shemya 
open until the CAA has the authority and appropriated funds to oper- 
ate Cold Bay, and then, as I understand it, it is Northwest Airlines’ 
plans, if they have to operate from Cold Bay, to use DC-—6’s instead 
of stratocruisers, and they could operate from Cold Bay to Tokyo 
without taking the penalty of 4,000 pounds payload. 

Senator Macnuson. In other words, with them it becomes an equip- 
ment problem, I understand, too? 

Mr. Gurney. That is right. 

Senator Magnuson. In the meantime, would you say that generally 
it is the Board’s opinion that, from a Defense angle, or from all angles, 
in view of the situation in the Far East, it would be unwise to allow 
the North Pacific route to close? 

Mr. Gurney. As to the Defense angle, I will let the Defense 
Department speak, but with respect to the interests of the CAB it 
would be fine to keep that route open. 

Senator Magnuson. Do you know of any instance where we have 
ever abandoned an international route, once it has been established, 
an important international route? 

Mr. Gurney. We have renewal cases in the South Pacific area. 
All these things are predicated upon overall picture, and it is pretty 
hard for me to express an opinion at the moment, on account of it 
being prejudgment of a case. 

Senator Maanuson. I understand, but I understood the general 
opinion in the Board seems to be that we should get this matter 
settled, leaving out carriers, or anything else, so that we should have 
this short North Pacific route to the Orient. 

Mr. Gurney. We do have, under our Chicago conference agree- 
ment, some obligation to provide the necessary navigational aids over 
any international route. We agreed to that, I believe, in 1945, in 
the Chicago conference. The Canadian Pacific is using that route, 
and they have already told the United States that operation from 
Cold Bay to Tokyo would be satisfactory to them. 

Senator Macnuson. Because, of course, Cold Bay is about, I think 
900 miles east of Shemya. It is about a 2,900-mile run to Tokyo, I 
think. 

Mr. Gurney. Yes. It is an awfully long run. 

Senator Magnuson. [have flownit. It is an awfully long run and 
the water is cold down there. 

Mr. Gurney. I would imagine so. 

Senator Maanuson. I just wanted to bring out for the record that 
the Board has given this consideration and has a grave concern about 
the whole situation. 

Mr. Gurney. As I understand it, Mr. Lee of the CAA has prepared 
the necessary budget figures and is trying to secure authority to bring 
them up to the Congress to handle this situation. 

Senator Magnuson. Which would probably put this on some 
permanent basis rather than this year-to-year question of appropria- 
tions for Shemya, which we have had to go through for many years. 

Mr. Gurney. That is the program, as I understand it. 
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Senator Magnuson. Thank you, Mr. Chairman. 
Senator ELLENDER. Senator, is there anything else you wanted to 
add to your testimony? 


SUMMATION OF FUND REQUIREMENTS FOR AIRMAIL CARRIERS 


Mr. Gurney. I think not, Senator Ellender. We do hope that we 
can have sufficient funds, and we do hope that we have made a justi- 
fication for the need for funds to carry on the program authorized by 
the law. We feel that we have a responsibility to keep the airlines on 
a stable basis, and we do need funds to finish this fiscal year 1955. 
The money appropriated by the House, $40 million, will run out in 
January. That is our best estimate. We believe that there is no 
chance of saving any money by withholding the balance of the esti- 
mate, for the Board will not pay out one dollar that is not justified 
under the law and under for nally issued orders of the Board. 

If there is anything coming back from the carriers, from previous 
years, it would not affect the 1955 estimate. It would go into the 
Treasury as general receipts, or to the Post Office. I do not know 
which. It oe not come to the Board if there is any recovery in 
prior years. A r from now we can tell you exactly what has 
happened in an way of offset on account of the Supreme Court 
decision, and will be better able to judge 1956. However, at the 
moment, it is our considered judgment that the budget-authorized 
amount of $73 million should be granted. 

Senator ELLenper. I am certain that the committee will give it 
every consideration. 


TOTAL MAIL PAYMENTS TO CERTIFIED AIR CARRIERS 


At this point in the record I would like to place extracts from state- 
ments covering the separation of total mail payments to certificated 
air carriers. 

(The material referred to follows:) 
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Seconp REvisED ADMINISTRATIVE SEPARATION OF Supstpy FoR UNrrep States 
CERTIFICATED Arr CARRIERS 


5-year summary of total mail payments to certificated air carriers 


{In thousands] 
Fiscal years 
1953 1954 


Service mail pay 
Domestic trunks $25, 435 $31, $32, 355 $34, 631 $36, 
Local service 15 - , 136 1, 382 1, 
Helicopters ( , 876 341 ’ 
International, overseas, and Territorial 7 7, 775 716 20, ; 


Total 06 51,5 5 7 5, O70 


Subsidy 
Domestic trunks q : 929 3. 581 
Local service O05 ; 952 : 
ic 1 Helicopters 9 395 
JUS International, overseas, and Territorial _- 39, , BE 546 
» the 
NOW 


‘'y In 


Total 5, 20 70, 55 75, 708 


Total mail payments 
Domestic trunks 38, 36, 565 


has Local service . 20, 07 23, O88 


: Helicopters 1 876 
ourt International, overseas, and Territorial _- 56, 68, 151 


the Total_. 2, 0 129, 680 
rized 
Pursuant to Reorganization Plan No. 10, which became effective August 1 
1953, the Board will be responsible for the function of payment of the subsidy 
in the mail rates of the various air carriers as of October 1, 1953; and the Post- 
master General will have the function of payment of the service or compensatory 

element. 


BASES FOR REVISION 


The approach and technique in establishing the administrative separation are 
those utilized in the Board’s prior reports except in the case of the three certificated 
helicopter carriers. 

The revision reflects (a) such changes in mail payments as have resulted from 
the finalization of mail rates for various carriers since September 1, 1952, and 
(b) the most recent traffic, operating, and financial data for all carriers. 

The estimated mail payments for the fiscal years 1954 and 1955 are based 
on the assumptions enumerated below and changes in any of those factors would, 
of course, require modification of the estimates: 

(1) the continuation of the current high level of economic activity; 

(2) the route structures of the various carriers as constituted in August 1953; 

(3) existing price, wage, and cost levels; and 

(4) the level of payments existing pursuant to final mail rate orders of the 
Board as of the most recent date preceding completion of this report 
(Aug 11, 1953). 

It should also be observed that, assuming no change in factors affecting the 
validity of the estimated total mail payment for carriers for which subsidy is 
estimated in fiscal 1954 and 1955, shifts in the volume of mail upward or down- 
ward from that projected in the appendixes may either increase or decrease the 
relative amounts of subsidy and service mail pay. The estimates reflect the 
previously determined service rates, so that any future change in such rates will 
affect the validity of such data. 

The compensatory or service mail pay has been determined, as in the prior 
reports, by applying the applicable group service rate to the actual or estimated 
mail ton-miles (as estimated by the Post Office Department) for each carrier. 
For those carriers which were operating under final compensatory rates free of 
subsidy as of August 11, 1953, the service mail pay has been determined on the 
assumption that the final rate will continue in force throughout the fiscal years 
1954 and 1955. Accordingly, the service mail payments for the eight domestic 
trunkline carriers (American, Capital, Eastern, National, Northwest, Trans World, 
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United, and Western) which were operating pursuant to final service rates as of 
August 11, 1953, are based on the service mail rate per mail ton-mile in effect 
under the applicable final mail rate order of the Board. 

As in the prior administrative separation reports, for such carriers as require 
subsidy the subsidy payment represents the difference between the actual or 
estimated total mail payment and the compensatory or service mail pay. 








HELICOPTER SERVICE 









The helicopter operators have been found to fall in group VI, bearing a service 


rate of $2.58 per mail ton-mile, beginning with the fiscal year 1954, as summarized 
below: 


{In thousands] 





Fiscal year 1954 
Service 
mail 









Helicopter 





Deinncahisetnbbiiomnin scalars miele inlets li as Tani $83 $433 $516 

I wh... 28s cei bapubbbabbnwahanceuuedtnessnddseasldamedcanenmetameiee 134 766 900 

SN stan heneetinainenatentien meneepeninnd iene adephawtebitines+eeekeneanden 124 1,126 1, 250 
Total 


a ea a ri a eee | 2,925 | 2, 666 






Fiscal year 1955 


Service o« Total 
mail , Say mail 
pay | pay 
































a cure ney ibd ditindgeahighwliedtianakdthibineibai ee eee $85 $431 
SE A ciiatdiad ocstimcrernimainainieiianel ss taser toanitieeninamneieauisiadliataman edimiaendei | 139 761 900 
New York 





cosenepnunsampecqnsedesoes : neacasnuecasudbesasusseesecnsocegenel 129 1,371 1, 500 





Total 











pwdecncunesccussceccenseocensccesesoorccsoretessecenpescceeodpenerens | 353 





2, 563 | 2, 916 


The determination of the grouping of the three helicopter carriers is compli- 
cated because experimentation by such carriers in the transportation of passengers 
and property has only begun recently. 

The single controlling factor in determining the service rate groupings of all 
carriers is the number of revenue ton-miles produced per station. Because the 
passenger and property traffic potential of the helicopter operators is virtually 
undeveloped, their current revenue ton-miles consist essentially of mail. Accord- 
ingly, the criteria heretofore used for grouping the other domestic carriers cannot 
properly be applied to the helicopter operators without adjustment. 

In order to ascertain the potential revenue ton-miles per station for these carriers, 
it was necessary to arrive at a constructed estimate of the revenue ton-miles for 
2ach carrier on the assumption that passengers and property would become an 
established portion of their traffic. This was done as follows: 

1, For each group of carriers, as well as for the domestic industry as a whole, 
a study was made of the relationship of mail ton-miles to total revenue ton-miles, 
respectively. 

2. lt was determined that the relation of the mail ton-miles to total revenue 
ton-miles ranged from a low of 2.31 to a high of 5.49 percent. 

3. On this basis, and after due consideration of the routes, volume of service 
and traffic characteristics of the helicopter operators, it is not unreasonable to 
assume that such operators, with a full passenger and property development, will 
eventually achieve a relation of mail ton-miles to revenue ton-miles of from 3 
to 3.5 percent. 

4. Employing a ratio in this range for Helicopter Air Service, Inc., and for 
Los Angeles Airways, Inc., produces revenue ton-miles per station for each car- 
rier, on a constructive basis, ranging between 20,000 and 50,000. 

5. The 20,000 to 50,000 range is that hitherto established by the Board as the 
limits of the group VI carriers, bearing a $2.58 mail ton-mile service rate. 


















6. 

we 
only 
avai 
Hov 
gen 
opel 


Dor 


Gre 


STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 2049 


6. Accordingly, the two carriers have been placed in group VI. 

7. Since New York Airways, Inc., has been in operation less than 1 year and 
only began transporting passengers in July 1953, no reliable reported data were 
available upon which to construct its revenue ton-miles by mathematical formula. 
However, considering the nature of its routes, it appears that this carrier should 
generate volume per station at least approximating that of the other helicopter 
operators. Accordingly, this carrier has also been placed in group VI. 


Domestic air carriers—Separation of service mail pay and subsidy, fiscal year 1951 


la 
. | Group . . 
y r : | ; ail. | Service Subsidy Mots 
Corey Name of carrier | service | , - ; 25 ail. oe ey Total 
group rate | t0n-miles| mail pay | mail pay | mail pay 
| | 


Thous. Thous. Thous. 

Group I American. sissenene L 2, 4¢ $5, 621 $1, 015 $6, 636 
| Eastern. sedettiaecs sane ‘ 5, 2, 435 475 2,910 

TOGO Olas detiessese " eceunbes aie 4, 823 916 739 


5, 
United ‘iene | 6, 591 1, 254 7, 845 


Total, group I .265 | 19,470 3, 660 
Group IL.....| Braniff ‘ 5 76 782 956 
Capital. wand ahaa imate | 942 1, 610 
Chicago & Southern haben ' 46 | 312 | 1, 036 
Delta ‘ a ee | . 800 507 
7 i ‘ . 444 1, 269 
STEIN, «cing celeudsvinhennenansnameehinn 2, 35 1, 246 4, 173 
Western......- . neubive | , 128 | 598 340 








Total, group II.........- muslin 2! 5, 154 9, 891 


Group III. CO ee 7 | 78 | 1,078 
SPIED... Jatt cconeetnwenebats a 258 191 | 1, 236 | 
Inland... --. i Seeccsonadpunes 185 139 | 559 
Mid-Continent eth ae 304 296 1, 338 
POON iantadsbcnddccntbionescinesnd nanoneel 138 104 1,119 








Total, group III ---| 1,076 808 | 5, 330 | 


Group IV_...| Piedmont 91 | 59 | 54 | 1, 160 
Pioneer é 103 1, 064 | 
Robinson_. wanes 26 | | 875 
Southwest cease 52 | 782 





Total, group IV d i : 210 3, 881 


Group V._...| All American | 48 | ( ‘ 1, 784 
Bonanza a mitiets j 4 590 
Empire . wel 2 ‘ 572 
Frontier . ...- a | f 5 | 2,428 | 
TEED sc wanbbvencuctboscenentacn “ | | 5 | 1, 584 
West Coast S cndinias 9 | : 652 
Wisconsin-Central | { ‘ 1, 220 





Total, group V........... sated ( 38 8, 830 


Group VI_...| Lake Central 
Ozark , 
Southern. .-.. 


Total, group VI_..........-. 

Group VII_..| Central bie 
| Midwest... cide 

WER, ccesicrecndc 


Total, group VII 
Total, excluding helicopters 


Helicopter | Helicopter Air Service aria alee 23 449 449 
group. Los Angeles Airways... --- anda aeeaeal | 47 458 |_. 7 458 


Total, helicopter group | 70 907 907 


Total, including helicopters....._|__- | 64,801 | 27,490 35, 938 ~ 63, 428 





45431—54—pt. 2—— 
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Domestic Air Carriers—Separation of service mail pay and subsidy, fiscal year 1954 


Group 
ne of carrier service 
rate 


Mail, Service 
ton-miles | mail pay 


Total 


Carrier N 
| mail pay 


g ldy 
group Subsidy 


Thous Thous Thous. | Thous 
American 19, 830 p 
Eastern 6, 560 
Trans World 12, 250 
United ‘ 23, 500 


Total, group I 62, 140 


Braniff As 2 170 


Capital 9 a0 
Delt 3, 20) 
National 1, 600 
Northwest 3, 830 
Western , 600 


Total, group II 7( , 78 500 


Group ITI Colonial : f 74 
Continental 687 
Northeast , 615 | 
Piedmont , 549 
Pioneer ) , 021 


Total, group ITI 8s 5, 636 


Frontier 12° 2, 904 | 
Mi iwk f O4 
Southwest , 107 


Total, group IV 275 4, 965 | 


Group V Allegheny 2 , 789 
Bonanza ¢ 002 
North Centra q 2, 508 
Ozark i 2, 008 
Southern , 810 | 
rrans-Texas > 2 577 


West Coast ‘ y 553 
Total, gr 525 777 3, 147 


Group VI Central 2. 5s , 686 
Lake Central , 473 


Total 76 3, 159 


Helicopter Air Service -- 33 f 431 516 
Los Angeles 54 761 900 
New York 50 1, 371 | , 500 


Total, helicopters 137 353 2, 563 , 916 
Total, group VI 213 549 5, 722 | 6, 271 


Total, excluding helicopters_. 78, 805 37, 795 27, 407 65, 202 
Total, including helicopters-. 78, 942 38, 148 29, 970 | 68, 118 








ar 1955 


Total 
mail pay 


Thous 
$8 
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United States international, overseas, and territorial air carriers—separation of 
service mail pay and subsidy, fiscal year 1951 















.. United Total 

CGrroup tat Servi Unit i 
: : 8 Service 3 . 
Carrier grouping service aoe _| Subsidy ree 
| rate mail, mail pay States 

' ton-miles mail pay 






| 




















A. Transatlantic operations: Thous Thous. | Thous Thous, 
PAA-Atlantic sel | $0.85 | 5, 166 $4,391 | $10,609 | $15,000 
Trans World } 3, 835 3, 260 | 4, 240 | 7, 500 






Total, group A | 9, 001 7, 651 14, 849 22, 500 






B. Latin American operations: 
Group B-1: PAA-LAD | 59 2, 991 1, 765 4. 933 6, 698 












Group B-2: | 
Braniff 88 | 115 101 & 
Chicago & Southern 35 31 l, 


Pans 


2,100 
1, 603 
, 566 






















Total, group B-2 559 | 492 4,777 5, 269 
Group B-3: Caribbean Atlantic 1.38 10 | 14 248 | 262 







9, 958 12, 229 





Total, group B 3, 560 







lranspacific operations 
Northwest . 67 1, 945 1,303 | 2,997 | 4, 300 


PAA-Pacific 550 













Total, group C_. 7, 574 5,074 10, 776 15, 850 


Hawaiian operations 
Hawalian 
Transpacific 







81 is 39 30 | 69 







Total, group D 
E. States-Alaska operations: PAA-Alaska } 47 456 214 


792 


, 006 









Intra-Alaska operations | | 
Group F-1 | | 
Alaska Airlines } 1.29 37 306 | 744 1, 050 
Northern Consolidated | 144 | 186 518 | 704 
Pacifie Northern 159 | 205 | 364 | 569 
52 > 






Wien 


Total, group F-1 











Group F-2 








Alaska coastal 2. 50 39 98 | 88 186 
Byers | 6 | 15 | 24 39 
Cordova. . | 9 | 23 | 25 18 
Ellis ; rr | 28 | 162 190 






Reeve 


Total, group F-2 






Total, group F. 

























G. International ‘‘stub-end’’ operation of domestic | | 
carriers: | | 
Group G-t: | | | 
American (to Mexico) — | ~ 45 | 65 | 20 85 
Eastern (to Puerto Rico) | | 103 10 113 
United (to Hawaii) - - | 
' 
| 









Total, Group G-1 1 | 608 
Group G-2: National (to Cuba) 53 14 | 7 7 
Group G-3: Colonial (to Bermuda) 75 | 14 | 11 | 259 270 









Total, group G sirenasees 





Total, all groups 
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United States international, overseas, and territorial air carriers—separation of service 
mail pay and subsidy, f jiscal year 1955 


Group| & diate | Total, 
i States | Service at O nited 

‘ re : service ; | 2 Subs | 
Carrier grouping ervice| ‘mail, | mail pay | S¥bsidy | States 
| 


| ton-mile s| mail pay 


United 


' 


A. Transatlantic operations: | Thous. Thous. | Thous. | Thous, 
PAA-Atlantic ; ; . BE 3, 446 $5, 482 $8, O18 $13, 500 
Trans World Soahtmeentl - i ‘ ‘ 4, 139 4, 361 8, 500 


Total, group A....--- | 11,318 9,621 | 12, 70 | 2, 000 


B. Latin American operations: 
Group B-1: PAA-LAD 


Group B-2 
Braniff _- 
Delta 6 
Panagra....... 


Total, group B-2 
Group B-3: Caribbean- Atlantic 


Total, group B__.-- 


. Transpacific operations: 
Northwest ibaa nea 4 7 , bE Ol . 942 
PAA-Pacific 5 leniniaaas : | 5, 3: 3, 570 | 7, 823 11, 393 


eae = 
Total, group C ° eancencene| B, 84: 4,585 | 11,750 16, 335 


. Hawaiian operations: 
Hawaiian 
Transpacific 





Total, group D__.. 


. States-Alaska operations: 
Alaska Airlines 
Pacific Northern_......-.-. — ‘ 
PAA-Alaska._. . i winter | . 25 1, 322 1, 560 





oon | 
Total, group E * voneelind , 275 | | 3, 255 


. Intra-Alaska operations: 
Group F-1- | at 
Alaska Airlines. a . 27! 35£ 969 
Northern Consolidated maieaton 2 2é 
Pacific Northern 
Wien 


Total, group F-1-. 


Group F-2: 
Alaska Coastal 
Byers 
Cordova. 

Ellis 
Reeve 





Total, group F-2 
Total, group F 


G. International “‘stub-end” operation of domestic 
carriers 
Group G-1: 
American (to Mexico) 
Eastern (to Puerto Rico) 
United (to Hawaii) _. 








Total, group G-1 


Group G-2: National (to Cuba) 
Group G-3: Colonial (to Bermuda) -- 





Total, group G 





26, 828 20, 312 50, 282 


Total, all groups. 
| | 


Senator ELLENDER. The committee w ill aati in recess until 2:30 


tomorrow. 7 
(Whereupon, at 4:55 p. m., Thursday, May 13, 1954, the committee 


recessed, to reconvene at 2:30 p. m., Friday, May 14, 1954.) 
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DEPARTMENTS OF STATE, JUSTICE, AND COMMERCE, AND 
THE UNITED STATES INFORMATION AGENCY APPRO- 
PRIATIONS FOR 1955 


FRIDAY, MAY 14, 1954 


Unrrep States SENATE, 
SUBCOMMITTEE OF THE SENATE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 2:30 p. m. in room F-37, the Capitol, the 
Honorable Styles Bridges, chairman of the full committee, presiding. 
Present: Chairman Bridges, Senators Ferguson, Knowland, and 
Smith of New Jersey. 


UNITED STATES INFORMATION AGENCY 
STATEMENT OF EUGENE W. CASTLE, NEW YORK CITY 
GENERAL STATEMENT 


Chairman Brinces. The committee will come to order. Today 
we have invited Mr. Eugene W. Castle to present his observations on 
the United States information program. Mr. Castle spent con- 
siderable time traveling about the world at his own expense. His 
views should be of interest to this committee and to the American 
people. 

Mr. Castie. For the record, my name is Eugene W. Castle. I 
am founder and former president of Castle Films. I live in New York 
City. Most people, Mr. Chairman, appear before your committee 
to plead for spending of more American money. With all the sincerity 
at my command, I am here to plead with this committee to spend less, 
many millions of dollars less. 

For most of 3 years I have traveled over much of the world as a 
private citizen entirely on my own and strictly without sponsorship. I 
have traveled at least 50,000 miles. I have spent at least $50,000 of 
my own money to find out why Americans are disliked by foreigners. 
J am nothing more than a plain American citizen and I do not want to 
be anything more and as such I wanted to find out why, when we spent 
$20 million for propaganda per year we had more friends and more 
supporters than we have today when we are spending nearly 5 times 
that sum. 

I wanted to find out why our propaganda activities have failed us 
so miserably. I have, I think, some important answers and I am 
going to make known to this committee the facts as I have seen them 
and as I sincerely believe them to be. I should like to make 3 specific 
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recommendations or suggestions to accomplish a saving of at least 
$15 million below the sum provided by the House for the United 
States Information Service for the coming fiscal year. 


RECOMMENDED REDUCTIONS 


Here are three definite recommendations for making cuts in the 
House Appropriations Committee bill on the USIA for the new fiscal 
year: One, cut out the motion-picture program entirely. This will 
eliminate $3 million. American entertainment motion pictures have 
dominated the legitimate-theater screens of the free countries of the 
world for five decades. For better or for worse, they show Americans 
for what they are. Time and again I have crossed the Atlantic, 30 
times over the past 30 years. JI have been told that our best salesmen 
are the motion pictures of the entertainment studios in Hollywood. 

Gentlemen, I retired from the film business in 1949. I own no 
stock in any motion-picture company. The USIA theme films are a 
stupid and wasteful duplication of that professional effort. 

Two, there is no USIA in Switzerland. Eliminate the USIA 
organization in Turkey, in Greece, in Spain, in Denmark, in England, 
and in Belgium and save $6 million for the American taxpayers. By 
eliminating a totally unnecessary activity in countries where we have 
friends and not Communist enemies. In these countries our friends 
both in and out of government are amazed that we spend millions of 
American dollars on foolish blatant and totally unwarranted propa- 
ganda to members of the human race who do not need or want it. 

Three, stop spending $6 million annually for cable charges alone for 
propaganda news handouts created in Washington and cabled 6,000 
words of it to 77 countries 5 day a week. 

Other large sums can be saved by eliminating the organization within 
the USIA that creates and distributes these unwelcome and un- 
warranted and unwanted handouts to editors throughout the world. 
This total saving involves more than $15 million. It does us no good, 
Mr. Chairman, to cut USIA appropriations without ordering the 
elimination of specific items. In that connection I was impressed 
sometime ago to see a news report that you, Mr. Chairman, was very 
much against bunching items, that you liked to see them spelled out. 
That is just good business. I am prepared to support these proposi- 
tions in some detail. I am going to begin by referring to a committee 
of 14 eminent—and I mean eminent—Hollywood entertainment 
people whose names I shall read to you. Here they are. They were 
appointed in April 1953, almost a year ago, in fact, more than a year 
ago, as honorary consultants to the USIA film section. All these 
people are prominent Hollywood studio managers, writers, and 
directors. You will recognize their names at once. Mr. Frank Capra, 
Mr. Y. Frank Freeman, Mr. Edward Mannix, Mr. Milton Pickman, 
Mr. Gunther Lessing, Mr. Arthur Freed, Mr. Charles Brackett, Mr. 
Roy Brewer, Mr. Walter Pidgeon, Mr. Richard Breen, Mr. George 
Sidney, Mr. Cary Wilson, Mr. William Pine, Mr. Sam Brisken— 
14 in all. 

The committee, this particular committee, has frequently been 
referred to by name by Mr. Streibert and others in advancing the film 
projects particularly at budget time. 
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The names have been used as window dressing to indicate a closely 
related liaison between the theater producers and the stric ‘tly non- 
theatrical film activities carried on entirely in the East by USIA. 


HONORARY CONSULTANTS TO USIA FILM SECTION 


On May 10 this month my representative in Hollywood at my 
request telephoned to some of the members of this year-old committee 

honorary picture consultants. Mr. Roy Brewer, the labor repre- 
sentative, was out of town and could not bereached. Mr. Sam Brisken, 
the producer, never attended a meeting of the committee and has 
never been consulted. Mr. Milton Pickman, a producer at Columbia 
Pictures, never attended a meeting according to his own statement and 
cannot recall one ever having been held. Mr. Charles Brackett never 
had served or attended a meeting. He was angry that he had been 
disturbed. Mr. Y, Frank Freeman, of Paramount, had no comment. 

His secretary promptly referred the inquiry to the officials of 
Mr. Cecil B. deMille, who happens to be the chief honorary consul- 
tant to the USIA motion picture section. 

The secretary had no comments in behalf of Mr. Freeman but 
volunteered information that Mr. Turner Shelton, second in com- 
mand of USLA film section had conferred with Mr. deMille in Holly- 
wood on May 10 and had flown back to Washington on that day. 

Cary Wilson, writer-producer; Frank Capra. director, and Gunther 
Lessing, members of year-old committee, out of town and could not 
be contacted. 

On April 3 the same man, the man whom I have known 40 years, 
communicated with Mr. deMille, and asked him about these Holly- 
wood consultants. He received from Mr. deMille this letter. 
This is brief. 

In response to your inquiry of March 24, I am not aware of any “Committee 

1 Hollywood Consultants” appointed by Mr. J. Cheever Cowdin, when he was 
Director of the Motion Picture Service of the United States Information Service. 

The House and Senate records will show that committee was 
appointed. They have been referred to. Mr. Streibert has re- 
peatedly referred to them. Ido not take them out of the air. 

There are two groups, consisting of individuals in the executive and operating 
branches of the motion-picture industry whom I asked to serve in an advisory 
capacity and who patriotically consented to do so. 

[ believe De Mille probably means the same thing. 


As chief consultant on motion pictures to the United States Information Ageney 
[ am an ex-officio member of both of these groups and their normal point of liaison 
with the agency. 

I shall be glad to bring before the appropriate members of these groups, or the 
appropriate division of the United States Information Agency, any communica- 
tion which may be of interest or value to our country’s overseas information 
program. 


Mr. Streibert at the appropriation testimony—and I read the testi- 
mony up to the 7th—has referred to the fact that these following 
Hollywood motion-picture people—who, incidentally are the best in 
the world when it comes to producing these theatrical motion pictures, 
are in reality giving him invaluable assistance in terms of the opera- 
tion of his motion-picture setup for which he seeks $3 million on top 
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of the House bill. Mr. Andrew W. Smith, Jr. is the present head of 
the motion-picture setup. 
I am going to read to you about Mr. Smith. 


BACKGROUND OF ANDREW W. SMITH, JR. 


In December 1953 Andrew W. Smith, Jr., of New York City, suc- 
ceeded J. Cheever Cowdin, former Wall Street banker and once chair- 
man of Universal Pictures, as Chief of the Motion Picture Section of 
the USIA. During his 40 years in the motion picture industry Mr. 
Smith has never had any experience in the production of motion 
pictures; he has never had any experience in the foreign distribution 
of motion pictures. 

He has never had any experience in the nontheatrical part of the 
motion picture industry. 

Mr. Smith’s experience has been confined solely to the domestic 
sales of theatrical motion pictures. 

May I say in fairness, that in that end of the business, as you will 
shortly see, Mr. Smith has had a very wide experience. 


NONTHEATER FIELD 


[It should be made very clear that the difference between the 
theatrical and the nontheatrical branches of the motion picture in- 
dustry is as great as is the difference between night and day. Further- 
more, it should be made plain that the propaganda activities of the 
Government as conducted through its USIA film section, in reality, 
is almost exclusively in the nontheater field with respect to both the 
production and foreign exhibition of the documentary type short 
subjects. 

This type of film embraces 90 percent of the USIA’s motion-picture 
production and exhibition activities and regardless of any representa- 
tions that may be offered to the contrary to Senate Appropriations 
Committees, the trade or public press anywhere else. Moreover, 
propaganda motion pictures produced by the United States Govern- 
ment and offered by its propaganda agents under the guise of theatrical 
short subjects for showing to foreign audiences by subsidizing foreign 
exhibitors or film producers is exactly the malpractice that Americans 
strenuously object to when practiced by the Soviet Government or 
any other government. And rightly so. 

And on top of all this subsidized propaganda motion pictures of 
any government are seldom shown and the effort and expense for such 
an activity is out of all proportion in relation to its effectiveness or 
usefulness. 

BACKGROUND OF MR. SMITH 


Mr. Smith was first employed by Pathé in 1914. Later he became 
a salesman for the nonexistant First National Pictures Co. Followed 
by a branch managership and then by an executive post in the com- 
pany’s New York office. 

When First National was merged with Warner Bros., Mr. Smith 
continued on with the sales department of Warner Bros. until his rela- 
tions with the company were severed by Jack Warner in July 1936. 

Mr. Smith was appointed general sales manager of United Artists 
films in October 1936 and he held that post until September, 1938. 
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Then in 1939 Mr. Smith was appointed to a sales post in RKO 
pictures. His services with that company were terminated by Mr. 
Ned Pepinet when the latter became president of RKO Distributing 
Corp. in June 1942. 

Mr. Smith then moved to 20th Century Fox where he was general 
domestic sales manager from 1947 until his resignation was accepted 
by President Spyros ‘Skouras in 1951. 

Mr. Smith has not been affiliated with any film company from 1951 
until his appointment to the Government post in December 1953. 


MR. SHELTON 


I do not have to burden this committee with any information con- 
cerning Mr. Shelton. He was with some theatrical studios in Holly- 
wood prior to his association which I understand has been over a 
period of 4 or 5 years with the agency. He has assisted as the active 
operating head. 

CECIL B. DE MILLE 


Now Mr. Cecil B. De Mille. Mr. De Mille as you gentlemen know 
is one of the founders of the motion pictures. He is the one great 
producer, one of the greatest living producers of spectacular motion 
pictures in the entire world. 

There are few motion picture geniuses who are greater than Cecil 
B. de Mille. He has never produced a documentary or short subject 
type of film. I just want you to read that because it is a different 
business. 

On April 23, 1953, Dr. Robert L. Johnson, former head of the 
International Information Agency, predecessor to the present United 
States Information Agency, appointed Cecil B. de Mille, Hollywood 
film producer, to the post of “honorary”’ film consultant to the IIA. 

On the same day he was appointed and while the honorary post 
was being nationally publicized from Washington by the news wire 
services, Mr. de Mille delivered an address before the Daughters of 
the American Revolution. The Hollywood epicmaker told the good 
ladies about his then current production ‘The Greatest Show on 
Earth.’”’ With great emotion he described this spectacular saga of 
the circus, in natural color. He also made honorable mention of 
his studio, associate producers, and other matters of personal interest 
and promotion value to himself. I have the original speech. 

He did add a mention of his Washington appointment made that 
day. 

Shortly after receiving this honorary post with the Government’s 
propaganda agency, Mr. de Mille began sending long telegrams from 
his Hollyw ood headquart ers, to demand that Congress provide larger 
appropriations for the production of propaganda films for exclusive 
showing to foreigners. I have the telegrams. 


HOUSE AND SENATE REDUCTIONS 


However, both the House and the Senate Appropriations Com- 
mittees, during last June and July and in the closing sessions, turned 
a deaf ear to his pleadings and slashed the budget for the totally 
unnecessary and all too often harmful film foolishness program from 
$7,100,000 spent during the previous fiscal year to $3 million for the 
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fiscal year ending this July. And several members of the committee 
voiced the opinion that the entire film program and other propaganda 
activities of the United States Information Agency could well be 
eliminated entirely—if the Federal budget remains in the red, which 
it does. 

Variety, the weekly letter of the amusement world, carried that 
story I have just given you. 


RESIGNATION OF J. CHEEVER COWDIN 


Early in December, J. Cheever Cowdin, Acting Director of the 
Motion Picture Department of the USIA and who, 6 months before 
was personally selected by de Mille as the Washington executive for 
the United States agency’s film department, resigned suddenly and 
without waiting for or receiving a thank-you note for services rendered. 
When Mr. Cowdin quit his Washington job, Mr. de Mille lost is 
personal representative in the Government’s film propaganda activity. 

Shortiv before Mr. Cowdin’s resignation and at a Washington 
press conference, USLA Director Streibert stated flatly that the Agency 
could not seriously consider the production of propaganda films, in 
reality 1- and 2-ree] travelog documentary type films, as advocated 
by Mr. De Mille, meaning in terms of Hollywood studios. 

Mr. Streibert added that the Hollywood studios would not, in his 
opinion, be interested in the relatively small sums that the Gov- 
ernment has available for film production. 

In view of the fact that de Mille’s plan for production of elaborate 
Hollywood studio type of propaganda films will never become an 
actuality, and further, that his self-appointed Washington representa- 
tive has quit, why does Mr. de Mille retain his honorary appoint- 
ment as consultant to the USIA when, in reality, his sole usefulness 
appears to be that of a fund promoter via long telegrams intended 
for the guidance of the Appropriations Committee of the Congress? 

The only answer may be in the fact that the USIA is, in reality, 
an affiliate of the United States Department of State, and de Mille 
may feel that this connection gives him prestige and special ad- 
vantages, especially with the Government of Egypt where de Mille 
has arranged to obtain 10,000 soldiers for his forthcoming production 
of the Ten Commandments. 

Duplicated in Hollywood, this item would, in all probability, amount 
to $2 million. 

I went all the way to Cairo to confirm that one. 


CORRESPONDENCE WITH AGENCY 


| am turning over to the committee, because I do not have to burden 
you with reading it, copies of correspondence between Mr. Streibert 
and myself as a result of a letter I wrote originally to Mr. Joseph M. 
Dodge, then Director of the Bureau of the Budget, and also to Mr. 
de Mille, which I think are pertinent to the matter under discussion. 

Chairman Bripces. It will be made part of the record. 

(The letters referred to follow:) 
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Unitep States INFORMATION AGENCY, 
September 17, 1958 
Mr. EuGEnE W. Cast Le, 
Ne w York, N y 

Dear Mr. Castie: Your letter of August 19 directed to Mr. Joseph M. Dodge, 
Director, Bureau of the Budget, has been referred to me in accordance with his 
acknowledgment to you of September 9 

I have read your letter carefully as well as your statement before the Senate 
Appropriations Subcommittee. 

The activities of the Motion Picture Division are limited at present to the 
production of specific films which advance the foreign policy objectives of the 
United States. In view of constantly changing world conditions films which 
were made many years ago are sometimes completely dated or not useful to 
present objectives. Therefore, the rerunning of these same films would not 
constitute an effective program or further our objectives. 

[ can assure you that a careful study is being made of every aspect of these 
complex problems and that every effort is going to be made to carry out the mis- 
sion given to us by Congress. Several weeks ago we put a complete freeze on 
all production and processing to give us full opportunity to evaluate what we had, 
continue that which is obviously useful, and discontinue doubtful projects. In 
addition you may have seen in the announcement of our reprograming under the 
1954 appropriation that our motion-picture program was cut a little over 50 
percent. This was the largest cut of any of the media and reflects a drastic 
reduction in production costs 

As to the value and effectiveness of the film program, [ call your attention to 
the testimony in the same series of the Hickenlooper committee hearings last 
spring which contains a detail of country reports on pages 988 to 990 attesting 
to the effective use of films. It is stated there also that the New York Times’ 
survey of its foreign correspondents in 44 countries published November 24, 1952, 
concluded: ‘Almost everywhere educational and documentary films distributed 
by the USIS and the Mutal Security Agency were regarded as a most effective 
propaganda device.”’ 

Sincerely yours, 
THEODORE C. STREIBERT 


New York, Septe mber 23, 19538. 
Mr. THEOvORE C. STREIBERT, 
Director, United States Information Agency, Washington, D. C. 

Dear Mr. SrreiperRT: Your communication of September 17 concerning the 
recommendations made in my letter of August 19 to Director, Bureau of the 
Budget, Mr. Joseph M. Dodge, has been received and carefully noted. 

At the outset of your letter you state: 

“In view of the constantly changing world conditions, films which were made 
many years ago are sometimes completely dated or not useful to present objectives. 
Therefore, the rerunning of these films would not constitute an effective program 
or further our objectives.”’ 

\llowing for the ambiguity of your expression, coming as it does from one who 
was employed in the theatrical motion-picture industry for nearly a decade, as 
you were, this statement is one of the most amazing I have ever encountered. 

It is an unassailable fact that the difference between the production and 
exhibition methods employed in the theatrical and the nontheatrical film indus- 
tries is as great as is the difference between the theater and the classroom, and it 
is in the nontheatrical film category to which the entire United States Government 
documentary film project belongs. Furthermore, it is the nature of the non- 
theatrical film field to subsist on a catalog of standard items and most docu- 
mentary films remain in service for a decade or more. 

Almost all of the United States Government produced propaganda films were 
made within the past few years. The British Government is today renting and 
selling to schools, clubs, and organizations in the United States, documentary 
films about Great Britain and its people—many of the subjects cataloged are 
from 8 to 10 years old. Surely the British, who offer nothing for free in films 
and show, or sell, their propaganda films only for money, must also be aware of 
changing world conditions. 

Possibly Budget Director Dodge can be influenced to believe that Malenkov 
will be milder and Vischinsky less vicious if USIA propaganda films, like those 





2060 STATE, JUSTICE, AND. COMMERCE APPROPRIATIONS, 1955 


listed below and already produced and paid for, are remade, recorded and reprinted 
at further waste of millions of dollars to the American taxpayer: 

Paper Tiger 

Dish of Yogurt for Two 

Hoja Meets America 

Lighthouse Keeper 

The Ancient Curse 

Highway to Hawaii 

These are only a half a dozen titles picked at random from half a thousand 
United States Government propaganda films that have, over the past several 
years, cost the American people tens of millions of dollars. 

Two weeks ago, in a large South American city, a USIA film crew made several 
showings before small groups of the film entitled ‘Hoover Dam.”’ At another 
place a United States propaganda film entitled “Statue of Liberty” was exhibited 
to a teen-age group. At a third location a kindergarten group was entertained 
with a taxpayer-produced movie entitled “Children’s Theater.” Surely, you do 
not believe that the Hoover Dam and the Statue of Liberty are out of date. 

In your expressed desire to justify the permanent maintenance of the wasteful 
and unneeded motion-picture department of your agency, you refer me to the 
report of 22 foreign correspondents of November 24, 1952 (New York Times). 
I believe that many of these foreign reporters were improperly influenced by the 
arguments and inaccurate claims mude by the United States propaganda field 
agents, all of whom have a personal interest in the maintenance of these free 
movie shows furthermore, these correspondents could not obtain the full back- 
ground story and proper economic perspective concerning this wasteful extrava- 
gance. They did not know that claims of half a billion annual audience, made by 
ever-increasing budgets from committees of the Congress, were purely ‘made in 
Washington”’ audience estimates. No accurate or dependable attendance records 
for free film shows, made mostly in rural areas and on the fringe of jungles, have 
been obtained. 

Here is the statement, in part, of the Director who preceded you, Dr. Robert L. 
Johnson, made before the Committee on Appropriations of the Congress (June 
1953). Dr. Johnson was being questioned by Congressman Frederic R. Coudert, 
Jr. (New York 

“Mr. Coupert. Who will see these movies? 

“Dr. Jonnson. Largely out in rural areas, 

“Mr. Coupgert: How will they see them? 

“Dr. Jounson. We have little trucks, some 300 of them, that will take these 
pictures out into little villages way back out in the country where many people 
cannot read. * * *” 

Mr. Streibert, with our Nation’s national debt dangerously near the limit and 
with ruinous inflation still a grave danger to tens of millions of plain Americans 
who can least afford such a calamity, we simply cannot afford to provide movie 
foolishness for the backward peoples of the point 4 regions of the world. 

The testimony made before the Hickenlooper committee (pp. 988-990) to 
which you also refer me, was mostly irrelevant because it represented the opinions 
of the field representatives of the former International Information Agency, and 
not the findings of impartial investigators. 

On August 11, 1953, the President of the United States and his Budget Director 
captured the Nation’s headlines with their sharp directives to all Government 
department and bureau heads to immediately reduce budgets below those author- 
ized by the Congress. I want to believe that these explicit instructions were not 
made for political headlines but, instead, for the protection and preservation of a 
sound economy for Americans. Without this our ideals, our hopes, and our very 
lives could perish, both for ourselves and for all foreign peoples who rely on our 
leadership. 

In my letter of August 19 to Mr. Joseph M. Dodge, Director, Bureau of the 
Budget, I stated: “‘No new Government film production is needed for 3 years.’’ 
I also said: “‘An immediate saving of approximately $2 million can be effected by 
stopping all future plans for Government inspired and financed motion-picture 
production.” Your letter convinces me of the correctness of my position. 

The United States Treasury urgently needs economies and money savings now. 
Here are my unsolicited recommendations for the saving of $2 million exclusively 
on United States Government film activities, and now: 

1. Eliminate, at once, all editing, recording and printing of Government 
propaganda films. Also, the further maintenance of the extensive fleet of movie 
trucks for use in backward areas. This will save the taxpayers of the United 
States of America, and at once, approximately $1 million. 
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2. Eliminate, at once, all hush-hush highly restricted cloak-and-dagger flickers 
still in production in foreign countries. The United States High Commissioner 
for Germany, according to reports carried by the wire services, has already 
ordered the stoppage of all American film production in that country. Similar 
action to end, and without delay, all production, recording and printing of foreign 
film foolishness will bring a saving of approximately $700,000 in your current 
appropriation, 

3. Eliminate promptly, three-quarters of the personnel overhead for the 
United States Film Department of your Agency. In reality, this constitutes a 
“holding company”’ maintained to plead for future extravagances in this unneeded 
and unwarranted activity ana one that must eventually be totally eliminated. 
This action should provide a saving of upward of $500,000. 

Over the years, the Government has produced and paid for thousands of 
16-millimeter prints where hundreds were needed. Therefore, this accumulation 
of prints will provide our embassies and ministries throughout the world with an 
ample supply, and for many years to come, of films to loan to schools, institutions, 
and other types of nontheatrical exhibitors. This is a simple operation and one 
in keeping with the practices of other foreign governments. Our Government 
can maintain this strictly educational service as a part of our overseas library 
service, where the activity logically belongs, and where it can be maintained with 
existing library personnel. 

The Hickenlooper report of the Committee on Foreign Relations (June 15, 
1953, p. 78) records the fact that for the year 1947 the total cost for the infor- 
mation and educational activities of the Government of the United States of 
America was $24 million, and for the year of 1948 it totalled $20 million. The 
overwhelming majority of the American people, including this citizen, would 
owe you a permanent debt of gratitude if you would take immediate steps to 
bring the cost of the United States Information Agency down to a sum not to 
exceed $20 million annually, and maintain the operation at that figure per- 
manently. I shall be delighted to send you recommendations and suggestions 
as to how this can be promptly achieved. 

Sincerely yours, 
EUGENE W. CASTLE. 


New York, October 9, 1958. 
Mr. Crecit B. pr MILLE, 
Hollywood, Calif. 

Dear Mr. pEMuue: I am writing this letter to you because of the very recent 
release made by the United States Information Agency, Washington, D. C., of 
a telegram sent by you to the former chief of the Government’s information 
program, Dr. Robert L. Johnson, concerning its motion-picture activities overseas. 

Your telegram, according to the United Press, was sent to Dr. Johnson about 
4 months ago. However, you feel “even more strongly about the matter now,” 
according to the USIA officials. 

As you perhaps know, I have for a considerable period been interested in and 
concerned about our Government’s excesses and extravagances not only in its 
film activities, but in its general propaganda efforts through the several mediums 
as well. It has been my feeling, and it still is, that these activities are not worth 
the price that is being paid for them by the already overburdened American 
taxpayer. Furthermore, and even of more vital importance, my personal obser- 
vations in South America, the Near East, and throughout Europe convince me 
that in all too many instances, and for too long a period, these propaganda efforts 
have done both our country and our citizens more harm than good. Despite 
the hundreds of millfons spent, Americans are disliked by most foreigners more 
than ever before. 

For nearly a third of a century I was the president of Castle Films, the com- 
pany which I founded with a modest capital in San Francisco. This company 
was, at the time I directed its operations, the largest nontheatrical film produc- 
tion and exhibition organization in its field. Its operations were worldwide. 
However, I want to make it clear that I no longer have any interest whatever 
in any branch of the motion-picture business. In December 1946 I disposed of 
my controlling interest in my former company to Universal International Pictures. 

According to your message originally sent to Dr. Johnson, our Government’s 
propaganda agency is waging a hopeless and useless battle against Communist 
propaganda because of their absurdly low budget. You referred to the “‘bril- 
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liantly made and costly’ Soviet propaganda films, and compared these with the 
amateurish products of our Government film producers. 

Furthermore, you mention that your personally supervised productions made 
for worldwide entertainment release cost in the neighborhood of $4 million each, 
and it seems to me that you implied that it would be impossible to produce 
effective Government propaganda films for less than the cost of a medium- 
budgeted Hollywood feature, which could average $2 million per picture. Dur- 
ing the past several years our Government has been producing on an average of 
50 or more documentary films annually. Therefore, I must assume that your 
estimate would involve a yearly expenditure for film production alone of about 
$100 million. This large sum would be $25 million more than the entire 1953-54 
budget of $75 million for all of our Government’s global propaganda extravagances 
During the years 1947 and 1948, the total expenditure by our Government for its 
worldwide information activities did not exceed $20 million, and I cannot state 
too strongly that the total cost for an authoritative and effective Government 
new bureau operated where it belongs from within our State Department and by 
professional newspaper people should not exceed the last-mentioned sum, and it 
should be reinstated at once 

I believe, Mr. DeMille, that you are being grossly misled by a small group of 
Washington bureaucrats who are trying desperately to maintain themselves in 
unwarranted and in unneeded positions of power and influence, ont as a fellow 
tepublican and one who has devoted time, money and energy for the good of 
our party, I still believe that it was the 1952 mandate of the American pe ople to 
end dangerous and harmful Government spending of which our still grossly over- 
staffed and largely ineffective Information Agency with its film bureau is still a 
shining and shameful! example. Moreover, I believe that you have for too long 
a period been deliberately misled with respect. to the fundamental nature of prop- 
aganda films versus Hollywood-produced entertainment products. Truly, the 
difference is as great as between the theater auditorium and the school classroom 

In reality, the costly and elaborate pictures such as you have repeatedly sug- 
gested would, in the end, only replace the present unneeded Government propa- 
ganda documentaries because the only adult audience available for such pictures 
is the one referred to by Dr. Johnson in his testimony before the Committee on 
Appropriations of the Congress in Washington last June. Dr. Johnson said, 
in part to Representative Frederic R. Coudert, Jr. (Republican, New York): 

‘Mr. CoupEertT. Who will see these movies? 

Dr. Jounson. Largely out in rural areas 

‘Mr. Couprrt. How will they see them? 

Dr. Jounson, We have little trucks, some 300 of them, that will take these 
pictures out into little villages way back out in the country where many people 
cannot read * * *,” 

With our Nation’s national debt dangerously near the limit and with ruinous 
inflation still a grave danger to tens of millions of plain Americans who can least 
afford such a calamity, we simply cannot afford to provide movie foolishness for 
the backward people of the point 4 regions of the world. 

Moreover, the Hollywood type of propaganda film that you advocate must 
inevitably compete with the product of the motion-picture producers who for 
more than 50 years have dominated the theater screens of the world because their 
pictures reflect the lights and shadows of American life—they show us as we are, 
and they are propaganda free. Surely you must know that. the only place in any 
location, domestic of foreign, available for the exhibition of propaganda feature- 
length films is in the motion-picture theater. And, likewise, you must know that 
the “bridiantly made and costly’’ Soviet films which you persist in praising so 
highly, have been, according to my personal observations and those of a score of 
the most reputable authorities, completely ineffective, and this is proved very 
conclusively by the fact that the Soviets over a ee of years have been unable 
to export more than a dozen of their Moscow-made features yearly against our 
annual worldwide showing of more than 300 newly released American entertain- 
ment features to foreign audiences. Therefore, of all countries, ours is the one 
that least needs amateurish documentary films or propaganda-laden features such 
as you suggest because we already dominate the motion-picture screens of the 
world, and have been doing so for more than 5 decades. 

Furthermore, the unwarranted competition from a group of American-made 
Government propaganda features exhibited as they would have to be on the 
theater screens of foreign countries would, I firmly believe, seriously damage and 
eventually wreck the overseas advantages so long merited and enjoyed by a great 
American industry, and the very one to which you personally have, almost since 
its inception, made such a notable and highly personal contribution 
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As a citizen, I am anxious for the solvency and security of my country just as 
[ am certain you are. I would, therefore, appreciate having your direct views 
this matter, with which Iam sure you must realize, I am so vitally concerned. 
Sincerely yours, 
EvGEene W. Cast Le. 


PARAMOUNT Pictures Corp., 
Hollywood, Calif., November 10, 1953 
Mr. Eve@rne W. CastTLez, 
New York, N. Y. 
Dear Mr. Castie: Absence from the city has prevented my replying until 
now to your letter of October 9, which Mr. Wilcoxon acknowledged in my absence. 
I thank you for letting me have your views, which I have read carefully and 
th great interest. 
You ask for mv “direct views on this matter’ of the Government’s overseas 
film program. I have expressed my views in the proper quarters in Washington, 
ittably in my telegram of June 15 to Dr. Robert L. Johnson, with which you are 
iiliar. I have had no reason to change those views, either on the value of a 
ipetently produced and distributed information-film program or on the 
ssity of an adequate budget to maintain it. 
Sincerely, 
Crcit B. pe MILue. 
TRIP TO ROME 


Mr. Castie. Now, gentlemen, I am coming along to Rome on 
March 2 of this year. 1 hold in my hand a card from a man named 
{rthur Menken, attaché of the United States Embassy. 

Is that correct, Senator? 

Senator Ferauson. Yes. 

Mr. Castie. Now, gentlemen, Mr. Menken is a former Paramount 
newsreel cameraman and for the past 4 years a film officer in Rome 
of the United States Information Agency. He requested to see 
me and visited me at my hotel. I informed Mr. Menken that | 
thoroughly disapproved of the monetary waste and, much more 
important, the harmful thing that our film propaganda and other 
kindred activities were doing to our country and our ideals and | 
further told him anything he might say to me might be used against 

very project with which he is associated. I made no bones 
about that. Despite this warning Mr. Menken called to see me. 
His card reads “Attaché, Embassy of the United States of America,’ 
Rome. 
MENACE OF COMMUNIST FILMS IN ITALY 


In a lengthy discussion Menken told me that the menace of Com- 
munist-produced films in Italy is very great. Italy produces approxi- 
mately 100 entertainment films annually and the product of the 
Roman studios is widely shown throughout the world. It is the only 
real competitor Hollywood has. In response to the question: ‘‘What 
portion of the Italian product do you believe follows the Communist 
line?”’?’ Mr. Menken answered, “Oh, 50 percent.” 

John Piccardi, Rome correspondent of the New York Film Daily, 
industrywide trade paper read throughout the world and throughout 
the industry in our country, and former reporter for INS in Italy, 
when asked about this, answered 

It is such a gross exaggeration that it is unworthy of comment. The truth is, 
and as a former film producer you should instantly realize this, as a matter of 
self-interest it would be impossible for Italians to produce party-line films because 
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they could not export such product and without the foreign market some American 
producers can live, but no Italian producer could survive. 

I have photostatic proof here by the head of the Italian film industry, 
according to or on a par with the job of Eric Johnston, in Time maga- 
zine, denying it 40 ways against the middle. 


PROPAGANDA INSERTS IN ITALIAN NEWSREELS 


Mr. Menken informed me that the USIA in Italy is subsidizing 
propaganda inserts in Italian newsreels. We are doing the very 
thing that we complain about and would scream about if the Soviets 
attempted similar undercover tactics. Additionally, Menken said 
that we are producing anti-Communist pictures in Italy—meaning 
that the USIA is doing this and we are paying Italian theater-chain 
operators to show them. 

When I asked pointedly how much we were spending for these 
hush-hush celluloid operations, Mr. Menken replied that this was 
restricted information. 

I was informed by a reliable source that a Hollywood movie pro- 
ducer, and one-time head of RKO pictures was now living in Paris 
and that this man, N. Peter Rathvon, was boasting that his propa- 
ganda-producing projects entirely financed by the taxpayers of the 
United States were proving so profitable that all he wanted was e few 
more years of this cash-on-demand windfall. Mr. Rathvon produced 
a number of short subjects and at least one feature-length anti-Com- 
munist extravaganza abroad. Uncle Sam paid the big bill—it is 
reported that this single-feature project cost about $500,000 and Mr. 
Rathvon arranged to retain all of the theater revenue after making 
a handsome profit on the production itself. Mr. Rathvon maintains 
3 separate film companies; 1 of these, Santa Monica Films, operates 
in Italy. I asked Mr. Menken whether or not his USIA film setup 
had done any business with Santa Monica Films. Menken seemed 
surprised at the mention of the name of this concern. His answer 
was “Yes.” The next question was “Recently?” The answer was 
again “Yes.” 

The final question put to Menken was “How much money was 
involved?” The answer was ‘That is restricted information.” 

Menken admitted that insofar as Rathvon’s operations are con- 
cerned the change in Washington has made no difference at all. 


INTENT OF MUNDT ACT 


Menken was told that the Mundt law that was originally responsible 
for the setting up of the overseas propaganda agency, then, originally 
as a department of the State Department, specifically stated that the 
purpose of the activity was to, in effect, tell foreigners about Americans 
and that the original Mundt Act could not possibly have included or 
permitted the production of Government propaganda films in foreign 
countries to tell and show foreigners to foreigners. 

Mr. Menken admitted that I was probably correct that this activity 
is probably beyond the original law. 
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CHANGING WORLD CONDITIONS 


Mr. Streibert, head of USLA, wrote to me some months ago that 
additional production was needed because of changing world conditions 
making the hundreds of documentary films already made obsolete. 
After I had written him a lengthy letter telling him—and I know it to 
be the truth—that there are enough of these propaganda things 
already made to supply the schools and colleges of the world for 5 
years Without spending another dime. 

Mr. Smith, I understand, is throwing away 4 million feet of the 
stuff and so testified publicly. 

Mr. Menken was asked if it is not true that documentary non- 
theatrical-type films which almost wholly constitute the production 
of USIA did not, as at home, really involve a type of movie that had 
a long life? His reply to the question was directly contradictory to 
the statement made in Streibert’s letter already filed with this com- 
mittee. 

Menken said 

Most certainly. I will not touch any film project that will not produce a prod- 
uct that is usable for at least 3 years, and preferably longer. 

On this basis the USIA already has enough nontheatrical production 
to supply the schools and colleges of foreign countries for more than 
5 years, and without producing another film. 

This is why the USIA appropriation for films can be and should be 
eliminated entirely. And that goes for all the stuff that he is asking 
for—new buggies and projectors and all that other foolishness. 


PROJECTORS 
On the subject of projectors if we could get behind the Iron Curtain 
at Communist headquarters in the heart of Paris, we would find two 


of those projectors that originally belonged to the USTA. 


HOLLYWOOD ENTERTAINMENT MOVIES 


Hollywood’s entertainment movies portray America and Americans 
to foreigners around the world and have been doing so for 50 years. 
Before Senator Ferguson came into this room I told this committee, 
since 1949 when I retired from film business I have no stock, nothing 
to sell in terms of motion pictures. I want to make that clear again 


” 


[ make no ‘‘productions” at all except for my country. 
Nearly 200 million people weekly see our nonpropaganda American 
entertainment films. We need nothing else. 


BACKGROUND OF WITNESS 


[ have spoken to you somewhat extensively on films. Before I 
go further I would like to say that this committee can clarify in their 
own minds why I make these statements. What I am about to say 
is not a boast but a direct statement of my qualifications to discuss 
this subject. For a quarter of a century I headed the largest non- 
theatrical film operation in the world, and one which I founded in 
San Francisco with a capital of $10,000 that grew into a gross of more 
than $130 million in the period that I headed the company and 

45431—54—pt. 2—59 
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remember, gentlemen, that is a specialized business. So you can 
multiply it by four in terms of any other theatrical activity—before 
I severed all connection with the film industry in 1949. 


SOLE DISTRIBUTOR OF DEFENSE TRAINING FILMS 


During World War II my company, on a United States Treasury 
warrant, was the sole distributor for the United States Government 
of all defense training films produced by the hundreds under the 
United States Office of Education, and, additionally all 16-mm. Army, 
Navy, Red Cross, and Department of Agriculture films intended for 
defense plant, industrial training, and civilian nontheater audiences. 
Also the defense films, in many different languages were sold to foreign 
nations, chiefly, our allies, in behalf of the Government. This war- 
time activity of training and defense films was the largest single 
16-mm. distribution activity in the history of the world. And on 
top of this I was the editor-in-chief of Castle Films’ News Parade, 
that covered every important episode of the war from Pearl Harbor 
to Tokyo—this 16 mm. newsreel was displayed to our Armed Forces 
in all theaters of war and in training camps at home. Additionally 
it was seen by 20 million people an issue and sold in the thousands of 
copies. It was the most widely used topical film in the world. | 
know the nontheatrical film business. 

In that connection, when we knew that the war was going to go our 
way, | went into the Whité House to see Marvin McIntyre, one of the 
secretaries of the President, whom I knew very well. Because | 
was a Republican there was considerable discussion as to whether or 
not a company headed by a Republican who made speeches all over 
the country against third terms for any President was the right man 
to run a practical monopoly for the distribution of films. Marvin, 
who had a geod sense of humor, frequently reminded me of that and 
on this occasion did it again. I said to him, I said, “You tell the 
President that as soon as this war is over or that we know it is going 
to end, have him inform Dr. Studebaker, the Commissioner of Educa- 
tion’’—a fine gentleman—‘‘to cut out all this production thing. Let’s 
not have it as a permanent appendage to the Government of the 
United States.”’ 

He said, ‘‘You know, Gene, in all my experience—and I have been 
here for some time—this is the first time I have had any blankety- 
blank come into this room and want to cut something out for the 
Government. You stay here and | will go in and tell the President.” 

He walked in; Franklin D. was at his desk. I could hear him say 
this to the President: ““Gene Castle just gave me a message.”’ I| could 
hear him. He said, ‘‘He tells me to tell you to stop all of this defense- 
training film stuff he is distributing as soon as the war is over.” 

Mr. Roosevelt went ‘Ha, ha, ha.”’ He says “You tell that blankety- 
blank Republican I do not want him to tell me how to run the Govern- 
ment of the United States.” 

But he stopped that operation, the production of those films, and 
gave orders to do so with 48 hours after | made that statement. 
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NEW TV PROJECT 


That is a matter of history. Unfortunately, those who were 
participants in the conversation are dead. You will have to take 
my word for it. Ido not have to give vou the detail of Mr. Rathvon. 
You have enough of him already. I did make the statement that 
the Italian motion-picture industry was dependent upon the export 
market and here are figures to indicate that the export business of the 
[talian film industry has improved. Gentlemen, I have on this sheet 
and I will take it out of order and get through with it quickly—a new 
project of Mr. Streibert’s involving originally an expenditure of 
$300,000. Mr. Streibert proposes to go into the TV field now. He 
has said in one of his press handouts and I have them all here, a bunch 
of them—that he is going to produce TV films because of the growing 
foreign audience. When the United States Information Agency—if 
my memory is correct, and | have been making practically a stamp 
collection hobby of this for the last 3 years—was formed, the President 
of the United States and Mr. Streibert made the statement—and I 
have it in that book—that we were not going to impose any culture 
on foreign peoples. They were very definite about that. They 
outlined very specifically the functions of the United States Infor 
mation Agency. 

In a word, they involved a factual news interpretation of our 
Government, the greatest country in the world to other peoples. 
Gentlemen, [ am sorry to say—and I say it without equivocation 
that those promises have not been kept. Now Mr. Streibert is going 
into the TV business. His film business in Europe has been a recruit- 
ing agent for Communists so he is now shooting trucks to the Far 
East. He turned out a press release about how successful they are 
in Indochina. 

METHOD OF EXHIBITING FILMS 


Senator KNowLaNnb. Would you indicate what you mean on that 
for the record? You mean they get a crowd together to see our 
film 

Mr. Casrie. You are talking now about the trucks? 

Senator KNOWLAND. Yes. 

Mr. Casrie. I will tell you how they work. I can do it much 
better than from a prepared statement. 

Senator FrrGuson. Have you seen it? 

Mr. Casrie. Yes, with my own eyes. Not this year but last year. 
First of all, W. Averill Harriman on the street near the Eastman 
Kodak Co. in the heart of Paris, he had a five-story building, we had 
a film production set up upstairs for the then Mutual Security Agency. 

I was very much impressed one morning because I saw cases of wine 
going in. It looked like the old Ruppert Brewery used to look where 
[lived nearby. I asked the concierge across the street ‘‘ What is that?” 
He said ‘‘That is for the workers. They take those movie trucks out 
on the weekend with their girl friends. You have to give them wine. 
They are Frenchmen.” 

I followed 1 of the trucks out with a taxicab and here is what hap- 
pened about 30 miles out of Paris. They got 25 or 50 people. It was 
1 of those 4 forks in the road that are common on French roads and 
before the dust settled they ran a couple of those short subjects, a 
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housing project in Greenwich Village or something else stupid. Before 
the picture was over a fellow stepped out of the crowd and in French 
said ‘These Americans. Here are the Americans. presenting their 
pictures and trying to buy your blood with little movies.” 

They worked that all over France, worked it all over Italy. In one 
of the Hickenlooper reports in fine print that was brought out that 
you have to be very careful how you use those. 


POLICY IN THE ORIENT 


Mr. Streibert has a new scheme. He wants to get those trucks up 
to the original figure. He asked for the money. They cost $7,400 
instead of $6,000 before. He wants to take those things to the Orient. 
| have been in the Orient. If you go to the Orient you have nothing 
but manipulated audiences and, Senator Knowland, you know that. 
You can wave a handkerchief and you can get a mob. If you are 
going to get circulation that way, God pity us. You can take all the 
resources of the U.S. A. and pump them into the Orient in that kind 
of propaganda and it will never make any difference. All you have 
to do in the Orient—and the President of the Philippines said so in 
U.S. & World Report last week—all you have to do there is swell up 
shrunken bellies and that is the only way you can stop communism 
in the Orient. 

It is the only way you can stop it in any country as you will find 
out where people are undernourished. Communism feeds on economic 
distress. Does that answer the question? 

Senator KNowLaNpb. Yes, I thought it was necessary to clear the 
record. In other words, they gather together to look at film and then 
the Communist agitator comes out and uses the opportunity to address 
the crowd. One in four are Communists in France and one in three 
in Italy. These fellows will use any opportunity to address a crowd 
only when there is United States identification. 

Senator Fercuson. I do not know that I followed you about the 
wine. They took the wine into the building. I did not hear of it 
coming out. 

Mr. Castie. I will get it out for you. These fellows frequently 
took these buggies and left the films home and took their girls and 
wives out for weekends in the country with the wine. It has happened 
time and again. 

Senator Ferauson. I thought perhaps they had taken the wine 
and used the wine to get the crowd. 

Mr. Castie. No. Frenchmen do not operate that way. 

Senator Frereuson. I am not familiar with the French systems. 


EVALUATION OF ENTERTAINMENT FILMS 


Mr. Castie. Iam. I lived and worked with them 20 years now. 
I know them, and how. Now while we are on that subject, I want to 
express this one thing. It is on this sheet, Mr. Eric Johnston who at 
times is politically inclined, made this statement very recently and 
it really sums up and I am glad he made it. 

The Hollywood films are made primarily to entertain. They bring intervals 


of inexpensive relaxation and joy to millions of people throughout the world 
Although chiefly designed for entertainment, devoid of deliberate propaganda, 
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American films also contribute to better living by reflecting for a tremendous 
worldwide audience the spirit of a free Nation and the ways of a life of free society, 

We go along with the free society. I have a statement from Mr. 
Streibert that we do not need, about how the French Government 
relies upon our educational pictures. I checked it in Paris. About 
{ percent which we could send by mail and get that in the schools just 
the same. 

This concludes the film section because I think you have enough of 
it. 

I hand Pit Mr. Chairman, and Senator Knowland, and Senator 
Ferguson, a copy of a press release. The Film Daily picked that 
story up. The Associated Press picked it up and about ‘the same time 
the Hollywood Reporter, paper on the west coast denied it in another 
story not issued by the USIA. There is the original story as it 
appeared in the Film Daily circulated throughout the United States. 

From faraway Tokyo, gentlemen, the overseas magazine or rather, 
the oriental magazine of the Film Daily who also publishes a film 
publication of his own in the Orient said that the story was completely 
untrue and there is his letter to the editor of the Film Daily denying 
the authenticity of the story. And the dear old New York Times, 
my daily chronicle, I read it every morning while my wife does the 
eross-word puzzle, the official censor in Singapore, this was buried 
in the amusement section of the Times on May 11—I caught it with 
that third eye of mine. I wear triple exposure glasses, which is the 
truth and not a pun. Here is the denial of the thing. 

Gentlemen, I started in life as a working reporter. I wasn’t a good 
one or I wasn’t a bad one—just a reporter. During World War I, 
| handled Marine Corps promotion in nine Middle Western States as 
an enlisted man. I invented the slogan, “Pershing Wants More 
Marines.”’ 

General Barnett received a telegram to stop that fellow putting out 
that kind of stuff. Of course, Pershing also wanted everything else, 
It was embarrassing the Army. 


USIA PRESS RELEASES 


I have been in promotion all my life. I know press releases when 
Isee them. I hold in my hand a bundle of USIA press releases. They 
increase in intensity and tempo as appropriation time approaches. 

Never before in the history of the Truman administration or the 
history of the previous administration have we had so many handouts. 
They come from the sky. Even Congressman Rooney complained 
about the $200,000 budget in the House Appropriation hearings used 
to sell USIA to Americans. It is‘supposed to be selling Americans 
to foreigners. 

Now the only comment I want to make—don’t be afraid of the 
bundle—it immediately establishes the fact that it is a handout because 
Mr. Streibert is always mentioned in the opening paragraph. He al- 
ways becomes the lead in the International Information Agency 
They don’t give the reader a chance to get in. The one you have 
in your hand reads that way. 

Now, gentlemen, I come to my second recommendation. I am 
finished with films. I think I have said quite enough on the subject. 
I don’t think I need amplify my expressions to you, Mr. Chairman. [| 
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have told you why I don’t think they are necessary. That is a sincere 
belief based upon long observation. 


USIA IN GREECE AND TURKEY 


The USIA is not needed in Greece, in Turkey, in Spain, in Belgium, 
or in Britain. There is no need for our Government to spend millions 
of dollars to maintain extensive propaganda establishments in Greece 
and Turkey 

The governments and people of both of these countries are our most 
loyal friends and supporters. There are few Communists in Greece 
and none in Turkey. The people of these countries are poor. They 
cannot understand why we lavish millions of dollars in support of a 
nationwide propaganda organization that costs a million dollars or 
more to maintain in Greece andthe same annual cost in Turkey. 

A leading Greek editor told me in Athens: 

We have a steady government in Greece. The Communist influence her is so 

inimportant it is unworthy of serious consideration. This overdose of American 
propaganda in Greece might be compared to inviting a friend to dinner and 
nsisting that he eat three beef steaks each dinner for an entire week. In a short 
time your friend would tire of this enforced eating of too many steaks, just as 
ordinary people, and especially those who have suffered bitterly and have been 
the victims of propaganda from enemies for vears, tire of propaganda even from 
their friends. We don’t need American efforts to sell America to Greeks. We are 
grateful to Americans and when I say we I mean all Greeks. 


TURKISH COMMENT 


In Turkey the editor of the leading Istanbul evening paper told me: 


Turks like Yanks. Yanks like Turks. There are no “Yanks go home” signs 
Turkey. The only Yanks we don’t like too well are your propagandists. It 
would be better for the relations between our countries if you stopped propa- 
gandizing Turks. We are your friends. We proved in with our soldiers in Korea 


Their soldiers only get 15 cents a week—cigarette money. 


SWITZERLAND 


There is no USLA in Switzerland. Why should we seriously consider 
spending nearly a million dollars for USIA propaganda in Spain? 
We are spending hundreds of millions in that country to support 
Franco’s economic structure in return for the privilege of spending 
more millions to build needed military bases there. There is certainly 
no danger of Communist infiltration in Spain. 


SPAIN 


[ speak Spanish as fluently as I do English. I learned Spanish at 
home in San Francisco before I learned English. I know the Spanish 
people and their government’s methods well enough to know that 
spending money to sell Americans to Spain on top of what we are 

already committed to do is comparable to trying to pump water into 
a dam that is already filled to overflowing. There is no logical excuse 
for us to set up a hornet’s nest of propagandists to roam over 
Francoland. 

The economic recovery in Belgium and Holland is common knowl- 
edge. There is no Communist infiltration in either of these countries. 
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Communist agitators within a country feed on shrunken stomachs. 
We are wasting our resources and hurting the prestige of our great 
country by handouts from USIA in these two prosperous countries, 


GREAT BRITAIN 


And finally Great Britain. It is simply ridiculous to continue 
spending nearly $1 million a year for American propaganda in Great 
Britain. If we spent 10 times or 100 times this amount, we could not 
silence the protests of those who do not like us within that country. 
Fortunately, that is an audible minority. Let’s stop bundles of 
American dollars for propaganda to Britain. They speak English. 
So do we. The accent, it is true, is different, but the English are an 
educated peopls and they have complete resources to learn all about 
America and Americans. 


BREAKDOWN OF BUDGET ESTIMATE 


This sheet, gentlemen, represents figures presented in the House 
budget. In Spain we want to spend $700,000, which we shouldn’t 
spend; in Belgium, $319,000, which we shouldn’t spend; Denmark, 
$307,000, which is a questionable item; Greece, $1,000,000, which 
certainly will be wasted; England, $832,000; Turkey, $859,000; the 
Netherlands, $500,000; total $4,200,000. 

Continuing, Italy, $630,000, and the Communist Party’s regis- 
tration increased 220,000 people last year, so you can see what a swell 
job we are doing in Italy; France, $4,039,000; Indochina, $2,000,000. 
In view of what I saw in today’s Post we had better review that item. 
South Korea, $1,600,000. My friend, Queenie, of the Monsanto 
Chemical Co., said we have thrown away a billion dollars out there 
just chasing our own tails. India, $3,000,000; Argentina, $528,000; 
and Brazil, where the coffee comes from, $1,495,000. Now this 
second list totals $14 million. 

I have been looking at balance sheets for the last 30 years, and if 
anyone brought that in to me in a private businéss—and this is an 
enlargement of a private business—I would say, ‘‘Swell, take that as 
a starter and cut it in half and you can save 10 million on that sheet.” 

Gentlemen, I think this is one of the most important things I have 
to present today, and I will read it slowly. 


FRENCH COMMERCIAL AGENT'S VIEWS 


A leading French commercial agent, M. Renee Allain, whom I have 
known personally and favorably for many years, said this to me in 
Paris in late March. 


In reality, communism in France is an economic disease. It is the same in 
Italy. Communism flourishes where there is wild inflation and unemployment. 
Inflation results in the workers’ salaries going continually downward in relation 
to their purchases of the necessities of life. Americans have given billions to 
France to speed up the economic recovery of French industries whose operations 
were retarded during the war. Americans are spending upwards of 4 millions of 
dollars annually to propagandize the French people. 

In Paris alone your propagandists occupy elaborate chateaus and establish- 
ments located in the center of the gardens of the Champs Elysees. Additionally, 
throughout both France and Italy you maintain extensive propaganda and cultural 
establishments. These efforts have not succeeded in arresting the growth of 
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communism in France. During the past year the Communist Party of Italy had 
added a quarter of a million members. Your expensive efforts have had little if 
any success. 

Why is this so? What can you do? Let me cite the situation in France. 
Italy is much the same. In Italy overpopulation is an additional factor that 
works for Moscow. 

In France you should try to stop doing with nonjournalists what is being done 
or should be done by professional journalists, ours in France, yours both in Amer- 
ica and in France. Your propagandists forget to tell your people at home that 
every foreign editor, every industrialist, every Embassy and ministry and govern- 
ment office in the important countries of the world, and most of the lesser ones, too, 
are advised of American news daily through your international edition of the New 
York Times, printed in Paris, and your Herald Tribune, also printed in Paris. 
Also, the 7 or 8 daily papers published in London and delivered almost immediately 
throughout Europe and elsewhere. 


FORE, GN EDITIONS OF NEW YORK TIMES 


Gentlemen, I want to show you some papers quickly. The reason 
I am showing you these papers is because they are pertinent to the 
subject we are discussing. One thousand eight hundred copies of the 
foreign edition of the New York Times is delivered to our offices and 
Embassies and USIA throughout the world daily. 

This is the Sunday review in case you have seen it; it is devoid of 
ads. I want you to note this carefully. I am not going to comment 
on it, because I believe in freedom of the press. 

There is the New York edition of the New York Times, the American 
edition of May 6, 1954. You will note a local story there. Note it 
well. 

There is the same edition for the same day printed in New York, 
sent overseas. This plate goes to Paris. You will note no change 
except that the local story has been removed. No change in this 
particular at all, despite the fact that it is a domestic story. The 
same play is in the United States. There it is. The next day, same 
thing, two domestic stories on the American edition; two foreign 
stories replacing the domestic stories. Otherwise, no change. 


PARIS EDITION OF THE HERALD TRIBUNE 


We will take the Herald Tribune. There it is for April 27. There 
is the Paris edition for the same date, the only difference being that 
the Paris edition is made up in Paris and it is a different paper. 

Senator KNowLanpb. Your point is that the American publications 
like the New York Times and the Herald Tribune and American 
magazines that are circulated in Europe are doing a better job of 
reflecting American opinion than you do out of handouts; is that right? 

Mr. Castie. They are doing a job, and I mean more than that. 
I am going to be plain about it. This is from the Chicago Tribune. I 
picked it up when I was out there a few days ago. The President 
complained that this particular thing that is going on is harming the 
world. We want freedom of the press here. I wouldn’t dare, you as 
a publisher certainly wouldn’t want anyone to tell you how to run 
your newspaper. My point is that those foreign editions I have dis- 
played to you are an export product for foreigners only, and if some of 
these things that are hurting us—I remember Marvin McIntyre used 
to ring me up and say, “Gene, get the newsreels to cover so and so and 
lay off so and so.” 
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His honest efforts were made to say, “Now we are not telling you to 
stop playing the news, but how about three columns and a carryover, 
throwing your paper to some thing that you don’t think is right for 
our country, that our President doesn’t think is right? Why make a 
local story out of it in terms of coverage?” 

The reason I say that is I was over there for 90 days and exposed 
to that stuff, and all of our local domestic troubles in this export 
product that is definitely an opinionmaker throughout the world, are 
blown up to domestic proportions. 

Do you follow my point? That is all I have to say. 

Senator KNow.anp. I would like to ask this because we may be 
vetting a rollcall in the Senate shortly. You have some over there. 
In case we do have to leave for the floor the statements can be put in 
the record and we can pick them up but the pictures we would not be 
able to see. 

Mr. Castir. I am coming down to the end now. While you are 
here I want to go ahead with this publication thing. I have already 
given you the coverage. You are familiar with it. Senator Ferguson 
is not. Here is the weekly coverage. It will be rather surprising to 
you, 


Millions and millions of copies of these American publications, the products of 
your professional publishers, tell your story without the propaganda label and to 
everyone who reads English, or can arrange to have it read or interpreted to them, 
and that means anyone of importance in the commerce, industry, journalism, and 
government throughout the entire world. 

If these tremendous and legitimate publishing advantages entirely devoid of 
propaganda and truly reflecting the spirit of free enterprise for which America is 
famed, if these efforts cannot sell America to France and the free world, you may 
be sure that your poorly conceived, little circulated and all too obvious Govern- 
ment-sponsored propaganda that costs your people nearly $10 million a year in 
France and Italy alone will never do it. The naked truth is that all Europeans 
hate propaganda from any government, foreign or domestic. They disbelieve 
propaganda in any form because they have been propagandized to death. 

If your Government had rehabilitated the earning power of even a fraction of 
the industrial workers of France and Italy at the same time that your billions 
rehabilitated the industrialists of these countries then the local Communists 
would boast of fewer converts to communism today—and probably by many 
millions. It would have been relatively easy for Americans to have accomplished 
this. 

When you ladled out the vast sums of money you could have done so on the 
firm condition that, at regular intervals agreed upon in advance, the French 
industrialists receiving these funds would agree to raise the salaries of their 
workers in proportion to the benefits that they, the industrialists, received from 
America. 

Thus, instead of giving away billions of dollars to bolster the properties of the 
French industrialists, who, like most people of means, think of themselves first 
unless they are brought face to face with their larger obligations—if you had 
firmly insisted that the first beneficiaries of your aid dollars could not receive 
these dollars without spending some of them on their own workers, if you had done 
this from the start in France and in Italy you would have had the masses of the 
people, the workers of these countries, applauding the Americans who raised their 
salaries. 

Under such happy circumstances the Communist agitators would have had 
little if any success because they would have been unable to chant that American 
billions are making the wealthy French industrialists richer and the French 
workers poorer. 

Remember, communism feeds on the empty market basket and dinner pail. 
Your 10 millions for propaganda each year in France and Italy do not fill those 
baskets or pails. It is as simple and as unappetizing as that. 
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Mr. Allain said further 


If you must spend money for propaganda it would be much cheaper and more 
productive for vour Government to invite a few managers and workers, mostly 
the latter, to come to America and observe for themselves the operation of Amer- 
ican industries; also the high standards of living and the luxuries enjoyed by the 
great majority of America’s working people. Propaganda films and other de- 
vices created by the United States Government will not convey this situation 
even if they present an accurate portrayal of your industries and the workers 
living conditions 

temember, these people are unbelievers. They are of a desperate and de 
pressed mind, otherwise they would not be Communists. Therefore, they must 
actually see to be convinced If a relatively small number see for themselves 
they will tell others and you will have a real underground fer Americans—some 


thing that you do not have today. Take, for example, 50 employees from each 
of the following important French industrial plants: Renault, Citroen, Michlein 
Tires, also 50 ore miners and 50 coal miners. 

Let these people travel in the United States for 2 weeks by themselves. Let 
them go where they please and without any pressure or assistance. If they could 


be accompanied by their wives, so much the better. This may all sound imprac- 
tical but a few hundred French workers and a few humdred Italian workers 
could do more to sell America to Frenchmen and Italians than all of the propa- 
gandists 

Do something like this plus telling the French and the Italians that all of their 
industries, luxury hotels, restaurants, silks, wines, crevats, women’s clothing, 
tourist revenues—everything that brings contact with the outside world and 
trade and revenue from the world—would be locked behind an iron curtain forever 
if the Communists gained control. 

Such efforts as these would in quick time enable you to lock up the chateaus 
and other high-priced real estate in the heart of Paris and elsewhere that is today 
wholly populated by the press asents of your Government. Then you could 
turn these buildings back to the French and automatically stop homegrown 
Communist agitators in their never-ending criticism of the great extravagance 
of the American provaganda machine and their wild assurances to Frenchmen and 
women that all this is to enable the capitalists to caoture the world, or something 
equally untrue France is a country of middle class people—it is safest and 
troungest when the middle class are happy—they are individualists and to win 


them no gusher of propaganda will ever replace reason and logic 


BBC 





BROADCASTS 


Gentlemen, this concludes this part of the show and then I give you 
the pictures. I was told to get on the Elizabeth when I came home 
because they have broadcasts of the BBC, the English thing, and our 


own. I bold in my hand Today’s Program. It happens to be that 
of the Wednesday, March 31, 1954. It is the program of Her 
Majesty’s Queen Elizabeth. At 6 p.m. we have the BBC news broad- 
‘ast in the main lounge and at 6:15 we have the Voice of America. 
On page 1 I will give you my comments and I underscore the fact that 
they are mine. 


VOICE OF AMERICA 


These are my comments on the Voice of America. 
again sir, at 9 p. m. 

Delivery entirely too fast for non-English speaking persons to 
absorb or even to understand. The copy sounded like the creation 
of a young fellow polishing off his first essay for a public-speaking tour. 

Transmission was full of flaws in contrast to clear transmission of 
BBC. 

To exploit McCarthy and McCarthyism to the world there was a 
long-involved and very obviously biased discourse on the then im- 
pending McCarthy hearings as the opening news item. This was 
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followed by mention of an anti-McCarthy resolution offered and 
defeated at a Republican State convention in Maine. 

There was no mention at all of the reverses being suffered then in 
Indochina as the coverage in a terse one-line news report in BBC 
broadcasts ahead of USIA. You note the British are very skillful in 
covering in one line briefly things that are even against them. 

The entire broadcast and all of them—and I listened to them for a 
week —were very inferior, inaccurate, and each evening BBC preceded 
the USIA. It was remarked to me, by a Texan: 

I never expected to have to listen to BBC to get an unbiased news report. 


We exploit the President’s and the administration’s ideas but we 
do not even do that well. 


FUNDS FOR CABLE CHARGES 


[ am not going to burden you with the detail of this, because it is 
detail. I have here if you want them—I will be glad to loan them to 
vou—this daily file. That is my third subject. It costs us $6 million 
for cable charges alone. It is entirely unnecessary, as | said in my 
wire to the chairman. 

Six million plus a large staff can be permanently eliminated by Coneress and a 
6,000-word 5-day-a-week overseas news cable sent by the USIA from Washington 
to ¢# countries 

This is the most stupid and wasteful idea ever conceived. The 
editors to a man—and I talked to them in a dozen different coun- 
tries—have told me that they deeply resent receiving regular hand- 
outs of this sort because they are editors and not propagandists for 
any government, including their own. 

Moreover, this USIA slanted version of the news of America plus 
totally unacceptable comments of persons of unwarranted background, 
literary artists, cannot be used until 48 hours after AP, UP, and INS 
release the news. Therefore, this daily propaganda cable is actually 
building bad will around the globe for us at a cost of $6 million to the 
American taxpayers. 

It is as simple as that. Any amplification I give it simply would be 
gingerbread. 

ARAB PUBLISHERS 


[ talked to two Arab brothers, Ali and Maiskapa Amid, who publish 
a large Arab paper, Akh Bak El Youm. I spent an afternoon with 
them. They told me that they have AP, Reuters, and the Arab News 
Agency. I said, ‘Do you ever get any of this stuff from the American 
Embassy in Cairo?”’ 

They said, “Yes; it comes over every day.” 

I said, ‘“‘What do you do with it? Do you ever use it?” 

They said, “Once in a while we have because there might be a long 
speech that we are interested in that is not carried by the regular wire 
service.”’ 

Therefore, it all adds up to this: If we want to supply a good speech 
made by an important personage of our Government, the thing to do 
is to send that speech, but cut out the gingerbread because editors are 
editors the world over. 

I had a fat fellow in Paris—I told you about it, Senator—tell me 
over two bottles of wine that I paid for that he got the President on 
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his front page on Monday, the Secretary on Tuesday, a ‘‘fromage’’ 
Senator on Wednesday, the President on Thursday, the Sec retary on 
Friday, and the ‘‘fromage’” Senator on Saturday. He said, “Thank 
God, Sunday is a day of rest. We don’t publish our paper on Sunday.” 

I said, ‘That does not mean anything. You are just kidding me.” 

He: said, ‘No, I am not kidding. How would your people like it 
out in the Middle West if they were burdened with that stuff? They 
would not like it. You are giving us an overplay.” 

We are doing this thing like we were trying to sell a can of beans 
in the Saturday Evening Post and it is wrong in its purpose. 

Gentlemen, the time has truly come to stop the USIA’s around- 
the-clock and around-the-world circus and gimmicks. 

You have in this country today—in fact, he is in Geneva today—a 
professional newspaperman, Mr. Henry Suydam. He happens to be 
the head of the Press Relations Bureau of the State Department. 
This USIA will never be right until it is made a part of the State 
Department again—a tight organization of professional newspaper- 
men, directed by a man like him. I have never seen him in my life. 
He dates back from Charles Evans Hughes. 

I know 50 correspondents in Washington and every one of them I 
talked to said you have to get a newspaperman. You have to cut out 
the gadgets and gimmicks and make it only a newspaper of the 
State Department. Then you will start going to town. You will have 
to do it because the lights are going out for America all over the world. 


USIA PRESS RELEASE 


I would like to place in the record a press release of the USIA dated 
April 22, 1954, and a denial from Singapore of false USIA press release, 
carried originally by the Associated Press, special to the New York 
Times. 

Chairman Brinass. If there is no objection they may be made a 
part of the record. 

(The material referred to follows:) 


{From the New York Times, May 11, 1954] 


DENIAL FROM SINGAPORE OF FatsE USIA Press RELEASE CARRIED 
ORIGINALLY BY AP 


FILM CENSOR DENIES UNITED STATES CHARGE 
(Special to the New York Times) 


Sincapore, May 10.—Mrs. C. Koek, Singapore’s official film censor, denied today 
an allegation made recently in Washington by the United States Information 
Agency that Communist films produced in the Far East were on the increase and 
were being shown in the main theaters of Hong Kong and Singapore. She said no 
Communist or anti-American film had been shown in Singapore since the Malayan 
emergency began 6 years ago. 


Hotitywoop SELus AMERICA TO WoRLD With NONPROPAGANDA ENTERTAINMENT 
Movisrs—Eric JOHNSTON, PREsIDENT, MPEA (1n His Annuat MPEA 
PRESIDENTIAL REPORT) 

TODAY’S THOUGHT 


Hollywood films are made primarily to entertain. They bring intervals of 
inexpensive relaxation ar be joy to many millions of persons throughout the world. 
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Although chiefly designed for entertainment devoid of deliberate propaganda, 
American films also contribute to better living by reflecting for a tremendous 
worldwide audience the spirit of a free nation and the ways of life in a free society. 

UnitTEp States INFORMATION AGENCY, 
Washington 25, D. C., April 22, 1954. 


For THE Press—For IMMEDIATE RELEASE, THURSDAY, APRIL 22, 1954 


A sharp increase in pro-Communist motion pictures is taking place in southeast 
Asia, Theodore C. Streibert, Director of the Enited States Information Agency, 
said today. 

Movies with antiwestern and pro-Communist themes are being produced in 
the Chinese language and distributed in growing numbers throughout the Far 
East. In addition, Russian-made films with Chinese subtitles are being shown 
increasingly to movie audiences in the countries of southeast Asia. 

In Hong Kong alone, which now is the third largest film production center in 
the world, several hundred Chinese-language films are being turned out each year 
by pro-Communist producers, Mr. Streibert said. In faci, he added, about two- 
thirds of the top-grossing pictures now being shown in Hong Kong were made by 
pro-Communist producers. Russian films also are finding an interested audience, 
such as The Circus, which was the highest grossing picture in Hong Kong during 
its run there. 

The Hong Kong films range from obvious to quite subtle pro-Communist 
propaganda, and the antiwestern theme is often adroitly handled. For example, 
villains in these movies are usually dressed as Americans. 

There are a large number of Chinese theaters in southeast Asia and the Chinese 
are avid moviegoers, constituting a wide and enthusiastic following for the very 
popular Chinese film stars. 

In many instances the pro-Communist film makers will lease theaters by the 
month or the year if they are unable to get distribution any other way. Moreover, 
they sell their movies to commercial theaters at cut rate, and these are often 
shown at special low prices. These films are financed extensively by wealthy 
and influential pro-Cummunist Chinese banking and commercial interests. 

Throughout southeast Asia, both the Chinese and Russian-made films with 
Chinese subtitles are making heavy inroads on pictures made by the West. 


PICTURES TAKEN IN ROME AND PARIS 


Mr. Castie. Thank you very much. I will now show you a few 
slides and we will wind up the show. These are some slides I took 
myself in two places, in Rome and in Paris. Some of our excesses 
are doing us too much harm. These first slides are of Rome. In this 
first slide you can see a wall. It is four blocks long in four directions. 
That is the home of our Ambassador in Italy. It was purchased 
originally by Jimmy Dunn. Jimmy then went to Paris where he 
increased the staff of our Embassy 1,000 percent. 

Jimmy is now in Francoland. 

This next picture shows the gate. There are a cluster of buildings 
for servants. 

This slide shows a garden that adjoins the Ambassador’s mansion 
there. 

This next slide is the mansion center occupied by Mrs. Luce. 

This slide shows a 7-story building in the heart of Rome. Half of 
that at one time was a luxury hotel and the other half an apartment 
house. It is entirely occupied by the USIA, by the Foreign Operations 
Agency, and by our library. 

In this one you can see the two insignia. 

This next one shows the library, closed on Saturdays and Sundays, 
closed at all times when the Italian working people can visit it. 

Here we have the Hollywood Bowl on the right. They have the 
Colosseum in Italy, and on the other side we have the clown. 
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government in the world has anything like this. That is our original 
Embassy building. That is now a consulate. That is where we stamp 
the papers. 

Here now is the largest Embassy in the world in the heart of Rome 
on the other side of that street. We occupy both sides of the street 

This next one shows the entrance. Iam sure the President of the 
United States has not a finer one at the White House. 

This one shows a place that is reserved for Madam Luce where 
her air-conditioned Cadillac rests. No mortal can walk there. That 
is the original Embassy I showed to you. 

Here is a block-long wall that connects the original Embassy building 
with another building of equal size that was formerly the consulate 
building. It is now USIS. Remember |] have shown two buildings 
of USIS. You are now going to see a third. 

This one shows the private parking setup for the personnel of USIS. 
The last one of Rome shows the entrance of USIS. 

Now, we pick up Paris. That concludes our short tour of our real 
estate in Rome. 


[ am going to show you the largest embassy in the world. No 


TOTAL PERSONNEL IN ROME 


Senator KNowLanp. Do you happen to know how many USIS 
people we have in Rome? 

Mr. Castix. I do not know, Senator. I cannot give you the ans- 
wer to that one. I think there are probably close to a thousand of 
them in Italy, maybe higher than that figure. 

This first picture of Paris shows “Yankees go home.” That is 
out near those factories where my friend said we ought to get some 


people to come over here and look us over. 

This second one shows the original Embassy building in Paris. a 
building thoroughly fitting the dignity of the greatest nation on earth. 

The following picture shows what has been added to the United 
States Embassy building. That is a cafeteria and beside it is a 
commissary; and then we have a lot of other stuff. 

Senator Smiru. Do you feel that is larger than the one in Italy? 

Mr. Casrix. I did not say that. I would not know. I want you 
to know that that is an addition. We have 17 buildings in Paris, 
Senator Smith. 

Here is one showing a former restaurant, now the Ambassador’s 
place. I spent $100 there one night in my youth—I will never forget 
the place—with two nice ladies. I took them to dinner. I picked up 
the check for $100, and the francs were cheaper then. That is 
occupied entirely by USLA. We are keeping it in good state of repair, 
as you see. 

Now we come to something very interesting. We are seeing two 
buildings. The one closest to you is the British Embassy. The 
distant one is a building we bought from the Rothschild family and 
they were to leave all the good things in. It is a matter of record 
that Rothschild took all the stuff out and then slipped us the bill. 

Here is a home for press agents on one of the swankest shopping 
streets in the world. That is occupied entirely by press agents. 

This picture shows the entrance to the inner court, 

[ am now showing you a gate. This is a block away. It adjoins 
the American Embassy. 
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In this one I am going to peek through the gates as a tourist does. 


That is as close as they can get to it. 


[ am now going to show you something that is a feast for any artist. 


That is the other side of that building “where our propagandists get 


their inspiration. 

Senator KNowLanp. Is that just for the USLA? 

Mr. Castir. That is right. That is my understanding. 

This next one shows the Avenue Champs-Elysees. 

There is the former Hotel Astoria. It is now occupied entirely by 
the United States. 

Here you see the entrance of the United States Information Service 
Library. 

There is the view that you get of the Etoile, where all the French 
millionaires live, from the steps of the library. 

Now I am going to show you a housing development. First, we 
will take a look at the Seine. 

These apartments have just been completed. There are 96 of 
them. They are occupied exclusively by Government workers. The 
French do not like them because the architecture is not French. 

Senator Ferauson. Our Government workers? 

Mr. Castie. Our Government workers exclusively. 

Senator Smirxu. Did we build them? 

Mr. Casrie. Yes. We have not completed them yet. 

[ am going to show you a duplicate of another 96 now under con- 
struction. Evidently one concern has furnished all of these places 
and furnished all of the embassies all over the nid. You can see 
they are in the course of construction. That gives us a total of about 
100 apartments there. 

I could not photograph this close up to get the extent of it. This is 
the new construction. 1 knocked on the door and a French houseman 
came to the door and I told him that I would like to go up on his 
porch and photograph across the street. He said he would have to 
ask the patron, so the patron came downstairs and he asked me in 
perfect English what I wanted. 

| told him I was an American and I would like to take a picture of 
these American buildings. He frowned and said, “I wish you would 
take the buildings.” 

[ said, “That I cannot do.” I told him I would like to take the 
picture from his porch. 

He said, “I want you to know that I am trying to sell this place 
because I do not want this Greenwich Village setup in my backyard. 
My property value has already gone down 75 percent. 

That, gentlemen, concludes the performance. Thank you very 
much for your attention, 

Chairman Brivces. Thank you, Mr. Castle. 


TELEGRAM FROM CECIL B. DE MILLE 


Senator Brinces. A telegram has been received from Mr. Cecil B. 
de Mille and it will be inserted in the record at this point. 
(The telegram referred to follows: ) 
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Houtyrwoop, Cauir., May 16, 1954. 
Hon. Wiituram F. KNow ann, 
Senate Office Building, Washington, D. C. 

Understand Eugene Castle testified before you today attaching the United 
States Information Agency Motion Picture Service, as well as Theodore Streibert 
Andrew Smith, and me. This is only the latest in a series of attacks by Mr. Castle 
forming part of his campaign seemingly against the United States Informatio: 
Agency, and in my opinion, can have only one effect, and that is to weaken the 
Service. I have ignored his previous attacks, but I want the record to be clear 
that, in my opinion, Theodore Streibert and Andrew Smith are doing an excellent 
job and I have full confidence in their ability and program. Andrew Smith has 
been a topflight motion picture executive for many years and, in my opinion, has 
the support of the motion picture industry in his present position. The reasons for 
Mr. Castle’s campaign of attack are obscure, but in my opinion, his stand is not 
shared by motion picture industry leaders. If Mr. Castle is as wrong about the 
whole Information Agency program as he is about its motion picture service, | 
believe you can safely ignore his obersvations as I have been doing personally 
since he began to attack me after I refused to join his campaign against this 
vitally important Government agency. I will appreciate your advising the other 
committee members of this telegram and having it placed in the record. 


Ceci, B. pEMILLE. 


Chairman Brinces. The committee will recess until 10 o’clock on 
Monday morning. 

(Thereupon, the hearing recessed at 4 p. m., Friday, May 14, 1954, 
to reconvene at 10 a. m., Monday, May 17, 1954.) 
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MONDAY, MAY 17, 1954 


Unrrep Srarres SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10 a. m., in room F-37, 
the Capitol, Hon. Styles Bridges (chairman of the committee) pre- 
siding. 
Present: Chairman Bridges, Senators Ellender and Kilgore. 


DEPARTMENT OF COMMERCE 
Crviz Arronavutics Boarp 


STATEMENTS OF CHAN GURNEY, CHAIRMAN OF THE BOARD; 
OSWALD RYAN, BOARD MEMBER; E. T. NUNNELEY, JR., GENERAL 
COUNSEL; M. C. MULLIGAN, SECRETARY OF THE BOARD; JOSEPH 
H. FITZGERALD, DIRECTOR, BUREAU OF AIR OPERATIONS; 
IRVING ROTH, CHIEF, RATES DIVISION; AND JOHN B. RUSSELL, 
CHIEF, BUDGET AND FISCAL SECTION 


POLICY 


Chairman Bringes. The hearing will come to order. 

Various members of the committee want to address questions to 
you. I myself am particularly interested in saving money. This 
committee must arrive at a decision on policy. The committee is 
aware that an overall national policy is being considered by the 
President at this time. Are there any aspects which are not secret 
that you can discuss? What is the status of the recommendations ? 

Mr. Gurney. The recommendations went in a report to the Presi- 
dent on May 1. It is a study made by the Air Coordinating Com- 
mittee. There are 10 agencies of the Government represented on that 
committee—all divisions of the Department of Defense, Department 
of Commerce, CAB, State, Treasury, Post Office, and a few more. 
As far as I know, until the recommendations to the President are 
acted on by him they will not be given out as a public document. The 
report has ho force and effect as vet. 

Chairman Brinces. It has not been made public to date? 

Mr. Gurney. That is right, excepting that there is complete cooper- 
ation with the industry and papers were sent to the industry in gen- 
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eral putting up the questions and asking them for comment prior to 
the Air Coordinating Committee’s adoption of the entire report. The 
whole report directs itself along the lines of economy, along the lines 
that you said you were interested in, cutting down on routes that are 
in there just for competition’s sake, recommending all through the 
report general betterments of the route pattern, recommending that 
it be the policy of the administration that only economic lines be put 
in, both internationally and domestically. It covers both the domestic 
and the international fields. 

It also sets forth a program for the betterment of the local service 
lines, for the local service lines generally take about 30 percent of our 
subsidy request at the moment. That is in a general way about what 
the Air Coordinating Committee recommended to the President, Mr. 
Chairman. We expect word back from the President in about a week 
I would say. 

We anticipated first that it would come on May 18 or 20. He has 
only had since the first of May to study it. 

Chairman Brinces. When that policy is determined, you and mem- 
bers of the Board realize, it will have a direct bearing on rel: ationships 
with the Congress and appropriations funds. We will be very in- 
terested in it, Mr. Chairman. 

Mr. Gurney. I am sure a report will come right here the day it is 
released. I will say, Mr. Chairman, that there are some recommenda- 
tions for new legislation that are needed to carry out the recommenda- 
tions made by ACC. 

CARIBBEAN ROUTES 


Chairman Briners. I want to ask you a few questions relating to 
Caribbean routes. 

Do any foreign-flag airlines operate through plane service between 
New York and points in the Caribbean? 

Mr. Gurney. I do not want to trust my memory entirely, but Air 
France goes from New York to Mexico City. I am going to ask Mr. 
Roth, who is better acquainted with that to give you that in detail. A 
British airline runs into the Caribbean. Are there any others, Mr. 
Roth ? 

Mr. Roru. I believe KLM operates into the Caribbean area. 

Chairman Bruges. What is KLM? 

Mr. Gurney. It is a Dutch airline. 

Mr. Rorn. It has a very long name. They operate into the Carib- 
bean area. 

Chairman Brinees. What about a Colombian airline? 

Mr. Rorn. That is an affiliate of Pan American. It is called 
Avianea. It operates between the United States and Colombia as 
well as extensively within Colombia, as I understand it. 

Chairman Bringes. What about Venezuela ? 

Mr. Gurney. That comes from Caracas north into New York. 

The Canadian airline, of course, runs from Canada down to Tampa 
and into Mexico. 

EXISTING AGREEMENTS 


Chairman Brinees. Do agreements, which the United States has 
with foreign countries, authorize further services of this character? 
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Mr. Gurney. We would have to make a complete study of that. 
BOAC is presently authorized to go to New York and/or Chicago. I 
lo not believe they are operating to Chicago at the moment. They are 
\uthorized to go to Mexico but are not operating from New York to 
Mexico. We make reciprocal treaties with quite a few countries. 

Kor instance, I am told by our chief counsel that Brazilian and 
Argentine lines are authorized to come up to New York but are not 
vet operating, 
~ Chairman Bringes. Have any American-flag airlines been per- 
mitted to operate direct between New York and the Bahamas, Jamaica, 
or Columbia ¢ 

Mr. Gurney. Not to some of the places you mentioned, but Braniff 
uirlines hits Columbia and Panagra does, but not into their capital 
ity of Bogota. You asked whether or not they leave from New Y ork. 
Chey do not. They leave in one instance from Miami and Braniff in 
the other instance, operates from Miami and also from Houston, Tex. 


FLIGHTS TO SOUTH AMERICA 


Chairman Bruvces. The British, for example, and I believe some 
others, operate between New York and to those points. I want to know 
whether any American-flag line is allowed by the Commission to oper- 
ate the same routes, or are we giving them exclusively to the foreign- 
flag lines ¢ 

Mr. Gurney. We do not have one-carrier service down the west coast 
of South America. Pan American, of course, runs direct to South 
\merica from New York along the east coast of South America, but 
we do not have a single carrier company operating from New York 
down the west coast of South America, which would include Colombia. 

Chairman Brinees. Why should we give such routes exclusively 
to foreign nations! Why should American airlines not have a chance 
iere $ 

Mr. Gurney. I personally believe they should. We have quite a few 
cases that contemplate single-plane service to the west coast of South 
\merica. The most important one that is right in the process of being 
settled now is named the Balboa case. 

Chairman Bripcres. How much business do the British and Colum- 
bian carriers have each year between New York and these places / 
Do you bave any figures on that ? 

Mr. Gurney. The British planes run down to Nassau, the Bahamas, 
but they do not run from New York to South America. 

Chairman Briners. In the case you referred to, Eastern Airlines and 
Pan American asked you to let them run their planes from New York 
through Miami to these areas utilizing Eastern’s certificate between 
New York and Miami and Pan American’s certificate beyond. 

Mr. Gurney. That is right. Eastern asked to interchange with 
Pan American at Miami for service from New York to Balboa and 
then on down the west coast, down the Panagra line. Panagra would 
operate on the track that Pan American has between Balboa and 
Miami. Therefore, it would be a Panagra plane that would operate 
on the Eastern route from New York to Miami, on Pan American's 
route from Miami to Balboa, and on their own route from Balboa 
south. That is the case that is presently before us. 
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Chairman Bripers. When did Eastern and Pan American make 
these proposals ? 

Mr. Gurney. Some few years ago, the last one. At that time there 
was a through flight agreement agreed upon as between Panagra and 
Pan American and so Pangara has been using a line from the west 
coast of South America clear to Miami. A one-plane service from 
Miami south is operated by Panagra in that way. I cannot give you 
the exact date, and I am sure we do not have the papers here on it, but 
some few years ago they made that last interchange proposal to the 
Board. 

RESTORATION OF TRAFFIC TO AMERICAN CARRIERS 


Chairman Brincrs. Among other things, we are interested in get- 
ting traffic back under American carriers. At present it is being 
drained off to foreign operators. That is the point of these questions. 
American lines on these routes would be good for the general public 
service, would they not ? 

Mr. Gurney. That is right. And we issued a decision in the Bal- 
boa case on March 26, of this year. There are three lines involved— 
Panagra, Pan American, and Braniff. That is the international side 
of it. There are also two other carriers, Eastern and National, that 
operate from New York to Miami, so all of their applications are being 
considered in this case. 

We asked Braniff, Panagra, and Pan American to get together and 
bring to the Board agreement that would settle many of the problems 
that are presently before us. In other words, we asked them to come 
in with a plan if they could not agree with the plan as outlined by the 
Board. Wy 
May 26. 

Chairman Brinces. Is it suggested that Pan American with the 
Grace Co. give up their line down the west coast and turn it over to 
Braniff ? 

Mr. Gurney. I do not know what the solution might be, Mr. 
Chairman. 

Chairman Bripers. Is that what you suggest in the decision? 

Mr. Gurney. Mr. Chairman, it is not spelled out here on any one 
sheet and the suggestions run all through the paper, but we have 
three carriers serving South America—Pan American, Braniff, and 
Panagra. Going back to the economy move and getting away ‘from 
paying large subsidies, it is the Board’s feeling that there should be 
two lines. Therefore, we asked the three carriers to get together with 
that objective in view. 

I just do not know what the proposal will be, but it is complicated 
by the antitrust suit which has been brought by the Attorney General 
which asks evidently that Pan American ‘and Grace divest themselves 
of Panagra’s stock. I believe that is the objective of the antitrust suit, 
so it is rather complicated. I am sure that arrangenients can be 
worked out so that we can get down to two United States carriers for 
South America. That is what our hopes are. 

Senator Ettenper. May I ask a question ? 

Chairman Brinees. Yes, Senator Ellender. 

— nator ELLENDER. Senator, what is the basis of this suit that you 
refer to? 


e gave them 60 days to reply so a reply is due in on 
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Mr. Gurney. I will ask the general counsel to answer that. 
Senator Ex:enper. Is it because there is a monopoly that has been 
established whereby Panagra controls the lines in that area ¢ 

Mr. Gurney. Will you answer that, Mr. Nunneley, please? 


ISSUE INVOLVED 








Mr. Nunnevey. The situation is one in which Pan American owns 
50 percent and Grace owns 50 percent of Panagra. The issue that was 
raised was—it was raised of course by the Department of Justice— 
the illegality under the antitrust laws of establishing that operation 
with that point control for alleged purposes of preventing effective 
competition. 

Senator Exienper. Is it not true that since Pan American does own 
or control most of the stock in those concerns there, the other half 
being owned by citizens of the countries where these routes are, it 
would have a tendency of more or less ‘keeping out any competition 
from America ¢ 

Mr. Gurney. You are talking now about a different company than 
Panagra. Are you talking about the Columbian Co. ? 

Senator Ex.enver. No; I was going to lead to another company. 
That is why I was trying to find out why it was this suit was bei ing 
prosecuted. As I under stand, it is because Pan American is so dee oly 
connected with the air routes in South America with companies th at 
control or have much to say in South America, that it is feared that 
they will be able to enjoy the monopoly that they now have for a long 
time to come unless this suit is won. 

Mr. Gurney. Of course, it is the 50-50 ownership of Panagra by 
Pan American and Grace that is the whole basis of the suit. It raises 
the question of competition with Pan American or any other of those 
companies down there. 

Senator Ex.enper. Do you not think it would be order to look into 
the matter of Pan American and the stock ownership in Mexicana? 

Mr. Gurney. They do own—I think I incorrectly stated the amount 
the other day—41 percent. I said incorrectly 48 percent, but I learned 
this morning that it is 41 percent. That is the last information we 
had on it. 

Senator Extenper. Is it true or not that Pan American through 
CMA or some officials in Mexico had a lot to do in preventing these 
additional routes from being facilitated between our Government and 
Mexico? 

Mr. Gurney. I do not know, Senator. 

Senator Eititenper. Was that not done under the 1946 certification ? 

Mr. Gurney. I do not know, Senator Ellender. I came on the 
Board in 1951 in March. 

Senator Exrtenper. Is Mr. Ryan present? 

Mr. Ryan. Here. 

Senator Extenper. Mr. Ryan, I wonder if you can answer that 
question ¢ 
Mr. Ryan. Would you mind stating it again? 













2O86 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


EFFECT OF AIRLINE CONTROL 


Senator Exrtenper. What effect do you think the fact that Pan 
American owns 41 percent of the CMA stock, plus the fact that CMA 
is controlled by the officials of Mexico, has had on the ability of om 
Government to consummate this one-package agreement for addi 
tional routes between our country and Mexico? 

Mr. Ryan. Senator, I do not have a judgment upon that question 
because the only evidence I have is the evidence of the declared posi 
tion of Mexican Government on whether that has interfered with the 
implementation of the certificate of Eastern Airlines and the others 
certificated for service to Mexico. Mexico’s position is that the United 
States carriers are so powerful economically and so subsidized by the 
United States that the Mexican carriers, who are not subsidized by 
their government, will be unable to stand up against them in the 
competition and therefore they say “we want Los Angeles-Mexico 
City exclusively.” Also, their position until rec ‘ently—and I do not 
know that it is any different today—is that they w: anted New Orleans- 
Mexico City also exclusively. 

I say that because that was the tenor of the statements of the 
various Mexican officials. 

Senator Ex.renper. I did not intend to go into that phase of it at 
this time. 

Senator Bridges was pursuing some other line. However, since 
you mentioned it we might go into it for a moment until Senator 
Bridges comes back. 


NEW ORLEANS-MEXICO ROUTE 


Mr. Ryan. You understand my answer to your question. 

Senator Etrenper. Yes. 

Mr. Ryan. I have no judgment. T cannot have an informed judg 
ment on the question. 

Senator Etitenper. However, have you been able to form an opinion 
from the reports that came to you from other persons who went down 
and tried to negotiate the deal after you failed ? 

Mr. Ryan. Senator, I would have to be basing my opinion upon a 
speculation. TI have never found any evidence, direct evidence or 
any evidence on which I could base a judgment that either one of 
the carriers that you are referring to, which, of course, are Pan 
American and American Airlines, have ever sought to prevent the 
success of negotiations between the United States and Mexico. 

Senator Ertenper. You do know they are both opposed to any— 

Mr. Ryan. I have no doubt about it, Senator. 

Senator Exienper. To any more routes being started between 
Mexico and the United States. 

Mr. Ryan. You can always assume that, Senator, because whether 
it is in the domestic field or in the international field, one phenomenon 
is always present; that is, the carrier who seeks to get in is in favor 
of competition and the carrier who is already in is against competition. 
And in this particular case you can assume that the two carriers are 
against it. 

Senator Eitenper. You not only assume so, but T think they filed 
documents against it. have they not ¢ 
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Mr. Ryan. Yes. 

Senator Ectenpver. They have taken a decided stand against it? 

Mr. Ryan. Yes, but I am talking about influence upon ‘the Mexican 
Government, and I thought that is ‘what your question was directed to. 

Senator Ettenper. Yes. Of course, you would not have any judg 
ment to make on whether or not the effect that CMA is controlled 
by the Mexicans to the point of 59 percent for them and 41 percent 
for Pan American, has had on whether they would not maybe try to 
maintain this monopoly in air service. 

Mr. Ryan. I would say that they would always be in a position 
to exert influence through the friendships that they would naturally 
have in Mexico. However, the point I am making, Senator, is that 
[ cannot say upon the basis of any evidence that I have ever seea 
that either Pan American or American Airlines has violated the 
national law, the criminal law, in seeking to prevent a successful 
negotiation because under an act of Congress it would be a criminal 
offense for them to undertake that. 


NEGOTIATIONS BETWEEN PAN AMERICAN AND MEXICAN GOVERNMENT 


Senator Extenper. That brings us then to the negotiations that 
took place during 1946 or before 1946 between Pan American and 
the Mexican Government. Are you familiar with the routes that 
were in effect when the 1946 decision was rendered by the CAB? 

Mr. Ryan. Yes. I am not acquainted with the circumstances 
under which they obtained their routes. I think some even antedate 
the Civil Aeronautics Act. 

Senator E.tenper. Are you familiar, or if you are not, can you 
furnish for the record, what routes were then in effect between 
Pan American and American when the 1946 decision was rendered / 

Mr. Ryan. Yes; I can tell you some of them, Senator, and then I 
can supplement it with a more detailed statement. 

Senator E.itenper. Let us take Pan American first. Is it not true 
that Pan American had a route between Brownsville, Tex., and 
Mexico only ¢ 

Mr. Ryan. Brownsville to Mexico City, that is right; and beyond, 
I think. That was in existence when the Civil Aeronautics Act was 
passed and the Congress itself gave them that route. That was a 
grandfather case; and you have to put them in if they had been 
operating and had performed adequate service during a particular 
per od, 

Senator Ex..enper. Is it not also true that at that time American 
Airlines was flying out of only one city in Texas to Mexico? 

Mr. Ryan. American Airlines had a route from Fort Worth-Dallas 

I think, San Antonio, Monterrey, and then Mexico City. That 
route, Senator, came from the decision in 1942 in which American 
Airlines was an applicant for that route. They were not operating 
to Mexico before that at all. 

Senator Evtenper. If you say that this route was established 
1942, why was it necessary to reiterate it in the 1946 decision ? 

Mr. Ryan. Senator, that decision was made by the President of the 
United States. I participated in that decision. I voted against 
American Airlines being certificated for Mexico. The President 
overruled us. 
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Senator ELtenper. That was because of the war, was it not? 

Mr. Ryan. The President overruled us and issued the mandate on 
the ground of war need. 

Senator Ettenprr. That is the 1942 decision you are talking about’? 

Mr. Ryan. That is right. Then the President of the United States 
issued a mandate to us to put American Airlines in, and we did that, 
and the certificate was to run until the Board and the President 
should determine that the war need had ended. So that when we 
came to the 1946 decision in the Latin American case that certificate 
was still in effect and they were operating under that certificate. 
Also, Senator, for your information, a route from El] Paso-Monterrey- 
Mexico City was also involved. 

Senator Exrrenper. Can you tell us whether or not there were other 
points in the United States that were incorporated in the judgment 
that was rendered in 1946 but from which neither American nor 
Pan American had been operating? 

Mr. Ryan. You mean, were there other certificates issued for other 
routes ? 

Senator Etitenper. Yes. 

Mr. Ryan. Yes, indeed. 

Senator Ettenper. What I would like to find out definitely is this: 
From where in the United States to Mexico were the Pan American 
and American Airlines operating prior to or at the time of the deci- 
sion in 1946? 

Mr. Ryan. Prior to that time the American Airlines was operating, 
as T have said, Forth Worth-Dallas to Mexico City and from El Paso 
to Mexico City, both of them through Monterrey. Pan American Air- 
ways was operating the old grandfather route, the pioneer route from 
Brownsville to Mexico City. 

Senator Exrrenper. Was it not after the 1946 decision that other 
points in the United States were selected from which Pan American 
and American could travel to points in Mexico and if so, what were 
those points? 

Mr. Ryan. The Latin American decision extended the pioneer Pan 
American route from Brownsville up to Houston, and I do not recall 
whether it extended the American Airlines to any other city or not. 
It just renewed the route for the American Airlines. 

Senator Eitenver. It renewed it from Brownsville to Mexico City? 

Mr. Ryan. I am speaking of Pan American now. The Pan Ameri- 
can route previous to the 1946 decision had Brownsville as its ter- 
minal. That was moved up to Houston in the Latin American deci- 
sion. 

Senator Etuenver. In the 1946 decision ? 

Mr. Ryan. Yes. 

Senator Exrrenper. Who negotiated that? How was that accom- 
plished ? 

Mr. Ryan. That was a decision of the Civil Aeronautics Board. 

Senator Etrenper. Of course, you had a decision also granting to 
Eastern Airlines a route between New Orleans and Mexico City. 

Mr. Ryan. Yes. 

Senator Eittenper. Why was that not implemented in the same way 
as the Houston to Brownsville to Mexico City route? 

Mr. Ryan. You understand that the Eastern the Western—that is, 
the Los Angeles to Mexico City route—and the Braniff routes were all 
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ertificated along with Pan American and the others in the Latin 
\merican decision. You ask why were they not implemented. 


IMPLEMENTATION OF CERTIFICATES 


Senator Ettenper. Why were they not implemented to the extent 
hat Pan American and American were? 

Mr. Ryan. That was properly addressed to the Government of 
Mexico. It just did not let them in. I went down there in 1946. 

Senator ELLeNper. Just a minute. I understood from Senator 
Gurney and also from Mr. Waugh that it was necessary to go to the 
State Department and to the CAB to get further implementation. Is 
t possible that American and Pan American could, after the decision 
was rendered, simply go to Mexico and get those certificates imple- 

ented and establish air routes? 

Mr. Ryan. I see what you are asking now, Senator; that is, what 
lid Pan American and American Airlines do about implementing 
the authority which they had from the United States. I do not 
know, Senator, whether the State Department assumed the responsi- 
bility of getting them the authority from Mexico or whether the 
State Department permitted the carriers to go down there and get 

ny necessary authority, and I do not know whether they had any 
existing or preexisting author ity from the Mexican Government which 
would have allowed them to go. 

Senator Ertenper. Why was it necessary to send you as head of 

board to negotiate the other certificates that were issued. 

Mr. Ryan. Because, Senator, we did not have a bilateral with 
Mexico. We did not have a bilateral with Mexico and the purpose 

f the conference of 1946 was to embody in an agreement between the 
two governments the landing rights in Mexico for all of these carriers 

iat had been involved in the Latin American case. 

Senator Eutenver. I understand you did not have a bilateral agree- 
ment, but yet Pan American and American were able to go and estab- 
lish their routes. How were they able to do it and then the others, 
Western, Braniff, and Eastern, that had been given the same kind 
of privileges were not able to. Why was it necessary that you go 
down there and negotiate for them ¢ 


NEGOTIATIONS WITH MEXICO 


Mr. Ryan. Senator, it was necessary for me to go down there and 
negotiate with them under the instructions which I had as chairman 
of the United States delegation. My instructions were to get an agree- 
ment with the Mexican Government which would insure that all of 
these routes—and they would include the preexisting ones, Pan Ameri- 
can and American as well as the new ones—should be approved by 
the Mexican Government and that can only be accomplished, of course, 
by bilateral. 

Senator Ettenper. Asa matter of fact, Mr. Ryan, did not the com- 
mission which you headed deal only with Eastern, Western, and 
Braniff ¢ 

Mr. Ryan. No, Senator. 

Senator Extenper. How did Pan American and American come 
to get their permits then? You did not get a bilateral agreement. 
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You say that was necessary. You did not get a bilateral agreement 
and yet American and Pan American got their permits. 

Mr. Ryan. Senator, they did not get the permits pursuant to any 
authority of a bilateral agreement. My job, and that of my associates 
of the United States de legation was to get a bilateral agreement which 
would insure that all of these carriers—— 

Senator Ettenper. Including Pan American and American. 

Mr. Ryan. And Eastern, Western, and Braniff. 

Senator Eittenper. How were they able to implement their permits 
and the others have died on the vine, as it were ? 

Mr. Ryan. I do not know any other answer to give you, Senator, 
but maybe the State Department can tell. However, the Board’s 
responsibility, understand, ends with the issuance of a certificate. 
The next step was authority to operate and the Government’s policy 
was to get an international bilateral agreement with Mexico. I do 
not know why Mexico says, “We will let you in, but we will not let 
the others in.” 

Senator Evrtenper. Could you not object to that? You certainly 
objected when the time to have Eastern go from New Orleans to Mex 
ico, because, as I understand, the plan was to make a one-package 
agreement with Mexico. Was that not true? 

Mr. Ryan. Senator, in 1946 I had no other instructions. 

Senator Ertenper. Exactly, you had no instructions to make but a 
one-package agreement, but somehow American and Pan American 
got in there even though you did not enter into this bilateral agree 
ment. Why is that? 

Mr. Ryan. Senator, I do not know how otherwise to explain it than 
to say they did not get in under the bilateral agreement because that 
failed. 

Senator ELLenper. How did they come to get in, though? Did you 
not make every effort to try to get a one-package agreement? 

Mr. Ryan. Yes, indeed, I did. 

Senator Extenper. Suppose that CMA had not been given this 
monopoly between Mexico City and Los Angeles and then these other 
routes had not been established: do you not think you would have 
been in a better position to effectuate a bilateral agreement than to 
give them the monopoly that they are now exercising ¢ 

Mr. Ryan. That is highly speculative and would call for a specu 
lative answer. 

Senator Evienper. I do not know how you can describe it as a 
speculative answer. 

Mr. Ryan. It may have been that my job would have been an easier 
one if we had not had any services with Mexico. You may be right. 
I do not know. You are evidently under the impression that in the 
negotiations in Mexico our delegation somehow sacrificed some car- 
riers for the others. I would like to clear you up on that if T may. 


ESTABLISHED ROUTES PREVIOUS TO 1946 


Senator Errenper. I wish you would. In doing that Mr. Ryan, 
let me point out this to you. What I would like to find out is this: 
From what points in the United States did you have established routes 
in 1946 between Pan American and American to Mexico? 

Mr. Ryan. Before the Latin American decision, or after? 
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Senator E.tenper. Before and during and what others were estab- 
ished after the 1946 decision from any point in the United States 
0 Mexico. 

Mr. Ryan. Pan American, as I said before, Senator, had a route 
from Brownsville to Mexico City which it had for years. American 
\irlines had a route from Fort Worth-Dallas through Monterrey to 
Mexico City and from El] Paso. 

Senator ExLtenper. When did Pan American get the one for 
Houston ¢ 

Mr. Ryan. In the Latin-American decision. 

Senator E.LenperR. When was it implemented / 

Mr. Ryan. It has not been implemented, has it ? 

Senator Exuenper. Of course it has. Certainly it has. That is 
ust the point. 

Mr. Ryan. I misunderstood your question. ' 

Senator E.ienper. That is just the pomt. What happened was 
that many of the routes that were established under the 1946 decision 
for Pan American and American were granted after the 1946 decision 
and since it was your object to make this a one-package deal, I am 
just wondering how it was that those two concerns were able to get 
their routes implemented minus a one-package deal. That is what I 
vould like you to tell me. 

Mr. Ryan. Senator, I cannot answer that question because my re- 
sponsibility did not extend to the implementation of the bilateral 
ireement, that is, did not extend to the implementation of the routes 
that might be granted by the bilateral which we asked for; I mean the 
routes which had been authorized to all these carriers. 

Senator ELLenper. Why were you sent to Mexico then? 

Mr. Ryan. To get a bilateral agreement which would achieve land- 
ing rights for all of them in Mexico. 

Senator E_tenper. Exactly. Since Pan American did not have any 
inding rights from Houston who got them for them? Were you not 
iuthorized to do that 4 

Mr. Ryan. Senator, I did not get any rights for Pan American in 
Mexico ¢ ‘ity. 

Senator Eiuenper. I know you did not, but they 
vould like to know how. 


ot rights and I 


or 


EXTENT OF RESPONSIBILITY 


Mr. Ryan. I do not know, because our responsibility was not to go 
to Mexico and try to get for Pan American landing rights outside of 
he bilateral agreement we sought from the Mexican Government. 
Our responsibility did not extend to that. 

Senator ELLenper. Do you know how Pan American implemented 
ts permit or certificate from Houston to Mexico City? If you do not 
now, does anybody here present from the State Department or CAB 
cnow / 

Mr. Gurney. Mr. Chairman, I believe that the fact is that Pan 
\merican previously had a route from Brownsville to Mexico City. 
In Latin American decision it was extended, that is, Pan American’s 

route, up to Houston and Brownsville. It is my understanding that 

presently has to stop at Brownsville going from Houston to Mexico 
City. Ihave to correct myself. I was not acquainted with it but they 
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tell me that they do go nonstop from Houston to Mexico City. ‘There 
apparently does not seem to be anyone here acquainted with that 
happenstance back in 1946. 

Senator Exienper. I thought Mr. Ryan knew all about it. That is 
why I asked him to come here today. ‘This certificate for a route from 
Houston to Mexico C ity granted to Pan American was granted at the 
same time as all the other routes were granted and why is it that Pan 
(American was able to slip under and not be included in this one- 
package agreement? ‘That is what I would like to find out. 

Mr. Gurney. I was assuming right along it was an extension of 
their old route, but now I am told they are operating from Houston 
to Mexico City direct. For my own good, I am going to look it up and 
we will furnish for the record when and how the ‘vy got that permission 
from Mexico. 

(The information referred to follows:) 

At the time the Civil Aeronautics Act became effective August 22, 1938, Pan 
American Airways was operating a route from Brownsville, Tex., to Mexico 
City and beyond Pan American was operating the route under a letter of 
authorization obtained by it from the government of Mexico in 1935 which 
authorized operations between Brownsville, Mexico, and Guatemala. This letter 
contained no termination date or other provisions relating to its duration. In 
accordance with the provisions of the act, the Board on July 22, 1940, granted 
Pan American a grandfather certificate for this route (2 CAB 114). Subse 
quently, on December 24, 1945, a letter was issued by Mexico which fixed a 
period of 10 years from that date as the life of the letter permit. 

So far as the Board is informed, there has been no further letter or other 
document issued by the Mexican Government authorizing the service conducted by 
Pan American over this route, as amended in the Additional Service to Latin 
America decision of May 22, 1946, to include service to Houston, Tex. Since this 
decision, the Mexican Government apparently has permitted Pan American to 
conduct operations nonstop from Houston to Mexico City, as well as local serv- 
ices via Brownsville and Tampico, without issuing any additional written au 
thorization. The Board’s records contain no indication that it in any way 
participated in obtaining the permission of the Mexican Government under which 
Pan American is operating this route. They likewise contain no information 
regarding any action by the State Department in this respect. 


CERTIFICATION OF OTHER ROUTES 


Senator E.renper. You do remember, though, that it was in the 
1946 decision that Pan American was given this right ? 

Mr. Gurney. It was in the 1946 decision, I believe, that Pan Amer- 
ican obtained from the United States the extension of its route from 
Brownsville up to Houston. 

Senator Exrenper. Do you know of any other routes, Mr. Ryan, 
that were certificated in 1946 that were implemented in behalf of 
either Pan American or the American Airlines other than the one 
we are talking about now, that is, the one from Houston to Mexico 
City ? 

Mr. Ryan. No; I do not think of any, Senator. 

Senator Exuenper. I wonder if you would be good enough to check 
the record and find out for us. Mr. Nunneley, you may be able to 
help us. 

Mr. Nunnery. They have two other routes, but I do not know at 
this moment how they got them. 

Senator E.renper. They have 2 other routes and, as I understand, 
these 2 other routes are from Texas. 
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Mr. Nunnextey. No, not from Texas. Pan American has a route 
from Miami to Merida south, and I believe they also have one to New 
Orleans-Merida south. I do not recall when the New Orleans-Merida 
south route was granted. 

Senator E.tenper. What I am particularly anxious to find out is 
how the Pan American route from Houston directed to Mexico City 
was implemented and who negotiated that and how it was done. 

Mr. Ryan. I can tell you that the Civil Aeronautics Board does 
not negotiate the implementation of these routes. If there is no bi- 
lateral agreement between the countries, I think that you will find gen- 
erally the carriers go down themselves and undertake to get 
concessions. 

Senator ELLenper. They must get authority from somebody to do 
that. 

Mr. Ryan. If it is a unilateral affair, Senator, the only authority 
they would have had to get would have been the clearance from the 
State Department and the Board, after 1943, I think, to go down there 
and get their local authority from Mexico. 

However, I think the State Department assumes that responsibil- 
ity, but I do not know. 

Senator E.tenper. In addition to the requests I have just made, I 
would like to know who it was that Pan American got its Houston 
permit from and under what circumstances. I would also like you 
to find out this for the record: When did American get a permit from 
Mexico to operate from 3 or 4 Texas cities? 

Mr. Ryan. The details on that would be a matter of record, I pre- 


sume. We may have that in our files or it may be in some petitions 
to the Board or in some recitals of some cases American has had, and 
we ought to be able to get that for you either from the State Depart- 
ment or from our own files. 

(The information referred to follows :) 


American Airlines first obtained a permit from the Mexican Government to 
conduct operations from points in Texas to Mexico City on October 25, 1940. 
This permit was amended November 15, 1940, and as amended granted permission 
to conduct operations between Mexico City and points in Texas, including San 
Antonio, Fort Worth, Dallas, and El Paso. At the time this permission was 
obtained by American, it had no certificate from the United States Government 
authorizing any such operations, although it had filed an application therefor on 
November 11, 1940. 

After notice and hearing upon such application, in a proceeding in which Pan 
American and Eastern were intervenors, the Board granted American a tempo- 
rary certificate effective April 16, 1942, authorizing operations by it from El 
Paso to Mexico City via Monterrey, and from Fort Worth-Dallas to Mexico City 
via Monterrey (8 CAB 415). At the time this proceeding was heard and decided, 
neither Pan American nor Eastern had on file any applications for like authority. 
In this proceeding, the Board (one member dissenting) recommended to the 
President denial of American’s application. The President, however, advised the 
Board that in the interest of urgent war needs favorable consideration should 
be given to the application. Aecordingly, the Board issued a temporary certifi- 
cate to continue in effect until it was found that the need, in the interest of 
national defense, for the service had terminated. 

Subsequently, again after notice and hearing, the route of American was 
amended effective April 22, 1944 (4 CAB 647), to include San Antonio, Tex., as 
an intermediate point between Fort Worth-Dallas and Mexico City. Effective 
May 22, 1946, in the additional service to Latin America proceeding (6 CAB 
857), a permanent certificate was granted American for the routes from Fort 
Worth-Dallas via San Antonio and Monterrey to Mexico City and Bl Paso via 
Monterrey to Mexico City. In the same decision Eastern, Braniff, and Western 
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were likewise granted permanent certificates for various routes to Mexico City 
By letter dated August 2, 1946, to the Mexican Government, American requested 
that its 1940 permit be extended for an additional period of 30 years. On Septem 


> 


ber 3, 1946, the Mexican Government amended American Airlines’ 1940 permit to 
provide that it would run for 30 years from the date of original issuance thereof 
The Board's records indicate that the Board in no way participated in obtaining 
this amendment of American’s permit, and likewise contain no information that 
the State Department participated therein in any way. 


CONFERENCE WITH MEXICO 


Senator Extenper. When you conferred as Chairman of this Com 
mission that was sent to Mexico City in order to implement the 1946 
decision, do you recall whether or not there was included in your 
authority the certificates to Pan American and American as to 
Houston and any other points in the United States to Mexico? 

Mr. Ryan. The only authority | had, Senator, was the authority 
of the instructions given me to try to get landing rights for all of 
these routes that had been certificated in the Latin American case. 

Senator Evutenper. That included ¢ 

Mr. Ryan. Eastern, Western, Braniff, Pan American, and Amer 
wan. 

Senator Ertenper. Why did this conference fail? 

Mr. Ryan. Senator, this conference is, I think, distinguished 
from the other conferences we have had with Mexico beginning in 
1945 with which you are probably familiar, and including those up 
to the present time, in one respect, namely, that the 1946 conference 
broke up over a controversy not having anything to do with routes. 
We reached substantial agreement on routes, Senator. There were 
some final adjustments to be made before the routes document was 
signed, but we had reached substantial agreement with the Mexican 
delegation upon the subject of routes. When we went into the con 
ference at the start I put on the tables the routes which the United 
States was requesting and for which we wanted authority from 
Mexico in a bilateral agreement. They immediately attacked the 
United States position on the ground that we had made a decision 
and had issued certificates without first consulting Mexico. 

It was a rather unique objection which we had not previously heard 
in any one of our international conferences, but as they repeated] 
reasserted it periodically during the first half of the conference, and 
I think at different times after that, they always referred with resent- 
ment to the fact that the Civil Aeronautics Board had made a decision 
in the Latin American ease affecting Mexico without first consulting 
Mexico. 

Senator Ettenper. That was not unusual, was it? 

Mr. Ryan. It was not unusual at all, as I tried to explain to them. 
Sometimes we would seek a bilateral after the authorization and some- 
times before. They repeated that objection so much, Senator, that 
I believe it contributed great difficulties for us in our efforts to get 
together on routes. 

They started out by insisting upon exclusivity. They wanted a 
route from Mexico City to New Orleans exclusive. That was one of 
the two major factors which had broken up the conference of 1945 in 
Washington, I understand, so that I was forewarned by that con- 
ference when I went down in 1946 that I would probably have a lot of 
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trouble with the New Orleans and the Los Angeles-Mexico City 
route. 

| opposed exclusivity on the New Orleans route, msisting that the 
United States should have the right to have a rec iproe al oper ation 
from New Orleans to Mexico City. We would argue that, and then 
we would lay it aside, and then go on to other elements of the route 
program, but the Mexicans always came back to it. But finally, after 

the conference had progressed a few weeks, the Mexicans expressed 
their agreement. They said, “All right, we will let you operate, as 
ell as ourselves, between New Orleans and Mexico City. 

“We then went to the Los Angeles-Mexico City request, where they 
ilso wanted exclusivity and which they already had in the absence of a 

lateral. In fact, that was one of the reasons for the bilateral. We 
lid not like the idea of CMA having a monopoly on that route and the 
United States carrier having no direct service between the second most 
mportant traffic generating center in relation to the Mexican traffic. 

Senator Evtenper. At that point, Mr. Ryan, do you not agree that 
t would have been eminently fair to all parties concerned not to have 
recognized any of these routes that were now being used by CMA and 

thers and let everybody be placed on a par? 

Mr. Ryan. The Mexican route, Senator, was being operated by a 
Mexican national airline. 

Senator E.tenper. They had to get permission from somebody to 

ind at Los Angeles. They could not do it of their volition. They had 
to get permission from our Government. 

Mr. Ryan. That is right, but that authority had been in existence, 
I think, prior to the enactment of the Civil Aeronautics Act. 

Mr. Nunnery. Yes; that was a grandfather condition. 

Mr. Ryan. I am telling you about what hs appened, Senator, in 

Mexico City, and the reason given on the record for the breakup of 
the conference. We opposed exclusivity for the Mexican carrier on 
the Los Angeles route. We wanted to get into the bilateral a route 
vhich would enable our certificated carrier, Western Airlines, to oper- 
te between Los Angeles and Mexico City. We had considerable diffi- 
ulty. However, finally, Senator, we reached agreement, even upon 
that. There was some question as to whether we ought to have a 
ondition in there that the United States will be h: andicap ond. but I 
said the grant must be upon a reciprocal basis so that our carriers 
would be in exactly the same situation as theirs and there would be 
the opportunity for equality of competition. They finally agreed 
ipon that one, and so we laid that route aside as tentatively agreed to 
n the bilateral agreement. 

We went on from there, and there were offers and counteroffers on 
other routes, and it took up a lot of time. We were there a month. 
However, always in everyone of these decisions of the United States 
us to what it would urge at any particular stage of the conference, I 
always took a position geared to the certificated operations that had 
been authorized in the Latin American case. 

I went down there for the purpose of getting that route from New 
Orleans to Mexico City and the others routes certificated in the Latin 
\merican case and, we never abandoned any one of them. 
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OPPOSITION BY MEXICO TO BRANIFF 


They opened up their greatest opposition, if I may continue, on 
the Braniff route. They said the y would not consider Braniff Airlines 
because if the Braniff Airways, routes were to be written into this 
bilateral, then Aerovias Braniff, a Mexican national airline, although 
owned by Mr. Tom Braniff, would be wiped out because it would be 
traveling over the same route which Braniff Airways had been serv- 
ing, namely, the Laredo route. They considered that an imposition. 
At a later date, they introduced other arguments. Braniff airlines 
had become very unpopular, they said, in Mexico and they would not 
consider putting in Braniff under any circumstances. I felt that that 
was infringing upon sovereign rights of our own country, and T put 
the question and asked that it be answered on the record: whether or 
not Mexico was going to take the position that Mexico had the right 
to say who operated our routes into Mexico, what United States car- 
rier, or whether the United States Government was to have that right. 

Two new members had come on the Mexican delegation, I think. 
from Foreign Office, and they said that that would be answered the 
next day and the next day it was answered. They said: “We will with- 
draw anything we have said as to the right of Mexico to say that a 
particular United States carrier could not be admitted to Mexico.” 
but they still insisted upon holding out against Braniff on the ground 
that there was not enough traffic on the route and that Braniff Air 
ways would destroy Aerovias Braniff if Braniff Airways were to 
operate that route. 

This went on until almost the end of the conference. We had 
reached a substantial agreement upon everything except the Braniif 
route when I called Washington and found that both the Board and 
the State Department were of the opinion that if we just could not 
get Braniff now, we would have to forego this route and put it off to 
a later date. The Mexicans agreed that in 10 or 12 months they would 
give consideration to the question of granting the Braniff route but 
the door was closed for the time being against the Braniff route. 


DIVISION OF CAPACTTY AND ROUTES 


The point T am making, Senator, and I think it is important to the 
matter in whic h you are interested and in clearing your mind of an 
misinformation or misunderstanding that you may have on this > 
ject, is that the conference in Mexico did not break up over the denial 
of a New Orleans route or a route from Los Angeles to Mexico City 
or any other route in the Latin American case. We had reached sub 
stantial agreement on routes. 

There was 2 reason for the breakup of the conference. About 2 
weeks before it was closed, just. as we were ready to tie the routes up 
with the Mexican delegation came in with the startling suggestion 
and insistence that now all of these routes which would be operated 
by our carriers would have to be operated on the principle of the pre 
determination of the traffic and there must be a 50-50 division of traf- 
fic and frequencies on the agreed routes between the United States 
and Mexico. 

That was really a shock because I thought we were just ready to 
close successfully the Conference. I took the position that in 18 in- 
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ternational negotiations with other governments we had vigorously 
pposed any such restrictionism and ‘that, of course, we simply could 
ue, ot depart from our national policy. 
Lirlir Senator Ex.Lenper. Were you ever able to detect who was respon- 
ito tl sible for these additional conditions that were imposed ¢ 
though Mr. Ryan. I never could, Senator. 
ould by Senator ELLENpER. You do not think CMA had anything to do with 
NM sel t or their officials ? 
Os1t10 Mr. Ryan. I do not know. I do not know whether the President 
urlines of the Republic or CMA, or something else in Mexico or someone in 
uld not the United States had anything to do with it. I simply do not know. 
at that Senator EuteNnper. A moment ago, Mr. Ryan, you stated that there 
IT put was an order issued preventing any American airlines from trying 
ther o1 o get an agreement with Mexico, and in fact, any government, unless 
e right t got special permission. 
eS Cal Mr. Ryan. In 1943, Senator, it was an understanding with the 
t rig! State Department that no citizen of the United States should 
thin! contact—— 
red the Senator ELLENpER. Do you know whether Pan American or Ameri- 
I with can, while you were negotiating in 1946, were negotiating themselves 
that a with the Mexican Government to obtain the very routes that they 
€xXIco, finally obtained as a result of certification in the 1946 decision ? 
RPO! Mr. Ryan. No; I do not, Senator. 
ff Ai Senator ELLenper. You do not know that? 
ere tt Mr. Ryan. No, sir. 
Senator Extenper. You would not be able to say? 

© had Mr. Ryan. No: I would not know a thing about that. They may 
3rat have been, but, remember, we had as our advisers, Senators, all these 
rd at airlines that had been certificated in the Latin American case and 
Id I when we went to Mexico we went in a situation that confronts us fre- 
, off to quently in our work, a situation in which the Board and the airlines 
would are on the same side. The battle for routes had taken place in the 
ite but United States in the Latin American case and each airline had got a 

certificate and they were all down there as our advisers to assist us in 

getting rights for those routes from Mexico. 


hue, 


COOPERATION OF AIRLINES 


I must say that I found no evidence of lack of cooperation from 
the different airlines that were involved. I was right in the midst 
of it and 1 think I would have known about it. I am talking about 
cooperation with us, the United States delegation. Whether Eastern 
Airlines, or Pan American, or CMA, or American, or anybody else 
were operating behind the scenes I just could not know about that. 
All I could say is that it certainly did not show up. It certainly was 
not revealed in the meetings we had with our advisers because I 
thought they were very cooperative. They apparently wanted an 
agreement and certainly I wanted an agreement because I had been 
very much interested and you will be interested to know that I had 
been very much interested, in the implementation of the New Orleans- 
Mexico City route. 

On my way to Mexico, Senator, I was invited by the Council of the 
Association of Commerce of New Orleans to make a speech to that 
organization. About 3 or 4 days it was before the Mexican conference. 
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I accepted that invitation, because I wanted the opportunity to talk 
with individual business leaders there about the general situation at 
New Orleans, and I did. When I got to Mexico, I made every effort 
to get written into this bilateral the New Orleans-Mexico City route, 
and, as I said before, the Mexicans agreed before we finished. We 
were in substantial agreement in the entire route plan. The confer 
ence broke up, Senator, because we could not accept the proposition 
with regard to restriction of capacity and frequency. 

Senator Evienper. It broke up because of the insistence on some 
one’s part that this whole matter be treated in a one-package contract, 
a bilateral contract. That is why it broke up: is that not true? Is it 
not true that in 1952 the Mexican Government did grant a permit to 
Eastern Airlines for a route between New Orleans and Mexico City ? 

Mr. Ryan. 1951¢ That was long after the conference. 

Senator Evtenper. Yes. 


RESTRICTIONS PLACED ON AMERICAN CARRIERS 


Mr. Ryan. I understand that Eastern went down there on a uni 
lateral mission and obtained an agreement or a concession from the 
Government of Mexico which would permit them to operate to New 
Orleans, but it was, as I recall it, Senator, burdened with such restrie- 
tions as would make the agreement unacceptable to our Government. 

Senator ELLENpeR. You mean to the Board ? 

Mr. Ryan. To the Board and to the State Department. 

Senator ELLenper. Were those restrictions to which you refer any 
different from the ones imposed on American and Pan American ? 

Mr. Ryan. I do not know what restrictions were imposed on Ameri- 
can and Pan American. 

Senator Evtenper. I have here this memorandum indicative of some 
of the restrictions that were placed on American when it got its per- 
mission; American was to build and did build an airway. Suppose 
our companies had to do that in all countries; do you think it would me 
conducive to good relationships, or that they could maintain traffic a 
a profit ? 

Mr. Ryan. There may have been in the earlier days a lot of unilat- 
eral restrictions. There were restrictions on the Mexican carriers. 
However, we were trying to bring order or bring some semblance of 
order into our national policy so that the carriers would not be goin 
to foreign governments on their own and because there would be veal 
a variation between the individual rights of the United States carriers 
that it just could not be consonent with sound development. 

Senator Extenper. Another restriction was that American had to 
carry Mexican mail free. Think of that. Did you object to that? 

Mr. Ryan. I did not know about that. You are talking about indi- 
vidual agreements now. : 

Senator ELitenper. Between the two exactly. In other words, you 
are now most anxious to have all of this done in one package and yet 
American and Pan American were permitted to go on and make these 
separate agreements and today I would say—I cannot prove it—from 
all indications they are the ones that are objecting, and strenuously 
objecting, to a bilateral agreement between our country and Mexico. 
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Mr. Ryan. They may be and it would not be surprising because we 
have this phenomenon, as I said, in the beginning, all the time in our 
domestic system. 

Senator E.tenper. Can you tell us what were those restrictions, 
severe restrictions, placed on Eastern that you folks objected to? 

Mr. Ryan. The only responsibility, Senator, that I had was in 
1946 and I am not so well acquainted or so familiar with the details 
of subsequent negotiations. 

Senator ELnenper. This was in 1952. You were on the Board. 

Mr. Ryan. Yes. I say I am not as familiar with the details as to 
what went on down there or who went down as the head of the nego- 
tiations for the United States. I do not think I made myself clear. 
The point I am making is that the policy of the United States has 
been to lift this whole relationship from a unilateral type of relation- 
ship in which carriers scramble to the governments of the foreign 
countries to get a variety of rights to operate there and to lift such 
negotiations to the governmental level so that all of them will be on 
a common, equitable ground. 


POSSIBLE CANCELLATION OF AGREEMENTS 


Senator ELLENpER. Why would it not be in order then to cancel all 
of this that has taken place in the past, to make this unilateral agree 
ment, not permit CMA to have this monopoly that you say is not 
tasteful because of Mexico City-Los Angeles, and then to give this 
exclusive right to American ¢ 

Mr. Ryan. Senator, you are asking a question that the State Depart- 
ment could give a more direct answer to. I would say that that prob- 
lem would be all tangled up with foreign relations and security and I 
just would not be able to answer that question. 

Senator Exitenper. One of the cnailena that was imposed by the 
Mexican Government on Eastern in 1952, among other things, was that 
the equipment had to be Constellations. You did not find anything 
wrong with that? 

Mr. Ryan. I do not recall the Board ever passing upon those matters 
at all. 

Senator ELtenper. You said awhile ago that the reason why the 
agreement was not entered into between Eastern and Mexico was be- 
cause of the restrictions. I am trying to find out, if you know, what 
the restrictions were and why they were objected to. 

Mr. Ryan. Senator, I am relying upon my recollection about the 
unilateral agreement which Mr. Gambrell or somebody for Eastern 
went down and got, if that is the one we are talking about. What is 
vour trouble? I think what you are troubled about is: Why do we 
think about a package, which means a bilateral agreement? Why do 
we not rely upon the piecemeal approach and let individual carriers 
go down there and get what they can for the United States? 

Senator E:tenper. No; but do not let some go and keep others away. 

Mr. Rran. That is right. You are completely right about that 
and the Government’s way of answering that question was to try to get 
a bilateral. 

Senator Ettenper. What I find wrong is that some of these routes 
were implemented after the 1946 decision and in spite of your bilateral] 
plan. 
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Mr. Ryan. That is right. They were not implemented under the 
bilateral at all. 


PERMISSION FOR MEXICAN ROUTE TO MIAMI 


Senator ELLenper. You even permitted some airlines to get a route 
between Mexico and Miami. Why was that done? 

Mr. Ryan. You are referring to the Mexican airline? 

Senator ELitenper. Yes. 

Mr. Ryan. That was done upon the basis, I think 

Senator Ettenper. Of trying to sweeten up the Mexican officials? 

Mr. Ryan. Of trying to get a bilateral. My memory of that is that 
the State Department and the Board thought that if we allowed the 
Mexican airline to operate the Mexico City to Miami route it would 
put the Mexicans in a frame of mind where we could get. a bilateral. 
We followed up with another effort for a bilateral and it did not work. 

Senator ELtenper. However, you failed anyhow. Even after you 
tried to appease them a little bit they were still adamant in their for- 
mer position. 

Mr. Ryan. That is right; they were 

Senator ELtenper. Going back to the conditions imposed by Mexico 
on Eastern, would you say that a bond of $2,900 was too high? 

Mr. Ryan. A bond? 

Senator ELLtenver. Yes; that was one of the conditions. 

Mr. Ryan. I am not at all familiar with the conditions. 

Senator Evienper. I am trying to let you know what thesé ¢endi- 
tions were. You said they were too str ingent. 

Mr. Ryan. No; I said it is my information that they were said to 
be unacceptable to our Government. I do not know enough about 
the particul: ir provisions because it never came before the Board 
and, Senator, this will interest you. I think it did not come before the 
Board because the Board never had an opportunity to pass upon it 
because, as I recall it, the United States carrier was not permitted to 
begin operations until the Mexican carrier got going and the Mexican 
carrier never made the application. 

Senator ExL,enper. The reason why was that former President 
Truman, as I remember, canceled out the permission and that is what 
really brought the whole thing to an end; is it not? 

Mr. Ryan. I do not know that that had any relationship to the 
failure of the Mexican carrier to apply. I do not know what its 
relationship in time is. The point I make is that I know that the 
Board never had before it these details which you talk about. 

Mr. Nunneley says I am right about that and that we never passed 
upon the permit restrictions because the Mexicans failed to file their 
application. 

PREFERENTIAL TREATMENT 


Senator Extenper. Have you any doubt in your mind that Pan 
American and American got preferential treatment in their relation- 
ships between our country : and Mexico? 

Mr. Ryan. That would be an expression of an opinion on which 
I would have no evidence to base it. 

Senator ELtenper. You would not? 
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Mr. Ryan. No; I have no evidence to base it upon, and it may be 
entirely true, Senator. I just do not know. 

Senator ELLENDER. So that you said awhile ago that the Eastern 
Air Lines contract permission was never presented to the Board. 

Mr. Ryan. Yes. It could only come before the Board, you see, if 
there was an application from Mexico and there never was an 
application. 

VALIDITY OF CERTIFICATES 


Senator Ex.tenper. Have you any opinion to express as to the 
validity of the certificates that were issued to the Eastern, Braniff, 
and Western airlines in 1946? 

Mr. Ryan. No. You mean in the light of the Presidential 
cancellation ¢ 

Senator ELLeNper. Yes. 

Mr. Ryan. That is a question which as a lawyer I would think would 
require considerable research and study, 

Senator E.Lenper. Did you have your lawyer make a research of 
that, Mr. Nunneley ? 

Mr. Ryan. That is right. You asked my own opinion. I am a 
lawyer and I have argued cases before the High Court and other Fed- 
eral courts involving | questions of statutory and constitutional inter- 
pretation and I would not want to express an opinion upon that ques- 
tion which involves constitutional law and statutory construction with- 
out very careful study. 

Senator ELLenper. It has been with you quite awhile. Did you not 
think it was your business to try and have it adjudicated and to try 
and find out whether or not these certificates were valid ¢ 

Mr. Ryan. Senator, I do not think the responsibility is upon the 
Civil Aeronautics Board in that respect. 

Senator ELLenper. Do you know whether or not your lawyer, Mr. 
Nunneley, gave an opinion to the Board ? 

Mr. Ryan. No; he did not give an opinion to the Board, Senator. 
He gave an opinion to the Attorney General. 

Senator ELtenper. Wait a minute. Mr. Nunneley, did you give 
an opinion to the Board? I understand there was an opinion given 
to the Board. Let us get that thing straightened out. 

Mr. Ryan. Senator, in substance it was an opinion in response to a 
request of the Attorney General and it was handed to the Board for 
transmittal and the Board transmitted the opinion to the Attorney 
General. 

Senator Extenper. Are those the facts? 

Mr. Gurney. Those are the facts, Senator Ellender. 

Senator EL.tenper. Who asked for the opinion, the Board or the 
Attorney General ? 

Mr. Gurney. The Attorney General asked the advice of our Gen- 
eral Counsel in order to assist him in preparing a report to the Presi- 
dent in answer to the President’s request. 

Senator Extitenper. Did the Board take any action at all on this 
opinion ? 

Mr. Gurney. We did not, except transmit it. 

Senator ELLenper. Was there any objection by anyone on the Board 
to taking action on it? 
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Mr. Gurney. We did not take action. There was no formal pro 
ceeding that required us to take action. There has never been a formal 
proceeding of any kind that required us to take any action up to this 
moment. 

PUBLICITY ON OPINION 


Senator Exrenper. I asked you last Friday whether or not you 
thought this opinion should be made public. 

Mr. Gurvey. That is right. 

Senator Exirenper. I was under the impression you would let us 
nave it today. What is your view now? 

Mr. Gurney. Just what I have given you. I have contacted the 
Attorney General, as you requested, and he asked that the opinion not 
ve made public. 

Senator ELttenper. The opinion not be made public? 

Mr. Gurney. That is right, stating that it was furnished for his 
assistance by our General Counsel on an opinion that the Attorney 
General was preparing for the President, and therefore it is a classified 
document. 

Senator Exitenper. I cannot insist. I guess we will have to seek 
it from the Attorney General. 

You have been with this Board, Mr. Ryan, a long time? 

Mr. Ryan. Since it was created, sir. 

Senator Eitenper. You are a good lawyer. Can you tell us how is 
it possible for a certificate issued by the Board to be canceled out 
without hearings or without Board action? 

Mr. Ryan. That is the $64 question, Senator. 

Senator res You do not want to answer? 

Mr. Ryan. I am in the position of a lawyer who is asked for an 
opinion a having had an opportunity to check it. That raises 
questions of constitutional law and statutory construction, and should 
require a very careful consideration. I assume that the Department 
of Justice will give it or has given it very careful consideration. 

Here is the situation which the Boards finds itself in, Senator. We 
issued those three certificates that are in question, Eastern, Western, 
and Braniff, and I went to Mexico and did my level best to get the 
Mexicans to agree to give them landing rights. One day out of a 
clear sky, we get word of the cancellation of the certificates by the 
President of the United States. That is the situation confronting us. 

Senator Eiienper. Mr. Ryan, since from what you say it may be 
almost impossible to get a one-package bilateral agreement with Mex- 
ico, what would be the objection to agreeing on some portions of the 
whole? 

Mr. Ryan. Senator, we are talking about New Orleans? 

Senator Exitenper. That is correct. 

Mr. Ryan. The New York-New Orleans? 


NEW ORLEANS AS TRAFFIC GENERATING CENTER 


Senator E.tenper. That is right. New Orleans is the gateway 
to South and Central America, and the great Mississippi Valley. 
Why is it that efforts will not be made by the Board, the State De- 
partment, and everybody else concerned, to establish a direct route 
from New Orleans to Mexico City. 
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Mr. Ryan. If you will let me answer that question—— 

Senator ELLenper. I wish you would. 

Mr. Ryan. First, on the question of the importance of New Orleans 
and the Mississippi Valley, I am 100 percent in agreement with you 
on that, Senator. If you will look over my record in the 16 years 
years of the Civil Aeronautics Board, you will find that I took an 
active part in, I think, all of the routes which the city of New Orleans 
vot, and years ago, when there was a question whether New Orleans 
should be made the international on certain routes or whether the 
terminal should be there, and the terminal should be inland at St. 
Louis or Chicago, or somewhere else. I battled against that sugges- 
tion, having been convinced by Governor Jones and others years ago 
that New Orleans would be a great traffic generating center. This 
prediction was based largely on surface transportation. But those 
were days of optimism, and we thought we could lift traffic from sur- 
face transportation into the air. I voted for New Orleans as the ter- 
minal in the case from Guatemala to New Orleans, and as the terminal 
in the ease of Chicago & Southern in its route through the Caribbean 
to the north coast of South Ameria. 

Also in the case of the Braniff route, though I was against there 
being a third route put into South America. That was 8 years ago. 
But when the President ordered that a route be put in South Amer- 
ica, I took an active part in the determination that New Orleans as 
well as Houston should be a terminal, and that Braniff should be the 
carrier selected. I was against the route in the beginning, because 
as I stated in my dissenting opinion at the time, this route would 
cost the Government millions of dollars and the traffic which was 
anticipated would not show up. 

The other day the Board issued an order and opinion which 
acknowledged the facts. The traffic failed to show up, and now we 
have a great problem in that airline. 

[ mention this to show you that I have had no prejudic e whatsoever 
against New Orleans and its development. The fact that I have 
been honored by invitations over a period of years since the 1920's to 
speak to the leading business groups of New Orleans would be some 
‘ndication that they also have had a similar feeling. 

Senator Ex.senper. Mr. Ryan, I cannot quite understand. My 
good friend from South Dakota thinks we ought to have it and every 
member of the Board thinks we ought to have it, but nothing is done 
about it. 

Mr. Ryan. I think Eastern Air Lines would be my witness that in 
the 1946 negotiations, I did everything possible, everything that I 
could legitimately do to get that route from New Orleans to Mexico 
City into a bilateral agreement. So I hope I have cleared up one thing, 
that is, that I have had no prejudice against New Orleans. For I 
do not. 

Senator ELttenper. Mr. Ryan, it strikes me this way, with all due 
respect to you and my good friend Chan Gurney: if you continue 
efforts to get this in a one-package agreement, I don’t think you 
would get anywhere. It strikes me that if you insist on a one-package 
agreement, then it would be in order to start from scratch, and take 
into consideration all existing lines instead of the whole matter 
through, because as long as some of the officials in Mexico have this 
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monopoly between Mexico and Los Angeles, and it is a money 
making thing, I do not think you will ever get very far in establishing 
any new routes between any point in this country and Mexico. Do 
vou not agree with that to some extent? Do you think I am right? 
Mr. Ryan. You mean unless we go to the piecemeal approach ? 


POSSIBLE NEW APPROACH TO PROBLEM 


Senator Extenper. I say unless you start from scratch where you 
have those people established there who seem to be in the Government 
in some way. 

Mr. Ryan. Senator, I do not know. The General Counsel would 
have to answer that. Maybe he has given some study to it. But I do 
not know how you could get the carriers out who are operating now. 
I do not know what the position of the State Department would be 
or its impact on our relations with Mexico. I just do not know. 

I would like to answer your comment on the package deal, because 
you apparently believe that we may have been arbitrary in insisting 
that routes be obtained by a bilateral agreement, rather than by a 
unilateral piecemeal approach. Here is the reason for the Govern 
ments position ; 

We face a hard reality that I do not think anybody who knows 
the background of this situation with Mexico would question for the 
moment. 

Mexico wants to get to New Orleans and New York. They did 
then. 

Senator ExLenper. They want to get there now. I am just won 
dering who is stopping it. Why are they so reluctant in doing it? 

Mr. Ryan. That is right. So you agree with me that Mexico 
wants the route from New Orleans to New York. Had we proceeded 
on a piecemeal plan and urged that Eastern Air Lines be permitted 
the unilateral »pproach, and had we approved and encouraged that 
approach, Me~'co might-be in New Orleans and New York. Then 
what would heppen to the other part of the United States? In pos- 
session of New Orleans and New York, the Mexicans would have 
everything they want, then, Senator. They would have a monopoly 
of the Los Angeles-Mexico City route. They would be in Miami and 
in New Orleans-New York, and they would sit back satisfied, and 
we would never get what the national public interest greatly calls for, 
namely, a route between Los Angeles and Mexico. That is the reason. 

Senator ELtenper. Would you see an objec tion in trying to estab 
lish a route between New Orleans and Mexico. forgetting New York? 

Mr. Ryan. Senator, when these airlines are talking about New 
Orleans-Mexico City route, if they have a route to New York, as 
en does, you must consider that they are talking about New 
York-New Orleans- Mexico C ity. 


POSSIBLE NEW ORLEANS TO MEXICO ROUTE 


Senator Extenver. But I say, if it were possible to get the Mexican 
Government to agree to a route between Mexico City and New Orleans, 
would vou see any objection to that? 

Mr. Ryan. The objection which I have just given, and that is that 
the Mexicans would then have what they want, and we never would 
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get the national public interest implemented by a direct route from 
the west coast to Mexico City. 

Senator ExLenver. The Mexicans would not be getting what they 
want, because you say they want to go to New York. What I am 
talking about now is the route between New Orleans and Mexico. 

Mr. Ryan. I was referring to the Mexican carrier. They want to 
ly New Orleans to New York. It is the Mexican carrier I am talking 
bout. 

Senator Extenver. I thought I made myself clear. You brought in 
New York. I am talking about strictly between New Orleans and 
Old Mexico. Forget New York. 

Mr. Ryan. You would have a Mexican carrier. 

Senator ELLENDER. Suppose you could get it. Would there be any 
objection to that ¢ 

Mr. Ryan. The only objection would be, Senator, that it would be 
the unilateral approach, and it would sacrifice the interest of the State 
of California, and the whole Pacific coast. We took the position 
that our obligation was to implement the national public interest, and 
not the public interest of a particular section of the Nation. We want 
the people of New Orleans to have their service to Mexico, Senator, 
but we do not want to do it in a fashion which will exclude the people 
of California, from the benefits of a direct United States service to 
Mexico. This unilateral course would preclude the breaking of the 
monopoly which Mexico now has on this western route. I put it up 
to you; is this an unfair approach ? 

Senator Ettenper. I do not know how you can do it, except to start 
from scratch, because that is the only way you will get them to act. 
If you permit them to maintain their monopoly, of course they are 
going to keep it as itis. That is why I am stating to you that in order 
to clear up the whole matter, it strikes me that we ought to get a confer- 
ence on a high level and just start from scratch and forget the past, 
and implement the certificates that were issued in 1946. I believe that 
is the only way you are going to get somewhere. 


CONFERENCE BETWEEN GOVERNMENTS SUGGESTED 


Mr. Ryan. I am for a conference on the high level, and that means 
a conference between the two governments. 

Senator Extenper. Mr. Ryan, in regard to this opinion, and I want 
to address the same question to my good friend, former Senator 
Gurney, the opinion of your attorney was made at the request of the 
Justice Department ! 

Mr. Gurney. That is right. 

Senator Extenper. What objection would there be to making that 
opinion available to the committee? 

Mr. Gurney. None as far as we are concerned. Iam only following 
the advice given me by the Attorney General this morning. 

Senator Evxenver. And this opinion was not passed upon by the 
Board, that is, it was not considered by the Board ? 

Mr. Gurney. The Board did know what it contained. It only sent a 
transmittal letter to the Attorney General saying that we are trans- 
mitting herewith the opinion of our General Counsel as requested by 
you. 
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Senator Ex.:enprr. In other words, it was made for the benetit of 
the Attorney General and not for the Board ? 

Mr. Gurney. That is right. I am quite sure that the Board has not 
had any formal proceding before it as yet that required the opinion 


METHOD OF ROUTE IMPLEMENTATION 


Senator ELLenperR. Senator, I asked Mr. Ryan previously to try and 
furnish for the record the manner and method, if he can, in which 
the routes of the American and Pan American lines were implemented. 

Mr. Gurney. We will be glad to do that and enlarge on our answers 

uesday. 

Senator Exnenper. That is after 1946. 

Mr. Gurney. After 1946. 

Senator Exienper. In other words, what routes were enlarged afte: 
1946 in contrast to what they had prior to 1946. 

Mr. Gurney. If we can cover the whole period, Senator, and bring 
it right up to date, it will give you the history on any enlargements for 
any lines of ours that presently go to Mexico. I believe that is what 
you want, is it not? 

Senator Evtenper. Yes. Mr. Ryan volunteered a while ago that on 
his way to Mexico he stopped at New Orleans and was entertained 
there by the people, I think, and got the key to the city. Was that the 
time or was it before? 

Mr. Ryan. No, Senator, you confused that with a more recent oc 
currence. What I said was that in 1946 on my way to Mexico I stopped 
at New Orleans and accepted the invitation of the Association of 
Commerce to make a speech, and while I was there, that I took the 


opportunity to discuss with some of the leaders—not in the speech— 
the general New Orleans situation. This was the council of the 
Association of Commerce, I think. 


INVOLVEMENT OF AIRLINES IN PROCEEDINGS 


Senator Extenper. What part did any of the officials of Pan 
American or the American Airlines play in the proceedings that took 
place in Mexico / 

Mr. Ryan. Mexico City? 

Senator ELLENDER. Yes. 

Mr. Ryan. Yes, the airlines that were involved in the affair were 
each an adviser to the United States delegation. We frequently in 
sending a delegation to another country designate advisers to those 
who have an interest because we want to get the best judgment as to 
the problems that confront us. 

Senator ELtenper. Were representatives of Pan American as well 

s American Airlines there? 

Mr. Ryan. Yes, all were there. 

Senator ELtenper. You knew Mr. Morrison very well? 

Mr. Ryan. No, I did not know him very well at all. I think he was 
at this luncheon, Senator—I am not certain about that—he was going 
to Mexico City on the same conference and he invited Mr. James 
Riley, who represents one of Pan American’s competitors, and me, to 
fly right straight down over this route involved with him. I think it 
was just an executive plane. I do not think it was his plane. It was 
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in old plane. I thought that since we were not going down on a 
quasi-judicial mission, but going down on a case in which the Govern- 
ment and the airlines were on the same side, and the same team and 
were our advisers, that it was not an impropriety to fly down with Mr. 
Morrison. Mr. Riley thought the same way. So Mr. Riley and I sat 
in the cabin and Wilbur Morrison, whom I didn’t know very well was 
the pilot and flew the plane. 

Senator Ex,enpver. To your knowledge, none of these officials of 
American and Pan American tried to get any agreements witli the 
Mexican officials on a separate basis? 

Mr. Ryan. Not to my knowledge, Senator. That would have re- 
sulted in the breakup of the agreement, and I was going down there not 
with the idea meeting a defeat, but with the hope of getting a victory. 
[ did not want anybody interfering with that victory. 

Senator ELtenper. As | underst: ind it, it is the position of the Board 
that a new conference is going to be soon called ¢ 

Mr. Gurney. As I stated last Thursday before the committee here, 
we are using our best efforts to get Mexico to agree to a new conference. 

Senator Etnenper. Senator, if that be true, if you are going to call 
what we may term a de novo conference, would it not be apropos, and 
does it not seem to be more in the light of fair play, to demand that 
all of the 1946 certificates be considered on an equal basis ¢ 

Mr. Gurney. We have 2 operating comp: nies and 3 certificates that 
are presently in a status of their own. The Board contains five men, 
and they will vote and give to the State Department the Board’s final 
decision on what the United States should ask for and should be ready 
to give approval to for Mexico of such routes as they may want into 
the United States. 

Senator Exienver. If you do that, do you not think you ought to 
consider—particularly if you proceed on a one-package agreement— 
a start from scratch? In other words, if you find from the investiga 
tion you are going to make that some of these routes were entered into 
after 1946, why should not those be canceled out and put them all on 
the same basis? In other words, treat all airlines who are given certifi- 
cates at the same time on an equal basis. 

Mr. Gurney. We will have to come to an agreement on that with 
Mexico, because Mexico, too, has some lines that started operating 
before ae and have added to those lines some others such as Aerovias 
Guest, A., to Miami since that time. When you say start from 
scrate ht that means start from scratch on both sides of the border. It 
will be a real conference, de novo as you call it, in an effort to get a 
meeting of minds between the two countries. We could hardly stop all 
air commerce between the two countries back and forth. Of course, 
in getting a bilateral agreement, all companies on both sides of the 
border will have to finally come under a new bilateral treaty. That 
would mean that the old carriers would come under it as well as those 
which have not yet started to operate. 


CONDITIONS IMPOSED ON LINES 


Senator Kitgore. May I ask a question at that point? Do you not 
think in view of this information with reference to, shall we say, the 
private agreements of American Airlines in order to get landing 
rights, which I think is a bad abuse, it would be advisable to ascertain 
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what, if any terms or conditions were imposed upon companies land- 
ing in there? 

Senator Eiienper. It strikes me that if we are to start on a high 
level and begin these conferences anew that all routes that were 
granted in 1946 ought to be considered on their own and anything that 
took place since that time ought to also be considered. 

Mr. Gurney. I am sure it will be on both sides of the border. 

Senator Evtenper. In other words, so as not to give one a better ad- 
vantage than the other, because when the Board. granted a right to 

sraniff, Western, or Eastern Air Lines, it was all based on evidence to 
sustain the position that you finally took. 

Mr. Gurney. And the Board’s belief at that time as to the traffic 
available, and the number of lines warranted from each country to the 
other. 

Senator ELuenper. You are still pursuing that ? 

Mr. Gurney. That is right. 

Senator ELtenper. Have you any idea when we could expect any 
concrete action ? 

Mr. Gurney. The Board is immediately concerned with it and just 
as soon as we can get full Board meetings, that is one of the first sub- 
jects that comes up. 

Senator Etitenper. When will that be; do you know? 

Mr. Gurney. It would probably be tomorrow if we did not have 
this meeting here before this committee. We have a meeting with all 
the carriers tomorrow, Tuesday the 18th, but the next open meeting 
of the Board will get into that proposition. 


JURISDICTION OF BOARD 


Senator ELLenpER. Would the Board have any jurisdiction to find 
out if they can what pressure is being brought to bear by American 
carriers in preventing the ultimate consummation of this one package 
agreement It has been rumored around, and I believe justly so—and 
I think the State Department is in possession of evidence to indicate 
it—that considerable pressure is being brought to bear on some of the 
people in Mexico who are interested in this CMA route, wherein Pan 
American owns 41 percent. Iam not trying to imply anything here, 
but I hear it every now and then. I think it would be within the 
jurisdiction of the Board, or someone in the State Department to look 
into that phase of it, so that the judgment that was rendered in 1946, 
and any that you may render now, will not be interfered with by 
virtue of any influence or connections that some lines seem to have with 
the lines in Mexico, 

Mr. Gurney. Any carrier or group of carriers that would do any- 
thing like that would of course be in violation of law for there is a 
law, the Logan Act, as I understand it, that says that private citizens 
cannot negotiate with foreign countries. Eastern Air Lines did get 
permission from the State Department in 1951 or 1952. 

Senator EL.tenper. That is right. 

Mr. Gurney. They went down and endeavored to make an agree- 
ment that you know about. 

Senator Evtenper. Yes. 
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Mr. Gurney. After that fell through, the President canceled by 
Presidential order made public stating that no carrier should be 
allowed to negotiate with a foreign country on a unilateral basis. 

Senator Exrtenper. It is my understanding, Senator Gurney, since 
you brought the subject up, that if the State Department had pursued 
that as it should, I believe, this agreement could have been imple- 
mented. I asked Sam Waugh and Mr. Barringer to come here this 
morning, but I understand Mr. Barringer has left for Italy and will 
not return for 3 or 4 weeks. 

Mr. Gurney. That is right. 

Senator ELtenper. I hope to have him before the committee when 
he returns. In the meantime, Senator, | am very hopeful that you 
and your Board will diligently, as I know you will, work to the end 
that this whole matter can be straightened out. 

Mr. Gurney. Thank you. 

Chairman Brivces. We thought, after talking with Chairman Gur- 
ney, if it was agreeable to the committee, we would conclude this 
morning. We have Secretary Dulles this afternoon. We can meet 
tomorrow. 

Senator Kiréore. | could partly get through with mine this morn- 
ing. 

Chairman Bripers. Whatever you say. We want to discuss foreign 
competition further, Senator Gurney. We want to talk a little more 
about the problem which affects us up in New England. We also want 
to consider related budgetary figures. Perhaps we could take them 
up tomorrow afternoon. 

Senator Kilgore, why not start now and go as long as you can? 


SPANISH NEGOTIATIONS 


Mr. Ryan. Pardon me. I am presiding over the conference be- 
tween the United States and Spain which is asking for amendments 
to our bilateral agreement. If you want me back, if you can let me 
know in a day or two beforehand, 1 think I can make arrangements 
with the Spanish delegation to shift the meeting. 

Chairman Brivees. Do you want to question Senator Gurney or 
Mr. Ryan, Senator Kilgore / 

Senator Kricore. Most of the questions I would ask would be of 
Senator Gurney as the chairman, but there may be some to ask the 
members of the staff. 

Mr. Gurney. I hardly think there is need for Mr. Ryan to 
return Tuesday. He will be glad to stay here this morning. But 
it would be desirable to have him available so that the Spanish nego- 
tiations can go along apace. Their negotiators are here. 

Chairman Bringes. Yes. 

SUBSIDIES 


Senator Kiicorr. Mr. Chairman, as you know, I have been very 
much interested in the question of subsidies, and I want to get into 
that. some this morning. I have noted in the prepared material sub 
mitted by the CAB and by the Air Transport Association the sugges 
tion that airmail is a profitable item. I find this suggestion also 
noted in a speech by Congressman Bow, of Ohio, pages 5833-5834 of 
the Congressional Record of May 6, 1954. I have subsequently re- 
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ceived, as have, I imagine, all the other Senators, a copy of a very 
complete and detailed Cost Ascertainment Report of the Post Office 
Department for the fiscal year 1953, which report has just been re- 
leased. I find on page 106 of that Post Office report figures showing 
that the Post Office Department ran up a deficit of some $42 million 
on domestic airmail and over $28 million on international airmail, 
for a combined airmail deficit for the year of $70 million. We all 
hope, of course, that the happy day will come when the airmail pay- 
ments which the Post Office has to pay to airmail contractors will be 
completely desubsidized and the Post Office will be able to make a 
profit on airmail and a profit even after passing along lower rates 
to the letter-writing public. But we have not yet had a report for 
a full fiseal year indicating that airmail is a profitable item. 


TAXES PAID AS OFFSET 


I have also detected in some of the material submitted by the Civil 
Aeronautics Board and the Air Transport Association the implica- 
tion that taxes paid by the airlines should be considered as a credit 
to them and an offset against subsidies received from the Government. 
I have seen it stated for example, that: “The certificated scheduled 
airlines accounted for transportation excise taxes of $110,071,256.” 
This, I believe, is the largest contribution to the revenue with which 
the airlines are credited. 

I respectfully differ from this point of view. I believe the credit 
belongs to the passengers who have been paying for the transporta- 
tion tax at the time they purchased their tickets, and similarly to 
the shippers of cargo who also pay a transportation tax. For ex- 
ample, if one of the members of our committee were to buy a $100 air- 
line ticket and pay $15 in transportation tax, the transportation tax 
is really a contribution of the passenger to the coffers of the-Federal 
Government, rather than contribution by the airline, which really 
acts as the collection agent, 

There is an odd implied logic, here, and that is that a company 
which being, in effect, agent for the Federal Government, collects 
excise taxes for the Federal Government, deserves subsidies from the 
Federal Government. Under such logic, of course, we would then 
vote large subsidies to movie theaters which collect entertainment 
tax, department stores which collect large perfume taxes and pay 
them into the Treasury, which, I maintain, is the wrong approach. 


INCOME TAXES 


Now, with regard to income taxes, which the airlines pay even as 
you and I, I believe there is a difference, and I want to direct a ques- 
tion to the Chairman of the CAB, if there is not a difference between 
the average American taxpayer and the subsidized airlines, in that the 
CAB has been allowing additional sums of so-called mail pay at the 
taxpayers expense to the subsidized airlines in order to enable them 
to pay their income taxes. 

For instance, Senator, is it not a fact in reality that most of the 
supposed contributions made by the subsidized airlines to the income 
of the Federal Government are really contributions not by the air- 
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lines, but the passengers, shippers, cargo organizations, buyers of 
postage stamps, and above all the taxpayers of the United States ? 

Mr. Gurney. As to the t transportation tax, you are right. 

Senator Kricore. In other words, they are charging these taxes to 
operational costs. 

Mr. Gurney. Let us go back a little bit. As you know, the larger 
trunkline carriers carry about 95 percent of the mail. In the past 
few years they have not been on subsidy. There are only three trunk 
line carriers that presently are subsidized, Continental, Northeast 
and Colonial. 

TRANSPORTATION TAX 


So the contention, as I understood you to say, by ATA, that the 
$110 million transportation tax shoul 1 be credited against subsidies 
paid would not apply at the moment. ‘True enough, all of these car- 
riers were recipients of subsidies starting with the act of 1938, and 
they did get subsidies up until a few years ago. But the Big Four, 
especially, have been on a compensatory rate since I believe, 1951. So 
from 1951 up until now, in the Board's opinion, that is the fair and 
reasonable rate for the carrying of the mail with no subsidy included. 
In other words, 45 cents per ton mile. 

Senator Kirgorr. However, on that, the Post Office Department in 
fiscal 1953 lost $70 million in paying that over and above what they 
got out of it. 

Mr. Gurney. Our contention in my leadoff statement before this 
committee last Thursday was that we found from the records that 
in 1952 the Post Office had sold $152 million worth of airmail postage. 
So that was income. Out of $152 million we could say that the Board 
had granted rates to the carriers that took about $120 million. 

Mr. Mutiican. Or 76 percent of the total revenue. 

Mr. Gurney. Let us get it straight. For 1955, we are asking for 
$80 million in subsidy, and estimate that $58 million will be required 
to compensate the carriers for the carriage of mail, making a total of 
$138 million that will actually go to the carriers. In 1952, postage 
revenue amounted to $152 million. Therefore, it is my contention 
that the difference between revenue and what was paid the carriers 
was available to the Post Office, to use as part payment on their 
handling costs. That is as far as we went. 

Senator Kireore. I wonder if you could furnish for the record the 
figures from which you are testifying? 

Mr. Gurney. Yes; they have: already been furnished in my prepared 
statement, but for the record we have it. 

Senator Kirgore. Just a tabulation is all I want. 

Mr. Gurney. Can you hand it to him right now, Mr. Mulligan. 
Have you got it right there? TI am sure you have. 

Mr. Mutuican. Yes, I have. 

Mr. Gurney. Let us have it right at this point in the record. 

Senator Kiicore. All right. 
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Senator Kirgore. Something has arisen this morning in discussing 
the Mexican situation that is rather interesting and significant. In 
other words, if American and Pan American in order to get the right 
by this, shall we say, private settlement with the Mexican Govern 
ment for landing rights of hauling Mexican mail free and build air 
routes, that in the past would have been charged up and paid by the 
United States in the form of subsidies. That. is why I feel that there 
should be some kind of bilateral agreement that would prohibit these 
secret agreements. 

Mr. Gurney. That was the first time I had heard of it. 

Senator Kiicore. I never heard of it until now. But if in the past 
we have been hauling Mexican airmail under the International Mail 
Agreement, we have been paying Mexico, too, and if it was hauled by 
them free, we really paid twice. 

Mr. Gurney. Of course, American Airlines has not had a subsidy 
in the past few years. 

Senator Kirgore. That has only been a short time. 

Mr. Gurney. Just a few years, a short time. 

Senator Kingorr. A very short time. 

Mr. Gurney. We made an agreement with American that their 
route into Mexico carries the same rate of 45 cents per ton-mile as it 
does domestically. Mr. Roth, here, the head of our rate division, can 
further clarify it. 

Mr. Rorn. May I point out, Senator Kilgore, that American Air- 
lines was taken off subsidy sometime in the year 1942 and did not re- 
ceive any subsidy during the war years. At that time they were get- 
ting a rate of 60 cents a ton-mile, which as of January i, 1945, ‘the 
Board reduced to 45 cents a ton-mile. I believe that rate applied to 
(merican Airlines operations to Mexico as well as to the United 
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States. Sometime around April 1948, or as of April 1948, American 
Airlines received a higher rate for both its domestic and international 
operations to Mexico City, which the Board’s decision says contains 
an element of subsidy. Its domestic rate, I believe, was 63 cents : 
ton-mile, and the international rate was something higher than that. 
But both rates, as I recall it, were stated right in the Board’s decision 
- subsidy. But that subsidy period for American Airlines, I 
believe, was shorter than for any other airline in the industry, and 
ran from April 1948, to the end of 1950, a period of less than 3 years. 
The amount of the subsidy that might be attributable to the Mexican 
operation is an extremely small figure. 

Mr. Gurney. Percentagewise for the whole subsidy received by 
American, you mean ¢ 


SUBSIDY PAYMENT 


Mr. Rorn. Yes, sir. The payment was based on the number of 
ton-miles of mail carried and American actually had relatively little 
mail between the United States and Mexico, So it is my impression, 
[ could get the precise figures for the record, that in the years in which 
there is ‘alleged to be any subsidy at all, that was paid to American to 
Mexico City, the total mail compensation for the service as well as 
the subsidy was not more than several hundred thousands dollars. 

Senator Kircore. The point I am getting at, however, is that you 
reach those figures on what shall be paid per ton-mile which is based 
on operating costs. 

Mr. Rorn. Operating costs plus a fair return on investment. 

Senator Kiteore. That is what 1 mean. Of course, operating costs 
always include a fair return on investment. 

Mr. Roru. Yes, sir. 

Senator Kincore. So in reality it is based on the cost of operating 
the line. Any extra expenses go into figuring the airmail rate. 

Mr. Gurney. Let me see if we have the right answer on the record. 
The Board said 45 cents was the compensatory rate or what it was 
worth to carry the mail, is that right? 

Mr. Roru. After January 1, 1951. 

Mr. Gurney. That is right. The 45 cents is not supposed to carry 
any element of subsidy, Senator. 

Senator Kircore. I agree with you, but it is still based upon operat- 
ing costs of the line. It is bound to be. No rate of any kind can be 
figured by any ratemaking board without figuring out the operating 
cost. 

Mr. Gurney. That is right. 

Senator Kireore. And then making an apportionment between pas- 

iger, freight, express, and mail. 

Mr. Gurney. On the basis of ton-miles. 

Senator Kitgore. Yes. 

Mr. Gurney. Percentage of total cost. 

Senator Kixcore. So the operation may or may not contain—it is 
difficult to find whether it does contain—a subsidy. I think you are 
wise in saying that the last rate probably did have a little bit of 
subsidy. 

Mr. Rorn. Not the 45-cent rate, but the 63-cent rate. 
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Senator Kingore. I say that the Board was very wise in including in 
their report that there was some slight subsidy in it. For instance, is 
it not a fact, take a specific example, on page 256 of the initial decision 
of CAB in docket 1706, the examiner proposes total mail pay per 
annum in the future for Pan American’s Atlantic division oi almost 
$16 million, of which $3,892,000 is the Federal income tax ? 

Mr. Gurney. I expect it is. But I doubt if we have the opinion 
here in front of us. That is an examiner’s report and will not be 
formally settled and decided for a few months. 

Senator Kiicore. Yes; I realize that. 

Mr. Gurney. Yes; that is probably correct. 

Mr. Rors. The total figure I believe from memory is $15,915,000, 
and I believe the income-tax figure was something short of $4 million. 


HOUSE HEARINGS 


Senator Kircorr. I see that on page 636 of the House Appropria- 
tions Committee hearings on the CAB, CAB replied in answer to a 
question by Congressman Rooney concerning the extent of ownership 
of the most heavily subsidized airline in the Intercontinental Hotels 
Corp., that the airline owned about 20 percent of Intercontinental 
Hotels Corp. For the record, Mr. Chairman, the correct figure is 100 
percent is it not ? 

Mr. Rorn. Yes; the correct figure is 100 percent. I believe I stated 
at the time that it was my general recollection that Pan American 
originally had only 20 percent. I was apparently confused when I 
made the statement based on general recollection. We ultimately fur- 
nished a table that appears in the House hearings, setting forth every 
investment of Pan American in any of its affiliated companies. We 
mistakenly had the impression that that showed the percentage as 
well as the actual investment of Pan American and that was the sole 
reason we failed to correct the record. We thought we had corrected 
it, but inadvertently we had not. 

Senator Kircore. Would it be possible for the Civil Aeronautics 
Board to insert in the record at this point of the hearings a complete 
list of all the subsidiaries of the airlines for which the CAB is seeking 
today the largest sum of subsidies, together with a statement of the 
degree of ownership or control exerc ised by the airline and, further, 
a statement of the expenditures made by that airline upon the sub- 
sidiaries during each of the postwar years. I would define that time 
period by suggesting the same time period as that covered by the 
graph appended at the end of Senator Kennedy’s prepared statement 
filed, I believe, last week. 

I did not get a chance to be here at that time. What I am getting at 
is this: If they are permitted to operate subsidiary corporations and 
pay it out of operational costs of the lines, we will run into a situation 
like the present controversy out in St. Louis, of Anheuser-Busch 
Brewing Co. owning the St. Louis Cardinals, whereby they can charge 
the losses of the Cardinals to the brewing company’s income tax. In 
other words, if we are getting into these subsidiary corporations, it 
requires a much more careful study. I just wonder if you have gone 
far enough in that to furnish a statement for the record ¢ 
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Mr. Gurney. First, let me say that we will furnish for the record 
every bit of information we can obtain that you ask for, and it will 
be inserted in the record at this point. 

(The information referred to appears on p. 2159.) 


CONDUCTING OF AUDIT 


Senator Kitcorr. I believe Senator Kennedy in his statement stated 
that the evidence had been developed in the House committee by 
Congressman Rooney of New York at pages 634-637 of the House 
hearings that never has the CAB performed an audit of the sub- 
sidiaries of the companies for which the CAB is seeking the largest 
subsidy. I note that by way of reply of this criticism the chairman 
says on page 9 of the pre pared statement, as is the case in all areas 
of its activities, the resources of the Board available for conducting 
vudits are limited. 

Now, I will ask the chairman if the Board has requested additional 
staff or funds for the purpose of conducting audits which have been 
denied by either or both Houses of ( ‘ongress # Have you ever asked 
for money? I remember once I voted for one appropriation in 
ere, 

Mr. Gurney. We are only allowed to ask, Senator, for the amount 
if help as approved by the Budget. We have asked the Budget for 
additional personnel. 

Senator Kitcorr. Have they approved it? 

Mr. Gurney. No, they approved the exact amount for 1955 that 
was granted us in 1954, 

Senator Kireore. I understand. I am not trying to hurt the 
iirlines, but if they are wasting money, if they are going into all sorts 
of extravagant ventures and ‘the taxpayers are having to pay the 
bills—and I think a reasonable sum of money spent for first-class, 
thorough audit might save the taxpayers of the United States a lot 
of money in the future by eliminating waste. They all talk about 
waste in Government, when we are paying the bills for private waste 
I think it is just as necessary to cut out the fat in that waste also. 

Senator ELLtenper. How often are these audits made? 

Senator Kricorr. Never has one been completed. 

Mr. Muuuiean. Mr. Chairman, we have prepared here two state 
ments which I think would be appropriate for the record at this 
point. One statement deals with the nature and scope of our regular 
field audit program, to which is attached a schedule that shows the 
audits that have been conducted for each carrier, and the period 
covered by the last audit. In addition, on the other point of audit- 
ing affiliates and subsidiaries, we have another statement. 

Senator Kitcorr. Let me have the last statement again. 

Mr. Mcuuican. I say in addition to the first statement, we have a 
second statement which explains exactly what we do in relation to 
the subsidiaries and affiliates. 

Senator Kirgore. Would you put that in the record at this point? 

Mr. Muuiiean. Yes, sir. 
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(The information referred to follows:) 


Civit AERONAUTICS BoaRD 


AUDIT VERIFICATION OF INTERCOMPANY TRANSACTIONS BETWEEN AIR CARRIERS AND 
rHEIR SUBSIDIARIES AND AFFILIATES 


The scope of a Civil Aeronautics Board field audit does not include an actual 
examination of the books of the subsidaries or affiliates of the air carriers but 
does include intercompany transactions between the air carrier and all of its 
subsidiaries and affiliates. 

Under the present audit program, all transactions between the air carrier 
aud its subsidaries and affiliates are examined in sufficient detail to reveal the 
nature and purpose of such transactions and to validate the amounts involved 
More specifically, the procedure is as follows: 

The uniform system of accounts, established by the Board and applicable 
to all carriers, prescribes separate accounts in which all intercompany trans- 
actions between the air carrier and its subsidiaries and affiliates are initially 
recorded. 

The auditors make a general examination to determine that all trans- 
actions, whether originating with the air carrier or its subsidaries, are 
recorded in conformance with the prescribed accounting regulations. 

The items or entries are then scanned from the standpoint of identifying 
those of particular significance with respect to amount, nature of the trans- 
action, or peculiar characteristics that may warrant special consideration 

The records and books of the carrier are then examined to develop the 
basis for the significant items. This includes examination of correspondence, 
minute books, vouchers, or any other source. It also includes discussions 
between the auditors and carrier representatives to validate the accuracy of 
the amounts, and to provide information from which the transaction can 
be evaluated. 

All intercompany transactions of significance are brought to the attention 
of the Board’s mail rate staff for final disposition in connection with the 
proceeding establishing a rate for the carrier involved. 

The scope of the audit is designed to protect the Government against agree 
ments, transactions, or operating relationships which benefit the subsidiary or 
affiliate at the expense of the air carrier and therefore impose an extra burden 
upon the subsidy requirements of the carrier. 


NATURE AND CURRENT STATUS OF REGULAR FIELD AUDIT PROGRAM 


The scope and nature of the regular audit program can be divided into three 
general parts as (1) compliance and validation, (2) information for rate pur- 
poses, and (3) verification of subsidy payment data. 

The major duties and responsibilities of the Audits Division are the examina 
tion and validation of the accounts and records of the carriers for compliance 
with the act and all pertinent regulations, rules, and classifications prescribed 
by the Board, including the uniform system of accounts and reporting on Form 
41: to validate the accuracy of the accounting results of the carriers, and secure 
from the carriers’ records costs and other pertinent data in the form required 
for rate case purposes; to conduct special investigations in connection with 
violations of the act or Board regulations ; to verify the accuracy of the statistical 
information submitted by the carriers in support of their claims for subsidy pay 
ments, and to provide certifications in support of the disbursement of such pay 
ments. 

These audit and investigative functions are performed by field working groups 
who by actual examination of the carriers’ books and records determine that the 
earriers have accounted for all transactions in accordance with established 
accounting practices and with regulations and classifications, including the uni- 
form system of accounts, prescribed by the Board. They verify that the revenues, 
expenses, and other accounting transactions and statistical data reported to the 
Board on Form 41 are in agreement with the recorded facts as shown by the 
books and other records of the carriers. Actual examinations are made of the 
methods used by the carriers in precessing and reporting the many kinds of 
statistical data to determine that the gathering, compiling, and computing of 
the information is such as will produce correct and uniform results. Studies and 
analyses are conducted of financial and performance data from the records of 
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he carriers and statements are prepared reflecting the result of such studies for 
se of the rates division in connection with mail rate proceedings. Also, actual 
examinations are made of the pertinent records of the carriers to determine that 
egulations of the Board have been complied with relating to records and issuance 
free and reduced rate transportation, filing of contracts with the Board, 
reservation of carriers’ records and other similar regulations. 
The status of the regular audit program is indicated by the attached state- 
ent, which shows the name of the carrier, period of latest audit, and when that 


idit was completed. 


Current status of regular field audit program as at May 1, 1954 


Name of carrier 


s Sud Americana, Inc 
ka Airlines, Ine 
States-Alaska..- 
Intra-Alaska 
ska Coastal Airlines 
gheny Airlines, Inc 
erican Airlines, Inc 
Domestic operations 
“Stub end”’ to Mexico 
unza Air Lines, In¢ 

iniff Airways, Ine 
Domestic operations 
Latin-American operations 
vers Airways, Ine 
pital Airlines, Ine 
iribbean-Atlantic Airlines, Inc 
entra] Airlines, Inc 
onial Airlines 
Domestic operations 
“Stub end’’ to Bermuda 
tinental Air Lines, Inc 
»va Airlines, Inx 
ita Air Lines, Inc 
Domestic operations 
Latin-American operations 
tern Air Lines, Inc 
Don estic oper stior 
Stub end”’ to Puerto Rico 
Air Lines, Inc 
ing Tiger Line, Inec., The 
ontier Airlines, Ine 
waiian Airlines Ltd 
Helicopter Air Service, Inc 
ke Central Airlincs, Ine 
Angeles Airways, Inc 

Mackey Airlines, Inc 

et Aviation Corp 

Mohawk Airlines, Inc 

itional Airlines, Inc 
Domestic operations 
‘Stub end” to Cuba 

v York Airways, Inc 
rth Central Airlines, Inc 

Northeast Airlines, Ine 


Northern Consolidated Airlines, Inc 


Northwest Airlines, Inc¢ 
Domestic operations 
Trans-Pacific operations 

yzark Air Lines, Inc 

acific Northern Airlines, Inc. 
States-Alaska operations 
Intra-Alaska operations 


Pan American World Airways, Inc.: 


General accounting office 
Atlantic division 

Pacific division 

Alaska division - 

Latin American division 


an American-Grace Airways, Inc 


Piedmont Aviation, Inc 
Pioneer Air Lines, Inc 
Reeve Aleutian Airways, Inc 


See footnote at end of table. 


Period cove 
4u 


1950 


1,195! 
1, 1949 
, 1951 
30, 1950 
1, 195 


, 1949 
, 1953 
1, 1952 


*) 





1, 1952 
, 1952 


1, 1951 


1, 1951 
1, 1950 


1949 


l, 
l, 
l, 
l, 
l, 


red by latest 
dit 


Dee. 31, 
do 

May 31 

Sept. 30, 


Dec. 31, 
do 
Mar. 31 


June 30 
do 
June 30 
Dec. 31 
Sept. 30 


Dec 


June 30, 1953 
Sept. 30, 1953 
Dee } 
Mar 


Dee. 31, 1953 
do 
Dee. 31,1952 


| Sept. 30, 1953 


do 


Dec. 31,1953 
do 
do 
do 
Dec. 31, 1950 
June 30, 1953 
do 
June 30, 
June 30, 1951 


; 


ation com pleted 


begun November 


Oct 


February 1952 
Tune 15, 1951 
Nov. 13, 1953 
Feb 15, 1954 


Oct, 30, 
Ik 
May 28, 


perations begun December 
1952 

rations begun Apr. 2, 1954 
May 22, 1953 


16, 1953 
Do 
Dee. 4, 1958 
Apr. 14, 1954. 
ug. 19, 1953 
March 1952 


A 


Audit in progress 
Do. 
Mar. 11, 1953. 


Feb. 12, 1952. 
Mar 3, 1954 
Sept. 25, 1953. 
Sept. 26, 1952 


June 1952. 
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Current status of regular field audit program as at May 1, 1954——-Continued 


Period covered by 
audit 
Date examination completed 


1950 June 30, 1952 Oct. 23, 1942 
1951 | Sept. 30,1952 | Dec. 17, 1952 
( Not yet in operation 
Jan , 1952 | June 30,1953 | Dec. 9, 1953 
( ( Not yet in operation 
Jan 1, 1952 June 30, 195% Nov. 30, 1953 
Jan 1, 1951 Dee. 31,195 Apr. 8, 1952 
June 30,1950) Dee. : Oh: Feb. 19, 1954 
ul ‘ Mar. 31,1953 | Mar. 3 5 Audit in progress 
ns-World Airlir 
Domestic operation Jan 1,1952 | Dee. 3 53 Apr. 20, 1954 
‘rar t t do de Do 


Jan 1.1950 | Dee. 31, 1952 Apr. 10, 1953 
0 do Do 
Operations begun October 
Sept. 30, 1951 it. 30, 1952 Jan. 9, 1953 
Oct 1, 1951 31, 1953 Aug. 31, 1953 
Jan 1, 1942 » 31, 1952 April 1953 


OVERPAYMENTS AND QUESTIONABLE PAYMENTS 


Mr. Rorn. Senator Kilgore, may I point out that aside from the 
question of making audits, there are many things that the Board’s 
rate staff does that would be a pretty good safeguard against the possi- 
bilities of overpayments or question: able payments between Pan Ameri 
can and subsidiary companies. 

[ would like to point out, for example, that in the decisions of the 
Board last vear, in settling both retroactive rates for Pan American’s 
Latin American service, and a future rate to cover the years 1953-54, 
and indefinitely into the future, the Board in that case has spelled out 
in the decision millions of dollars of adjustments and disallowances. 

For example, in the area of so-called selling expenses, that is the 
expenses of selling traffic, other than mail—passengers and freight— 
the Board set up a very substantial disallowance because after we pre- 
pared a comparison of Pan American’s costs with costs of other com- 
parable airlines throughout the United States, and the various foreign 
territories, we found Pan American’s expenses appeared to be in excess 
of the other comparable carriers. Using the other carriers as a yard- 
stick we made these expense disallowances. 

In those particular accounts, if Pan American was spending exces- 
sive money in the form of payments to subsidiaries or failing to charge 
these subsidiaries enough money for services performed by Pan Ameri- 
can, it did not cost the taxpayer a penny, because we have disallowed 
substantial amounts Pan American was claiming and actually spend- 
ing in those categories. 


GENERAL ADMINISTRATIVE COST 


Another illustration is in the field of so-called general administra- 
tive cost. There we said that Pan American costs ‘they were claiming 
in their future forecast were excessive, and we would not go beyond 
a certain point based on what other carriers were doing. Again in 
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that area if Pan American is spending excessive amounts in their sub 
sidraries, such amounts are not included in the established mail rate. 

Senator Kitcorr. You have to take their own books for that. 

Mr. Roru. We audit the books of Pan American Airways. 

Senator Kireorr. You take the sets of books they have for your use, 
do you not? I have known outfits that had 3 and 4 sets of books, 1 for 
the public utilities commission, 1 for the local assessor, 1 for the di- 
rectors, and 1 for the stockholders. 

Mr. Roru. It would be illegal for any airline to have two sets of 
books except in the sense of having certain additiona! records, such 
as depreciation for income-tax purposes. But aside from that, it is 
my understanding that it would be a violation of the Civil Aero- 
nauties Act and the board regulations for an air carrier to have two 
sets of books. They can have all the subsidiary supporting detail 
they want, but their basic system of accounts must be on what is 
prescribed by the Civil Aeronautics Board. We do make a very 
thorough audit of the books of Pan American World Airways, Ine. 

Senator Kineorr. | am not jumping on them. I am not after Pan 
(merican particularly. I am talking about all questions of airline 
subsidy. Lam discussing this for all airlines, which means the cer- 
tificated lines. 

Mr. Rorn. Yes. 

Senator Kineorr. You see, it puts them in a different situation 
from other corporations and other businesses, because we figure the 
airmail rate based upon, one, operating cost, plus a reasonable return ; 
do we not ¢ 

Mr. Rorn. Yes, sir. 

Senator Kircore. If the taxes pull them down below this line so 
that they show a loss, then we can add that in so we get the reasonable 
return above the line, whereas, shall we say, United States Steel Co. 
cannot do that sort of thing. The reason is that they do have certain 
latent features with the Government just like the railroads and the 
steamship lines. 

Mr. Rorn. That is correct. If the company can demonstrate that 
it has a loss under honest, economical, and efficient management. 


TRANSPORTATION OF ARMED FORCES PERSON NEL 


Senator Kitcore. For instance, this bill that I think is now in the 
Armed Services Committee allowing the airlines to furnish free or 
low rate transportation for the Army, Navy, Air Force, and other 
personnel, it is just taking it out of one pocket and putting it in 
another. If they show a loss on the operation, they will come in and 
insist upon a change of rate to make it up. That is why I think the 
matter is not right. In other words, if Army wants to send people 
abroad by plane, that should be Army’s appropriation, and not tacked 
into CAB appropriation or the Post Office Tsatieel appropriation, 
It should be a part of the Army appropriation. 

Mr. Gurney. We agree with that, Senator. But bulk transporta- 
tion is cheaper to handle than transportation that you have to go 
out and sell and issue a number of tickets for. So there would be some 
discount possibility there on a fair and reasonable basis. The Board 
is going to use every effort to cooperate with the military, under the 
present law, to get the most satisfactory arrangement possible for 
the carriage of uniformed personnel. I think you all agree that it 
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is a good course to follow. It has been our idea right along to coop- 
erate in every way we could. 

Senator Kitcore. Certainly. For instance, in H. R. 8067, I under- 
stand the proposed appropriation is for $3,829,000 to enable the Atlan- 
tic Division of Pan American to pay their income tax in the future. 
Isthat true? That is just information that has come to me. JT want 
to find out. Isthat the item you referred to? 

Mr. (TURNEY. We do not have any bill introduced by anyone to pay 
anyone’s income tax. 

Senator Krcore. That is in the House appropriations bill, an item 
inthere. I just wonder if that covers items of income tax? 

Mr. Rorn. I misunderstood. I thought you meant an item spe- 
cifically for that purpose. 

Senator Kreorr. No. Is any part of that for that purpose? 

Mr. Rorn. Yes, sir. The subsidy estimates that we prepared and 
submitted to the Congress and the Bureau of the Budget included 
allowances for Federal income taxes as a regular cost of doing 
business. 

Mr. Gurney. We might say here that income taxes for the past few 
years have not been agreed upon in an exact amount because of the 
transatlantic mail rate case which is not yet completed. 


INCOME-TAX PAYMENTS 


Senator Kigéorer. Would it be possible for you to give an estimate 
of the total amount of money contained in the $73 million which is 
isked for in the appropriation bill to appropriate for the benefit of the 
airlines? What part of that would represent money to be given to 
them or any of them for the purpose of partially paying income tax? 

Mr. Rorn. We would have to make a study to determine such a 
figure. Until the final rates are established there would be some 
margin of error, but I think we could give you an approximation of it. 
We do not have a figure readily available because we did not work 
the estimate up that way. ; 

Mr. Gurney. Do you want it by carriers, Senator, if possible? 

Senator Kireore. Yes. 

Mr. Gurney. We will do the best we can to get it for you and put 
it in the record at this point. 

(The information referred to is shown on p. 2165.) 

Senator Kiicore. I should like to quote from page 2 of CAB Order 
k-4561 of August 25, 1950, which contains the following extraordin- 
ary statement: 

In computing such tax allowance in previous cases, however, the basis used 
has in many cases resulted in making provision for a greater amount of tax than 
would ever be paid by the carrier. 

Does this statement mean that in many previous cases the taxpayers 
have been called upon to pay the Federal income taxes of certain 
subsidized airlines and then those same airlines have pocketed part 
of the money and paid less than the tax allowance which was given 
them into the Federal Treasury ? 

Mr. Roru. I think that is literally correct. On that very point, the 
reversal of the Board’s policy on income taxes to one less favorable 
to the air carriers was a part of the appeal of Western Airlines in 
the case which went up to the Supreme Court, and was decided by 
the Court about February 1 of this year. 





coop- 


inder- 
Atlan- 


uture, 


want 


oO pay 


1 item 


! spe- 


| and 
luded 


loing 


t few 


f the 


mate 
ch is 
f the 
‘n to 
tax ? 
ch a 
some 
of it. 
vork 


put 


rder 
din- 


used 


than 


vers 
tain 
part 
iven 


the 
uble 


STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 212] 


Mr. Gurney. Decided by the Supreme Court. 

Mr. Rorn. It was part of the appeal to the Federal courts. Arp- 
parently the carrier abandoned the income-tax issue, and did not pros- 
ecute it further, in the Supreme Court. But in effect the Federal 
ourts have upheld the Board on that particular point. There is no 
windfall element since the decision you refer to. Prior to that time 
| believe there may have been some degree of possible windfall to 
certain air carriers; not to all, but potentially to some of them. 

Senator Kincore. Do you have any figures that give an idea what 
sums are involved in many cases—and I am using a quotation—re 
ferred to in that order of 4 years ago?’ Do you have in your books 
anything on that ? 

Mr. Rorn. No, sir, we do not. I can assure you that there have 
been no instances since that decision in which a carrier would have 
a windfall through an excessive income-tax allowance. Prior to 
that time there were undoubtedly some cases. 


ALLOWANCE FOR INCOME TAX 


Senator Kincore. Let me ask you another question. Is there any 
truth in the affidavit filed on May 1, 1949, in the United States Court 
of Appeals for the District of Columbia Circuit by Mr. Raymond A. 
Norden that for the period of roughly 1946-47 “the Board has appar- 
ently allowed Pan American approximately $1 million on account of 
taxes that will never become due”? Have you read that affidavit ? 

Mr. Rorm. I can say this, that we have a rate case pending that 
Senator Gurney was referring to a few moments ago, and on which 
you yourself refer to the examiner’s report, I believe it is Docket 1706, 
for Pan American. That involves the establishment of a final mail 
rate including subsidy from January 1, 1948, on through the future. 
[ can assure you that the position of the Board’s staff, and I believe 
the point is now conceded by Pan American, is that the subsidy should 
include an allowance for Federal income taxes in the amounts that will 
actually be paid by the carrier. We have certified copies of Pan 
American’s Federal income-tax returns which they furnished to us 
on a confidential basis. I believe Internal Revenue has made audits 
for the initial years, at least, and the only item that is open between 
Pan American and the Bureau of Internal Revenue is the question of 
the treatment of retroactive mail pay. I do not see how there is any 
possibility whatsoever of Pan American getting 5 cents of windfall 
in the Federal income-tax allowance for that past period. When we 
set a future rate for any carrier, obviously we do not know what in- 
come tax the company will actually pay. If its profit is bigger than 
we estimate, it will pay a bigger income tax than we provide for. 
Likewise, we do not know what changes Congress will bring about in 
the established Federal income-tax law. But I believe that to the 
best ability of any human beings at the time the Board decides the 
various cases, we estimate what the income-tax liability will be. 

Senator Kiicorr. I have here a photostatic copy of this affidavit in 
support of a motion filed by Mr. Norden. 

Mr. Rorn. Was that before the Board reversed its policy, sir? 

Senator Kircore. Yes; this was in May 1949. I am leading up to 
another question. I would like to put that in the record. 

Senator ELLenver (presiding). Without objection, it is so ordered. 
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(The affidavit referred to follows :) 
Dated May 1, 1949. 


IN THE UNITED STATES COURT OF APPEALS FOR THE DISTRICT OF COLUMBIA CIRCUIT 


Seaboard & Western Airlines, Inc., Petitioner, v. Civil Aeronautics Board, 
Respondent 


AFFIDAVIT IN SUPPORT OF MOTION FOR STAY OF PROCEEDINGS 


STATE OF New YORK, 
County of New York, 88: 

RAYMOND A. NorDEN, being duly sworn, deposes and says: 

I am President of the Seaboard & Western Airlines, Inc., petitioner herein, 
and I make this affidavit in support of petitioner’s motion to stay and postpone 
further proceedings before the Civil Aeronautics Board in connection with cer- 
tain proposed temporary mail-rate payments to Pan American Airways, Inc., and 
American Overseas Airlines, Inc. 

Seaboard & Western Airlines, Inc. (hereinafter called “Seaboard”), is a non- 
certificated irregular common carrier authorized to operate under the provisions 
of Section 292.1 of the Economic Regulations of the Civil Aeronautics Board. It 
serves many of the areas which are also served by Pan American Airways, Inc. 
(hereinafter called “Pan American”) and American Overseas Airlines, Inc. 
(hereinafter called “AOA”) and is in direct competition with saic. carriers in 
so far as the carriage of property by air is concerned. Seaboard receives no 
subsidy and seeks no subsidy. It has conducted a profitable operation for the 


period since it commenced operations in May 1947. 


PAN AMERICAN CARGO LOSSES 


It appears from the Statement of Tentative Findings and Conclusions issued 
by the Board on April 19, 1949, that Pan American has sustained a loss in its 
cargo operations. The Board has concluded that “the proper development of 
all cargo operations at this time and under the circumstances in the instant case 
does not require financial support from the Government to accomplish the objec- 
tives of the Act” (Statement, p. 11). In the light of this conclusion one would 
expect the Board to attempt a reasonably accurate estimate of the actual losses 
incurred in the all-cargo service. 

However, the Board has apparently made no real effort to accurately estimate 
the amount of this loss but merely found that “the all-cargo service has failed 
by approximately $232,000 to cover even its added costs.” Obviously disallow- 
ance of losses on a so-called “added” cost basis is not the same as refusing 
financial support to this cargo operation. 

The Board has arbitrarily selected only direct flight costs plus an estimated 
sales cost of 714% of revenue as the only costs to be charged against the sched- 
uled cargo service. Appendix No. 4, page 3, of the Statement of Tentative Find- 
ings and Conclusions shows the following charges to income on this service. 


Flving operations “ eae a ene . $381, 867 
Maintenance eee clin kee A dede 210, 450 
Depreciation including rental ‘i re hice ; 4 153, 782 
Traffic and sales : , : . ; 41, 375 


Total cost = nd i anes 787, 474 

Converted to expense per revenue mile the items representing flying oper- 

ations, maintenance, and depreciation compare favorably to the reported system 
costs for the same items: 


System cost 


All eargo cost (appendix A 


Cents 
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However, sales expense charged to the all-cargo services amounts to only 8.35¢ 
per revenue mile compared to system traffic and sales costs of 638.95¢. 
Some of this disparity can be explained by virtue of the fact that the system 
traffic and sales costs include passenger service, which, of course, would not 
be chargeable to the scheduled freight service. 

In 1946 and 1947 Pan American reported a passenger service cost of 21.51¢ 
per revenue mile and in 1948 a cost of 17.60¢ per revenue mile. Allowing an 
estimated 20¢ for the average age passenger service cost per revenue-mijle, the 
system costs for traffic and sales, exclusive of passenger service, would then be 
43.95¢. Yet only 8.35¢ has been charged to the scheduled freight service. It is 
patently ridiculous to charge as the only single item of overhead a sales cost of 
744% of revenue when the commission payable to agents alone is 5% of revenue. 

Inasmuch as the scheduled all-cargo aircraft were operated as a part of the 
Pan American system there appears to be no reasonable basis for not allocating 
proportionately the overhead costs incurred by Pan American on its entire 
system. 

From Appendix 4, page 5, of the Statement, said system costs are set forth 
as follows: 

Cents per 

revenue mile 
Indirect maintenance____--_- eed a . TP 
Ground operations__- : ; ites eae -- 43.62 
Traffic and sales a P oo : * 35. 60 
General administration__ ‘ - ig women a 
Depreciation ground____- aia etait un ce . 2. 39 


Total ee ; i — 142. 30 


Traffic and sales are actually shown as 63.95¢. An adjustment of 20¢ has been made 
to cover passenger service not applicable to the freight operation and, in addition, the rate 
of 8.35¢ included by the Board in its calculation has been deducted. 

If we add these indirect expenses of 142.30¢ per revenue mile to the direct 
flight and sales cost of 159.06¢ we find that the true cost of operating the 
scheduled all cargo service is 301.36¢ per revenue-mile flown. Therefore, on the 
basis of the 495,000 revenue-miles reported (Statement, p. 9) the cost becomes 
$1,491,732 and the estimated loss $936,732. The Board has disallowed a loss of 
but $232,474. It is thus apparent that rather than disallowing the losses 
sustained in the scheduled all cargo service the Board has in fact reimbursed 
Pan American for a loss of $704,258. 

In the light of the Board’s finding that all cargo operations do “not require 
financial support from the Government to accomplish the objectives of the Act” 
this reimbursement is patently excessive. 


AOA CARGO LOSSES 


The Board has summarily disposed of the all cargo services performed by AOA 
by simply stating that “the approximate excess of the estimated revenues over 
the estimated direct flight and sales costs of this service indicate that its opera- 
tions imposed no burden on the mail services” (Statement, p. 8). Just why only 
estimated direct flight and sales costs are to be charged against all cargo serv- 
ice is not explained. 

No information is available to specifically identify the costs or the revenue 
taken into consideration by the Board. I have made an estimate of the costs, 
using system costs as identified in Appendix No. 4 to the aforesaid Statement, and 
estimating the sales costs which were considered by the Board as being in the 
same amount per revenue mile as in the Pan American case where a specific 
statement of the amount of sales expense allowed by the Board was given. Such 
reconstructed costs are as follows: 

Cents per 


revenue- 

plane-mile 

Fiying operations_-__- ; .14 
Direct maintenance : 36. 35 
Depreciation, flight._.—- : pe . 29 


Sales__ oo 


Total with Od. 7 al Ju padi .138 
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Appendix No. 4, page 4, shows system operating expenses of 307.48¢ per 
revenue-plane-mile in the period 1946 to 1947. Deleting 20¢ as being reasonably 
chargeable to the passenger service (see comment made under Pan American 
snalysis, supra, p. 3), and 141.13¢ as reconstructed above, the net additiona] 
expense per revenue-plane-mile required to adjust the freight costs to system 
costs is 146.35¢. At 55,000 revenue-miles flown, this produces an additional ex 
pense of $80,493. Crediting the reported $9,000 excess of estimated revenue over 
estimated added cost and sales expense leaves a net loss for the scheduled all 
cargo operation of $71,493. The Board has compensated AOA for this loss, 
although anyone reading its “tertative’ findings would be led to believe that 
there was no loss in this service. 


PAN AMERICAN’S “NONSCHEDULED” OPERATIONS 


The Board “tentatively” found that “it would not be appropriate to burden the 
mail pay with losses attributable to nonscheduled operations.” The Board then 
has stated that the expense attributable to this nonscheduled service approxi 
mates $1,913,000. Nowhere does it appear from the Statement submitted by the 

soard upon what basis it made the allocation, although in Appendix 4 the items 
making up the disallowed expenses are shown. 

An analysis of these charges, as compared with system costs, shows that the 
stated items of expense deducted by the Board have been computed very mate 
rially lower than the average system costs as shown in Appendix 4 of the State 
ment.* 

The net difference is as follows: 

Cents per 

revenue mile 
Flying operations = as ‘ ; . 70 
Direct and indirect maintenance_- : j 3. 29 
Depreciation ‘ ht toms cekiheniaiie 2 ; 4. 62 
Traffic and sales__ s s : asta : <a 


Total___- ; / pon dale biases aanticeh ttc . 20 


In addition, no allowance whatsoever has been made in computing the cost 
of the nonscheduled service for indirect expense items as follows (figures cited 
are system cost figures): 

Cents per 

revenue mile 
Ground operations__-_ aa 43. 62 
General and administrative anes 90 
Depreciation ground : ae cea . 39 


Total ‘ i = ; a a 75. 91 


If the items of expense taken into consideration by the Board are taken at the 
system cost and the items of indirect expenses which were omitted are taken into 
consideration, the operating expenses would be increased to 321.27 cents per 
revenue plane mile summarized as follows: 

Centa per 
revenue mile 
Direct flight, indirect maintenance and all line station costs as included 

by the Board = 
Net difference between sy 

service as above.______-- ae 
Indirect expenses not previously included 5. 91 


Total___- . 27 


On the basis of 1,038,740 revenue-miles flown in nonscheduled service, the 
expense allocable thereto, as above, would amount to $3,337,160. 

Since the Board attributed only $1,912,874 as the cost of this operation, it would 
appear that the Board has understated the loss by $1,700,241. 

In view of its determination that the mail pay should not be burdened with 
losses attributable to nonscheduled operations, there appears to be a consid- 
erable overpayment of subsidy with respect to this item. 

‘An adjustment has been made to systemwide costs to eliminate 20.3¢ as estimated 
System passenger expense not attributable to nonscheduled operations because actual 


passenger-expense data on nonscheduled operations is available and has been used by the 
Board. 
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AOA’S NONSCHEDULED SERVICES 


Although in the Pan American determination the Board found that nonsched- 
uled services should not be compensated for by mail pay, in the AOA statement 
the Board dismissed the nonscheduled services of AOA with the conclusion 
that the operation of the nonscheduled services during the review period imposed 
no burden on the mail service. 

There is contained on page 8 of the Statement the vague comment that reve 
nues received from this service during the years 1946 and 1947 were slightly 
n exeess of the direct flight and sales costs allocable thereto, exclusive of de 
preciation. Here again the treatment is not consistent with that taken in the 
Pan American case, for there depreciation was charged, nor is it consistent 
with the treatment of this charge in computing the results of AOA’s 1948 non- 
scheduled operations where depreciation is also charged. But in any event, 
this is another example of the use of the so-called “added cost” theory which 
is completely unrealistic in its application. 

It is reported that 62,000 revenue-miles were flown in the nonscheduled serv- 
ice during this period. On the basis of system operating expenses as reported 
in Appendix 4, page 4, of the Statement (307.48¢ per revenue-mile) the total 
operating expenses for nonscheduled services in 1946 and 1947 amounts to 
$190,638. Crediting revenues of $88,000 would leave a net loss of $102,638 for 
which the carrier will apparently be compensated. Why a carrier supplying a 
nonscheduled service not available for the carriage of mail should be compen- 
sated for losses incurred in that service is not explained. Indeed, in the light 
of the Statement of the Board in the Pan American proceedings—that nonsched- 
uled services should not be allowed to burden the mail pay—it is difficult to 
see any theory under which they could properly be allowed. 

For the year 1948 it is quite impossible to make any intelligent analysis from 
the “tentative” findings of the Board. Thus at page & it is stated that revenues 
of $1,100,000 were received from the nonscheduled services in 1948. Yet Ap- 
pendix 4, page 3, shows that during that year nonscheduled revenues amounted 
to $1.282.000. Similarly, at page 8 of the Statement allocated direct costs, in- 
cluding depreciation, indirect maintenance, and sales costs, are stated as ap 
proximating $719,000, whereas in appendix 4 such expenses are shown as 
$937,000. 

This conflict in data relied upon by the Board is significant as illustrating the 
‘tentative” nature of the findings. That such figures should serve as a basis 
for distributing millions of dollars of taxpayers’ money is incredible. 

Utilizing the reported figure of 593,000 revenue-miles flown in nonscheduled 
operations, the cost allocable to that operation on the basis of system operating 
expenses as reported in Appendix No, 4 for the year 1948 would be $1,640,890. If 
the revenue of $1,282,000 derived from the nonscheduled services is credited 
against this expense it would appear that the services operated at a net loss of 
$358.890 rather than attaining a profit as suggested by the Board. This appar- 
ent loss is not being charged against the carrier. 


TAXES 


Upon information and belief, it is the practice of the Board to allow Federal 
income taxes at the rate of 38% of the estimated fair return included in the 
subsidy pay calculations in determining the amount which the Government will 
contribute. I believe that no attempt has been made by the Board to determine 
the actual amount of taxes paid by the carriers, nor in fact whether the carriers 
will report any taxable income for the periods involved. A detailed analysis 
of the treatment of income tax credits is not given by the Board in its “tentative” 
findings, nor is a specific figure stated as the amount allowed for taxes, but it 
would appear that the Board has allowed approximately $1,337,000 to AOA for 
this purpose. 


Amount of mail pay awarded a inn Ba. ait te cet neat bei . $10, 146, 000 
Break-even need (p. 37) —- nse * Cerise § Ff 
Return on recognized investment of $12,377,000 at 

7% for 3 years h 


2, 599, 170 
—-——— 8, 808, 170 


Balance believed to represent taxes allowed__- cco See aee 
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the Board has failed to take into consideration is that it has not co 
osses of $2,081,000 sustained by AOA in this period, most of which would 
seem to be proper deductions from net taxable income. It would therefore appear 
that a sum well in excess of three quarters of a million dollars has been allowed 
AOA on account of taxes that will never be paid. 
Similarly, in the case of Pan American the Board has allowed approximately 
$2,948,070 for federal income taxes 


Amount of mail pay awarded $24, 635, 000 
Break-even need $16, 262, 000 
Return on recognized investment of $25,833,000 at 7% 
for 3 years 5, 424, 930 
--— 21, 686, 930 


Balance believed to represent taxes allowed 2, 948, 070 


Here again the Board has failed to take into consideration the fact that the 
major part of an unconsidered loss of $2,597,000 also appears to be a proper 
deduction from net taxable income. Thus the Board has apparently allowed 
Pan American approximately $1,000,000 on account of taxes that will never 
become due 

It is Seaboard’s contention that Pan American and AOA have been subsidized 
for their losses sustained in nonscheduled and all-cargo operations in competi 
tion with Seaboard by these allowances for federal income taxes which will 
n ver be payable. 

COMPETITION 


It has been shown in this affidavit that both Pan American and AOA are carry- 
ing on both their scheduled cargo and nonscheduled operations at a loss, and 
they have been conducting such operations at a loss during the entire period 1946 
through 1948 

Both Pan American and AOA are members of the International Air Transport 
Association (hereinafter referred to as IATA). Seaboard is not a member 
\ttached hereto as Exhibit A is a photostatic copy of a report of the cargo work- 
ing group of IATA which shows the thinking of this group of carriers, particu 
larly Pan American. The Court will note that this report shows a concerted effort 
on the part of the IATA members to drive Seaboard out of business by lowering 
the cargo rates to the areas served by Seaboard. It is significant that the lowest 
rate is proposed by Pan American, a carrier who has operated its own cargo 
service at a staggering loss at much higher rates. 

This document establishes the fact that Pan American is spearheading the 
effort of the certificated carriers to drive the noncertificated carriers such as Sea- 
board out of business. These subsidized carriers are unconcerned with the 
Board's declared objective of placing their operations on a self-supporting basis, 
and utilize mail subsidy grants such as here proposed as a means of underwriting 
competitive undercutting. 

I believe that this Court should carefully weigh the effect of granting such 
carriers the vast amounts of public funds proposed in the instant orders, funds 
which I am advised by counsel they are net entitled to receive under the 
statute. 

RAYMOND A. NORDEN. 

Sworn to before me this Ist day of May 1949 

HELEN Ray TRUSSLER, 
Notary Public, State of New York. 

Senator Kucore. If it is disclosed that money has been given in the 
past for the purpose of paying income taxes and other excessive 
amounts, can that be recaptured by the Government, and if so, by 
what process? 

Mr. Rorn. I am not an attorney. 

‘ r . . ‘ . p 7 

Senator Kiicorr. I am asking that of the Chairman for the General 
Counsel, and if possible, we would like to have the answer on Tuesday. 

Mr. Gurney. We will try to bring it with us. 

Senator Kireorr. Thank you. 





, 
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Mr. Gurney. If there is any other information that you would like 
to have ready for Tuesday, can you tell us? 
Senator Kireore. I will try to get it together and send it down 
this afternoon. 
Mr. Gurney. That will be fine, so we can come as near to answering 
all of your questions as possible. 
Senator Etirenper. Are there any further questions? If not, we 
will stand in recess until 2: 30 this afternoon. 
(Thereupon at 12:20 p. m., a recess was taken until 2:30 p m., the 
same day.) 
AFTER RECESS 


Chairman Bringes. Mr. Secretary, we have finished the detailed 
hearings of the State Department. You were away and we postponed 
your overall presentation until you returned. Weare glad to welcome 
you before the committee today. 


DEPARTMENT OF STATE 
INTERNATIONAL SITUATION 


STATEMENT OF HON. JOHN FOSTER DULLES, THE SECRETARY OF 
STATE OF THE UNITED STATES OF AMERICA 


PREPARED STATEMENT 


Secretary Duties. Thank you, sir. 

Chairman Bripces. We will make your full statement with relation 
to appropriations a part of the record. 

(The statement referred to follows:) 


STATEMENT OF SECRETARY OF STATE 


Mr. Chairman, it is a real pleasure to appear once more before your committee. 
As you are fully aware, Many important events in world affairs have transpired 
since my last visit on appropriations matters, 

Before discussing these developments and taking stock of our present inter- 
national situation, I would like to relate our budget position to our responsi- 
bilities. 

The State Department has the primary task of holding the line against Soviet 
communism in most of the countries of the world. Already a situation has 
been reached where the Soviet Communist bloc embraces so much of the free 
world that the loss of any further parts of it would be a serious matter to the 
rest, including the United States. In every one of these countries the Communist 
Party is carrying on a highly organized, amply financed program for takeover in 
the main by methods of indirect rather than direct aggression. Never before 
in the history of our country has the Department of State had comparable 
burdens and responsibilities of so critical a nature in so much of the world. 

In terms of constitutional and legislative mandate, the activities of the De- 
partment of State are not subject to administrative limitation or scope. We 
must negotiate treaties and consular and economic conventions; under law we 
must accept, investigate and pass legal interpretation on visa applications; we 
must give prompt service to United States citizens on requests for passports; 
we must render prompt and full service in protecting United States nationals 
everywhere in the world; we must prepare plans and be ready at a moment’s 
notice to evacuate our citizens from areas of crisis anywhere in the world; we 
must promote and further through diplomatic channels all of the international 
programs of this Government-—political, economic, military, intelligence and 
informational; we must collect data and keep our industrial, agricultural, labor 
and commercial communities informed on the world and country situations. We 
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must participate in gatherings such as meetings of foreign ministers, North 
Atlantic Treaty deliberations, peace negotiations, as well as other international 
conferences. Our abilities to accomplish these tasks must be measured in terms 
of the resources available to the Department 

We maintain diplomatic relations with some 76 countries, and at the time 
of my appointment a year ago, we had (exclusive of the International Informa 
tion and Technical Assistance personnel who have been separated by Reorganiza 
tion Plans 7 and 8) 25,9584 employees in Washington and throughout the world 
to accomplish our mission. We had some 277 diplomatic and consular offices, 

Today we have an overall staff of less than 20,000 employees, a reduction of 
over 6,000. This contraction has been accompanied by the closing of some 20 
verseas posts and by numerous improvements in organizations, practices and 
procedures. We plain to continue to make improvements in our operations when 
ever possible although we feel that even now we have a physical and opera 
tional plant as efficient as any department in the Government. However, the 
full impact of the personnel and fund reductions have not been balanced by 
these improvements and economies, thus placing greater pressure on staff in 
some instances and reducing service in others. 

What is our present capability in relation to our “service” responsi 
bilities? In spite of reduced st: affs, our visa workload increased from 
511,251 visa: issued in 1952 to 521,685 in 1953, and we estimate a 
further increase of 40,000 this year. Our requests for passports have 
increased to an all-time high of 416,563 in 1953 as compared with 
375,729 in 1952, and the increase is continuing during the current 
year. We had some 495,848 United States nationals—resident or 
transient—in foreign countries in 1953 as compared with 374.248 the 
previous year. [This is exclusive of Canada and South America. | 
Our responsibilities for the protection of these nationals have ex- 
panded proportionately. We have been forced to reduce our pro- 
gramed economic reporting by some 10 or 12 percent. You are all 
aware of the stepped-up impetus of eee travel and general 
congressional inquiries regarding the work of the Department. 
These factors, while in themselves are not overly burdensome, do call 
for action and place rather heavy demands on our staff. 

Now I do not cite these matters without recognizing that we must 
tailor our abilities to economic reality, and I do not propose that we 
exceed these limits. Our basic mission is the development, formula- 
tion, and accomplishment of foreign policy—these activities are 
inherently human endeavors and are not susceptible to precise me- 
chanical methods of fulfillment. I do believe we have reached the 
point beyond which we cannot feasibly retrench. I’m sure you have 
all been recipients of complaints about delays in visa, passport, or other 
service action which quite rightly irritate our citizens. We are doing 
our best under the circumstances. 

As regards the House action on our budget estimates, I would 
request particular attention of this committee to the reductions pro- 
posed in our language and area training, the abandonment of issuing 
the foreign relations volumes and the drastic reduction in our inter- 
national exchange programs. My sincere feelings in requesting 
restoration of these reductions have been transmitted to you by formal 
ommunication and by testimony previously presented by officers of 
the Department. 

PROPOSED HOUSE CUTS 


Chairman Brinces. I am sure the committee would like to have you 
give them a brief review of the international situation as you see it. 
It is of interest to the committee which has the responsibility of ap- 
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g funds for many purposes. We would appreciate it 
f you would give us your current views. 
Probab ly the committee would also like to ask some questions. 

Secretary Dutues. If I might first, Mr. Chairman, just comment 
on the proposed House cuts, there are satacipelly two items that 
worry us. Qne is the cut on this education exchange program from 
$15 million to $9 million. The other is the cut on salaries and expenses 
of $1,200,000. I think this international exchange program is one of 
the best and most important programs that we have. It is not, of 
course, practical for me to follow personally all the aspects of it, but 
I have the impression that it is well operated. Certainly that type of 
thing is of the utmost importance. The Soviet Communist world is 
getting the jump on us because they had long been doing this kind of 
thing in the sense of trying to indoctrinate the opinion-forming class. 
They have been working on that very intensively and have spent vast 
sums on it. They have made very considerable progress. They have 
taken a long-range view. What they started doing in this area some 
years ago is beginning to bear fruit now, somewhat to our discom- 
fiture. 

I do not think " isa preteen out of which you can expect to get im- 
mediate results, but is a program for the long term. It is extremely 
important, and I hope you will find it possible to reinstate the cut. 

Having said that, I would also like to say that I hope very much you 
will not reinstate the cut at the expense of the cut on salaries and ex- 
penses, which is even more important, I would say, to us, from the 
een of our operations. There has never been a time in Ameri 

‘an history when the State Department has had as much responsibility 
is It has at the present time in many countries of the world. The 
expense of conducting the cold-war operation, which from the stand- 
point of international relations largely falls upon the State Depart- 
ment, is very great. There is not a country in the world today that is 
not important. There is not a country in the world which is not the 
object of Soviet Communist efforts to undermine the existing govern 
ment to gain political, economic, and social advantages. 


propriating the 


U NDERSTAFFING 


I say to you frankly that the Department today in my opinion is 
understaffed. When I go about these different places—I have been 
to a good many in the last year or so—I find that the staff is working 
much too hard. There is too high a percentage of breakdowns. We 
took a very heavy cut last year. I think such cuts are salutary from 
time to time, but last year we took a cut amounting to upwards, I 
think, of 20 percent in our personnel which we cut from 26,000 to 
under 20,000. I am not now taking into account those that were on 
the information activities and the technical assistance work which 
were transferred by reorganization to other agencies, but I am inchuid- 
ing those for whose services we are reimbursed. When you figure 
on roughly a 20 percent cut, and you consider the bumpings that 
are involved under the present civil service regulations, that means 
that approximately 80 percent of our personnel have either been 
changed or displaced or moved or been threatened by it. That is 
quite a difficult thing to absorb without disrupting the morale. 


54 a ’; 
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I think it was done under all existing circumstances well and with- 
out any serious loss, but if we have to go on with that sort of thing, 
I would not be able to guarantee you th: at the morale and the working 
quality and spirit of ‘the organization will be retained to a degree 
necessary under the present difficult political conditions. 


PUBLISHING OF FOREIGN RELATIONS VOLUMES 


As you know, one of the thing we want to do, which is cut out 
here, is the bringing up to date of the volumes of the foreign rela- 
tions of the United States. We are now 18 years behind. It is im- 
portant to do that not merely for the benefit of professors and students 
at colleges, but also it brings to light and to public access information 
which is quite relevant to the conformation of public opinion today, 


SITUATION IN INDOCHINA 


Having said those things, Mr. Chairman, I will respond to your 
suggestion of a brief review of the situation. Of course, the most 
critical aspect of the matter is the situation in Indochina. That has 
been a situation which has caused or should have caused concern for 
quite a few years after the French were ousted by the Japanese and 
then the Japanese were defeated. The French were, with United 
States help, put back in there in 1945-46. They were not welcomed 
back. Indeed, there was a quite strong opposition to their going back 
and some considerable bloodshed. 

At that time Ho Chi Minh took the leadership of what was ostensibly 
and to some considerable extent actually an independence movement. 
Ho Chi Minh was himself a Communist who had been indoctrinated 
and trained in Moscow and who had been with Borodin when Borodin 
was sent to China to organize the Chinese Communist Party. He 
used as the Communists do use the anticolonial line, to try to get the 
control of these countries. 

That struggle went on from1946 to the present time. When I first 
had to deal with it, I emphasized two aspects covering the matter. 
The first was getting the French to make a clear-cut declaration of 
independence for the area, and second was a greater concentration 
upon the training of the indigenous forces. 

The two things are related because you cannot expect indigenous 
forces to be effective soldiers unless they feel they have a measure of 
independence for which to fight. 


NAVARRE PLAN 


On July 3 of last year, the French did issue a so-called declaration 
of independence for the area, and then they went on and in Septem- 
ber adopted the Navarre plan which was designed to try to hold the 
situation during the current fighting season, and in the meanwhile 
to develop the indigenous forces so that they would be able to take 
on the main burden of the fighting during the 1954-55 fighting season, 
that is, a year from now. 

As I say, the independence aspect of that matter has been pretty 
well implemented. While there is a good deal of suspicion that at- 
tends the various treaties and all that have been signed, I have ex- 
amined them or had them examined, and I would say that the French 
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have really carried out their declaration of independence. This seems 
to be accepted pretty much by the representatives of the Associated 
States with whom I have talked about the matter in Paris and I have 
talked to others. 

As far as the Navarre plan is concerned, that has been considerably 
thrown out of kilter as a result primarily of the developments which 
occurred within France itself, where there has been a decreasing will 
to carry on the struggle which is now in its eighth year 


BERLIN CONFERENCE 


When I was at the Berlin Conference dealing with the unification 
of Germany, and the liberation of Austria last January and February, 
the French delegation insisted that they would have to call a con- 
ference to establish peace, if possible, in Indochina. I warned Bidault 
at the time that if they did have a peace conference, it undoubtedly 
would lead to very extreme efforts on the part of Communist forces 
to try to win a military victory which would have big political con- 
sequences between that time and the prospective conference at Geneva. 

The French military people knew what was likely to happen and 
felt they were able to cope with the situation. However, I think the 
Freneh intelligence underestimated considerably the amount of 
Chinese aid that had been surreptitiously brought into Indochina, and 
given to Ho Chi Minh. When they started to surround and to attack 
the Dien Bien Phu fortress that was initially welcomed very much 
by the French. That was just what they wanted. “We finally have 
them in open battle.” They felt that they could destroy them and 


eventually repulse them. However, the attackers turned up with 
considerably more in the way of fairly heavy artillery and antiair- 
craft guns ‘than the French intelligence estimated, and by concen- 
tr ating their forces up to the number of about 50,000 probably, and 
with the aid of artillery which they lodged on the hills, they eventu- 
ally created the situation which after some 2 months led to the sub- 
mergence, so-called, of Dien Bien Phu. 


FALL OF DIEN BIEN PHU 


The fall of Dien Bien Phu has further changed even the will of the 
French people and the French Parliament to carry on the struggle. 
The present Government, represented by Laniel and Bidault is, I 
think, determined to carry on, recognizing that the alternative is noth- 
ing less than the capitulation, which would be a mark all over the world 
of the decline of France from the role of a great power. However, the 
popaias sentiment in favor of a peace at almost any price is so great in 

“rance that there is a considerable chance that it will prevail. The 
Government, as you know, was sustained by two votes last Friday, I 
think it was. 

I am afraid the vote does not represent any real shift in the opinion 
of the French people or parliament in favor of a willingness to go on 
fighting. 

Immediately following the Berlin Conference, and anticipating 
that the Communists would concentrate all their efforts to ac hieve 
what would enable them to gain a political victory at Geneva, I tried 
to organize some counterbalance to throw into the scales in the form 
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of a possible regional defense of the area which would embrace the 
| Sole 
countries that were directly involved. 


REGIONAL DEFENSE 


Senator Maysank. Mr. Secretary, do you mind if I ask you a 
question ¢ 

Secretary Dutims. No, sir. 

Senator Mayrank. Who is going to cooperate on the regional de 
fense of the area’ Jam in thorough agreement with what I have read, 
but I am curious to know. 

Secretary Duties. The countries which we initially had in mind 
were the three Associated States themselves, Thailand, the Philip- 
pines, Australia, New Zealand, France, United Kingdom, and the 
United States. 

Senator Maysank. You said originally. They are still in your 
mind, too? ; 


Secretary Duties. Yes. 
FIGHT OF LOCAL PEOPLE FOR INDEPENDENCE 


Senator Cuavez. But, Mr. Secretary, they are all outsiders. What 
about the local people? What are they going to do about it? What 
are they fighting for? 

Secretary Duties. I mentioned the three Associated States of Viet 
Nam, Laos, and Cambodia, which have very substantial trained forces, 

Senator Cuavez. What will they fight for? 

Secretary Duties. They will fight for their independence. 

Senator Cuavez, Is that the idea that we have in mind? I agree 
with everything you say here. We must promote and further, 
through diplomatic channels, all of the international programs of 
this Government, political, economic, military, intelligence, and 
information. 

Secretary Duties. Laos has concluded a treaty of independence 
with France. A treaty of independence has been negotiated with 
Vietnam, which has been completed as far as the political terms 
are concerned, and which has only not been signed because there are 
some economic features still to be worked out. In the case of Cam- 
bodia, there is no actual treaty, but in fact Cambodia has been given 
independence. 


EKCONOMICS OF AREA 


Senator CHavez. Is she independent economically ? 

Secretary Duitrs. Yes. Cambodia includes one of the big rice 
areas. These countries can all exist economically. Of course, they 
have economic ties with France in the sense that their business houses, 
their channels of trade, and so forth, have been made with the French. 
There is no desire to break those any more than there was a desire to 
break them in the case of India. Probably those channels will con- 
tinue on and new ones will be made. 

But from the standpoint of their balance of payments, their pro- 
ductivity, these countries—in fact, all of the countries of that area— 
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are on the plus side from the standpoint of economics. Malaya is the 
biggest dollar earner for the United Kingdom. Indonesia is a coun 
try which is also rich; most of these countries have sufficient resources 
so they can get along economically. 

Senator Cruavez. That is the point I would like to make. It seems 
to me that Burma and India are doing better for England now than 
under the old system. I think that would apply to, say, for instance, 
Indochina, Cambodia, and the other countries, that they could do 
better if they would only treat the people halfway decently, both 
economically and politically. Is that the idea that we have in mind ¢ 

Secretary Duties. That is our idea very much. 


WHEN INDEPENDENCE WILL BE GRANTED 


Senator Magnuson. Is there a day certain for their independence 
in their proposals now, or is it just sort of vague ¢ 

Secretary DULLEs. No: that will come about as soon as these treaties 
are ratified. 

Senator Macnvuson. But they do not have a day certain like we did 
in the Philippines, that on a certain day in the future, you will become 
independent ¢ 

Secretary Duties. No. They become independent at once as soon 
as the treaty comes into force. 

Senator Magnuson. In other words, as soon as they sign it? 

Secretary Duties. Certainly it has to be ratified on both sides. 

Senator Magnuson. Yes, but there is no future date set. 

Secretary DuLLEs. No, they do not need a future date, because it is 
operative at once. 

Senator Green. Mr. Secretary, is not it fundamental in all this 
whole planning that the people of these countries understand they 
have their independence ¢ 

Secretary Duis. Yes. 

Senator Green. They have been promised and promised and 
promised so often and for so long a time that they do not consider 
themselves independent, and they are still fighting for independence. 


IMPLEMENTATION OF TREATIES 


Secretary Duties. The greatest difficulty is to translate these 
treaties and like arrangements which in terms are quite adequate ito 
the feelings, the consciousness of the people. A document which is 
signed in Paris is not automatically a living thing for the peoples of 
the country who have been living for a long time under colonial 
conditions. 

Senator Green. Is that document anything more than a promise 
that something will be done in the future ¢ 

Secretary Duties. It is operative as well. 

Senator ELLenper. Mr. Secretary, a moment ago you were dis- 
cussing the so-called Navarre plan. As I recall the conferees agreed 
to go along with the recommendations of the administration to pay 
more of the cost of carrying on the war in Indochina. I think we 
are paying about 80 percent of it. Would you mind telling us what 
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representations were made by France or by anybody else that caused 
us to agree to raise our ante, as it was, to support this war in Indo- 
china ? 


TRAINING OF NATIVES 


Secretary Duties. Yes. They undertook an intensified training of 
the native peoples. In fact, they did so. 

Senator ELtenper. Evidently it has failed, has it not? 

Secretary Dues. I do not know that it has failed. 

(Discussion off the record.) 

Senator Cuavez. That was the military. I am talking about the 
local feeling of people who did not want to participate in the affairs 
of life even if they had peace. Why did they not participate? The 
other was military. Whether it was Communists, and I think it was 
Communists all right, they sent in the military. That was power of 
might. But in the meantime the local people were cooperating with 
the opposition to bring that about. 

Secretary Duties. You have had a division there which goes back 
to 1946, as I pointed out, when the French went back there following 
the ousting of the Japanese in 1945. 

Chairman Brivces. Mr. Secretary, we will have to interrupt. They 
are going to call for a quorum upstairs. Perhaps we ought to recess 
for 5 minutes while we go up and check in. 


(Brief recess. ) 


PLAN FOR REGIONAL DEFENSE 


Senator Ropertson. Mr. Secretary, I would like to ask several 
question about the plan for regional defense, if it should be worked 
out. 

You enumerated the nations that would be in it, and from that I 
assume it would not be a United Nations action. 

Secretary Duties. We would hope and expect, and indeed have 
stipulated, that the United Nations would take some action as an 
organization in relations to this matter. I do not think that it is 
probably practical to get it organized on the initiative of the United 
Nations. 

(Discussion off the record.) 

Senator Roserrson. General Van Fleet testified that after he trained 
the South Korean troops, he said he would just as soon have a South 
Korean battalion on the front line as one from any other country, and 
they made splendid troops. 

Would it not be senile, if they have the will for freedom and the 

‘ll to fight, to do as well with these other orientals ? 

Secretary Duxues. It would be. 


COST OF TRAINING A DIVISION 


Senator Roperrson. General Van Fleet says it is a cost of $250 
million for the training and arming of an American division, and 
send it to Korea, as against $19 million for a South Korean division, 
indicating the great difference in expense. 

Senator Sarronstatu. Mr. Chairman, is the meeting open to general 
questioning ? 
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Senator Frereuson (presiding). Yes. 

Senator Roperrson. May I finish, first? 

Senator SALTONSTALL. Yes. 

Senator Maysank. The Secretary did not agree that you could do 
this with South Korean divisions as against ‘Ameri ican, because the 
main cost of the division is its artillery, its shells and so forth. You 

can train a South Korean division for 10 percent of what we pay for 

an American division, but the munitions of war cost just the same. 
That is what is misunderstood in this article that was written in 
the paper. 

Secretary Duuies. I did not understand the question. 

Senator Roserrson. I mean arming and training an infantry divi- 
sion; I did not say about the artillery. division or the tank division or 
the airplanes. I was speaking about the man that is fighting on foot 
with a rifle and machinegun. 

Senator Know.anp. Mr. Chairman, right at that point, if I might 
interject, I think Senator Robertson is correct, because I have heard 
the testimony on several occasions that you could get roughly 8 to 10 
Korean divisions for the cost of 1 American division. 

Senator Maynank. But not the munitions. 

Senator Knowianp. No, but they explained that in several ways. 
One is the troop pay, which is a fraction of ours, and secondly, you do 
not have all the GI benefits and recurring costs that we have in this 
country. You do not have the PX’s and the same logistical support 
that we have for our troops. 

Senator Rogerrson. You have more that is important behind the 
lines than you have at the front lines. That is not true of the others. 

(Discussion off the record.) 


COST OF TROOP FERRY TO DIEN BIEN PHU 


Senator Roperrson. Just one other question. What did it cost for 
us to ferry paratroopers and the other special troopers to relief Dien 
Bien Phu because our friend Nehru said we cannot cross India? 

Secretary Duties. I do not know what the breakdown of that would 
be. I would say in addition to this $785 million which was appro- 
priated, there has been a very substantial expenditure in terms of 
military equipment and planes that had been leased and used in such 
ways as you estimate, and probably the total cost of that is running 
around something like $400 million a year at the present time. So 
you have a total ‘probably of $1.2 billion or something like that. 

Senator Roperrson. I know, but this initial expense was borne by 
the Air Force. They had to furnish the planes, and buy the gas and 
furnish the equipment and men. Will they be reimbursed from the 

appropriation for aid to France for the Indochina war, or how will 
the »y be paid. Somebody is going to get the bill from the Air Force, 
because we did not put that in their ‘budget. That is going to be a 
very substantial amount, I understand. 

Secretary Dutues. I do not know how it is being absorbed in the 
present defense budget. Of course, planes have to fly, carriers have 
to be somewhere, and I doubt whether that particular item you men- 
tion will amount to any substantial extra cost. 
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SUFFICIENCY OF APPROPRIATIONS 


Senator SauronsraLL. Mr. Chairman, might I ask Mr. Dulles three 
questions on a completely different subject, but perhaps more up the 
alley of this Appropriations Committee right now. 

You note here that you have 6,000 less employees than you had 
before. That is question No. 

Question No. 2, I heard you make the statement that where the 
Chinese Communists were going to Geneva with 2 full hotels or some 
very enormous number, we had to take 1 floor on 1 hotel or something 
of that character, very much reduced. That is my second question. 

Is there enough money for that sort of thing, and have you got 
enough money to take over sufficient staff when you do these very 
complicated international problems. 

My third question is, from being on this committee for some time 
and the subcommittee, have the foreign posts enough money today to 
proper ly carry out their duties for entert: ainme nt and that sort of 
thing, o1 dol sit have to come out of the men’s poe ‘kets. 

There are three questions. I would be particularly interested 
ill three, and I would like to hear your answers. 


REDUCTION IN POSITIONS 


Secretary Duties. In my opinion, Senator, this cut of approxi 
mately a little over 6,000, having to occur within a year, and under 
the restrictions which apply as a result of the civil service, Foreign 
Service and veterans preference regulations, was too much to be 


absorbed in that period of time. 

\s I mentioned, with the bumpings and so forth, for every person 
dismissed, approximately four persons get displaced. So you get. toa 
total of 80 percent of the entire personnel of the State Department 
was either displaced or threatened with displacement, or actually 
removed. That is a terrific burden against the morale of the 
organization. 

I think myself if we had in the past a selective reduction we could 
have absorbed this reduction of 6.000 without much trouble. . Not 
having the capacity of selective reduction, the problem of absorbing 
1S More diffic ult, because we are not able to get rid of the people who 

» less competent and keep the more competent. AIl we can do is 
to ‘mil jobs, and then the person in that job displaces somebody else. 
So we never know when we start out to reduce who the end victim 
of the reduction is going to be. We have no selectivity in that matter 
at all. 

I would say that if there is any further reduction this year, it will 
be extremely damaging. I think we can get along as we are if we 
have time to adjust to it and make some further transfers around, 

ind increase our efficiency. 


STAFFING OFFICES ABROAD 


As far as our staffs are concerned, and particularly when you have 
to meet. emergency situations, I think that we are understaffed in the 
sense, for instance, the clerical staff has been cut down very much. 
In London I was told when I was there a month or two ago that the 








U 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 2137 


top political officers only have 1 secretary for every 2 or 3 of them, or 
something like that. 

Senator SavTonstaL.. That is in our Embassy / 

Secretary Duties. That is in our Embassy in London. There is a 
terrific clamor, I find, for more secretaries without which the top 
eople are much less efficient than they would otherwise be. 

[t is very difficult to accumulate the staff that we need for these 
couferences, because at every post we are extremely thin. 

When it come to our Berlin Conference, the feature of the dealing 
with Austria, we were extremely hard put, too, because we had to pull 
off our top fellow and send him to London to carry on their Trieste 
negotiation. He was the only high level negotiator we could find to 
negotiate about Trieste. 

In order to organize this conference at Geneva, I pulled away 
Johnson, our Ambassador in Prague, who previously had been work- 
ng on Korea, and like matters, and was qualified. But our Embassy 
there is at a very low staffed level, and when he goes away, it is very 
thin. 

We are operating on a basis which I think is dangerously low in 
view of the sudden responsibilities that get thrown first on one place 
and then another. These situations develop suddenly almost over 
the world. When they have to absorb these sudden situations, they 
tend to break down because they are not adequately staffed. 

I recognize that if you are going to be adequately staffed to meet 
crises you may be some ‘what overstaffed to meet normal conditions, but 
the problem tod: ay is that the crisis is almost normal in most of these 
countries of the world. I do not think we are adequately staffed from 
that standpoint. 
lo try to cover your third inquiry : 

Senator SALTONSTALL. My second question was also e Xpenses. 


SUPPLEMENTAL FOR GENEVA CONFERENCE 


Secretary Duties. I was going also to that. That is, such as the 
Geneva Conference and the like. We had to come back and get a sup 
plemental on that because we absolutely just had no money for it. We 
operated on a very austere basis. I do not mind operating on an 
austere basis, and I am perfectly glad myself to do it. The representa- 
tives, the forei 10N ministers of Fr ance, United Kingdom, the Soviet 
Union, and the C ommunis st Chinese, they all lived in villas on the shore 
of the lake where they had big staffs, where they could entertain and 
bring peop le in. Thadasmall hotel room. TI do not mind for myself. 
{ would just as soon live in a hotel room as in a villa, because it is 
| robably warmer, because the village was kind ot cold, but from the 
standpoint of being able to do some of the entertaining and carry on 
external discussions— 

Senator SALTONSTALL. How about prestige ‘ ( 

Secretary Duties. Which is extremely important, more is done if 
you get somebody in informally at tea or cocktails than at the actual 
conference table. We feel we are very short on that. When it comes 
to sending cables, I personally spend much of my time in going over 
the cables that come to my desk to scratch out words here and there 
to save a few dollars on every cable. It may be the best use of my 
time to try to save money by cutting words out of cables, but if that 
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is the best use of my time, then there ought to be somebody else whose 
time is more valuable as Secretary of State. But I think I have to 
do that not only for the actual saving itself, but to set an example 
along the line, because we have to be sparing in our cable cost. Some- 
times we make a saving which obviously is detrimental to the interests 
of the United States. 


ATOMIC ENERGY SPEECH OF THE PRESIDENT 


When the President made his atomic energy speec ‘+h of December § 
before the United States, I had the question whether I should cable the 
full text of it to Moscow or only parts of it. In orde1 to save money 
I decided we better cable parts of it. Tle result was that the Commu- 
nists used that as a pretext for only printing in their papers the parts 
which we had cabled, and much of the most effective propaganda stuff 
was left off. When they published the full reply which was made by 
Malenkov a few days later, and when we objected to them that they 
only published a part of the speech of Eisenhower, and all the speech 
of the other fellow, they said that is the only part you sent us. So that 
type of thing, I think, considering the gravity of the times and the 
responsibilities we carry, we have to be unduly conscious of money and 
I can think we should have a little bit more. 


EFFECT OF SHORTAGES OF AVAILABLE FUNDS 


Senator SaLToNsTau.. Is it true—and again if my memory is cor- 
rect, I heard you say once that you had to go to Berlin in January 
without any advisers on the Far Eastern question because of lack of 
eash. 

Secretary Duties. That is correct. 

Senator SatronstaLy. Could you elaborate ? 

Secretary Duties. We were not certain that the Far Eastern matter 
would come up as it did. We knew it might come up, but we did not 
fully appreciate the French position until we got there. The result 
was that we were caught short-handed, It costs money to be fully 
prepared. I might have taken along some people, and then this Indo- 
china business might not have come up at all, and that would have 
looked like a waste of money. Asa result, we did not take them along, 
it did come up, and I was embarrassed because I did not have the 
people who knew the China situation. 

Senator Cuavez. Mr. Secretary, I think your statement is correct. 
[ feel that you are understaffed in the Fereign Service—not in Wash- 
ington—but in the Foreign Service I believe you are very much under- 
staffed. I think this matter of entertainment is also important. If 
these different countries can afford so much money for entertainment, 
why is it necessary for this committee to give them some foreign aid 
for some other things? 

Secretary Duties. Let me say first that we are not giving any 
foreign aid either to the Soviet Union or Communist (¢ ‘hina. 

Senator Cuavez. I am talking about so-called allies. 

Secretary Dutxes. I have just mentioned the fact that they think 
it is well worthwhile to spend money for this purpose. 

Senator Cuavez. I do, too. I think it is necessary. I think we 
have been a little chinchy with our own folks. I think we have. We 
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appropriate lots of money around here both for military aid and other 
classes of aid to our allies. 
Secretary Duties. Out of their relative poverty they think it is 
6 worthwhile to spend some of their money for this purpose. Whether 
they are right or wrong is another matter. It is extremely difficult. 
Let me say we do not appropriate any economic aid, as such, to 
either the United Kingdom or France at the present time. We have 
offshore-procurement programs where we buy things that we want. 
We give military aid. We are giving quite a lot of aid, as I pointed 
out, into Indochina. But to attach as a condition to that just how 
Mr. Eden should live in Geneva and Mr. Bidault should live, would, 
| think, be looked upon as a little bit too much of an exercise of our 
udement over theirs in matters of this sort. They do not spend 
noney in this way because they are extravagant, because in many other 
respects in their restrictions on travel, not allowing their people to 
spend dollars and things of that sort, they are extremely careful. 
But they do think that this is a way to spend money in which they 
will get more advantage than in some other way. ‘They may be right. 




































ENTERTAINMENT ALLOWANCES 


Senator Savronstauu. There is just one other question, Mr. Secre 

tary, whieh is a small matter, but it has always bothered me. Do we 
ut the entertainment allowances of some of our lower posts, like 

consulate posts and under secretaries, and so on, in these offices, so that 
they cannot properly carry out their duties in entertainment, dinners, 
and so forth? 

Secretary Duties. Yes. It is again a case of these unexpected situ- 
ations that arise. You take Ambassador Heath at Saigon, normally 
a rather small entertainment allowance is enough. But all of a sud 
den Saigon becomes a center of world act ivity, and people travel there 
from all quarters of the world, including Members of Congress, and 
he has to spend money for them. He has been very hard put to be- 
cause it has more than exhausted his expense account. There was 
some talk about it. I asked to see if we could find some money from 
somewhere to help him out, because he was improperly burdened with 
the cost of entertainment resulting from the fact that his post all of 
a sudden became one which attracted many important visitors. 


RESTORATION OF HOUSE CUT 


Senator Smrru of New Jersey. Some of the staff are in the same 
position. McClintock told me that he had to kick in and help pay the 
expenses, because he had a little income. 

Do I understand that the House cut this salary account by $1,200,000 ? 

Secretary Duties. Yes. 

Senator Smrru of New Jersey. Would the restoration of that be 
enough to cover the very important matters you bring to our attention ? 

Secretary Duties. No, it would not, but we could get along. 

Senator Maypank. Mr. Secretary, what do you think you should 
have ? 

Secretary Duties. I believe that if you will restore that 

Senator Frrevson. Did that actually cover personnel ? 
Secretary Duties. Yes. 
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Senator Mayeank. I have to go, and I want to help the Secretary 
f lean. I want to say they have been cut too much, and I want to 

help. I want to know what the Secretary thought would be sufficient 
before I leave. 

Secretary Duties. All that I can ask for is a restoration of those 
cuts. I do not think that is enough, but I will have to say this. We 
were substantially cut—— 

Senator Maynank. Mr. Secretary, you tell us, and it will be on the 
record, what,do you think you need. You might not get it. I do not 
suggest that. 

Secretary Duties. I cannot do it as a matter of discipline. 

Senator Maysank. You should not be disciplined. 

Secretary Duties. We have to first—— 

Senator Maysank. Mr. Secretary, you are the Secretary of State. 
Secretary Duties. We have to go to the Bureau of the Budget. 
Senator Mayrank. That is all right. 

Secretary Duties. We were cut by the Bureau of the Budget very 
arply. I think much too sharply. 

Senator Maysank. How much did they cut you? 

Secretary Duties. I cannot honorably say. 

Senator Maypank. I would not ask you to do anything 

Senator SALTONSTALL. Suppose we vote to put you under oath. 
Senator Maypank. I do think if the Secretary would let us know, 
or he might let the distinguished majority leader know, that he was 
badly cut before he ever came to the House that makes a lot of differ- 
ence in my mind. We had it up here when the budget has done that. 
Thank you. 





PUBLICATION OF DIPLOMATIC PAPERS 


Senator Know.anp. Mr. Chairman, in addition to the item the 
Secretary has been talking about, there is another item that I have 
taken up with the chairman of this committee, ind I think the House 
nadvertently has done a great deal of damage. That is the slowing 
down or cutting out of the publication of our diplomatic papers, 
h are away behind times now. 

Senator Frrevson. The Secretary covered that. 

Senator Know.anp. Yes. I think that ought to be given some 
prompt attention. 

Senator Green. I thought we took that up at an earlier meeting 
and agreed to restore it 

Senator Cuavez. The House side cut it out completely. 

Senator KNowLanp. We are going to have a conference problem 
with the House, and I hope among the House conferees that we can 
do a little work on it. 

Senator Maypank. Will the Senator yield for a moment? The 
distinguished Secretary of State was reduced by the budget, which 
he does not care to discuss, which is his prerogative, before the House 
ever cut them. What I am trying to get in the record is that he 
asked for a whole lot more money, as I judge, than what he got from 
the House after the budget had already cut him. Is that right, sir? 

Secretary Duties. That is right. 

Senator Maypank. That is an importnat thing. After all, you 
are the Secretary of State in Geneva, and I respect you and not the 
Director of the Budget. 


j 
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Seeretary Duties. Thank you. 

Senator Green. May I ask if that could be divided into two parts. 
I understood that the request for this appropriation for these 18 years 
of volumes—— 

Secretary Duties. We are behind 18 years. 

Senator Green. Yes, but that the number of volumes pet year has 
vastly increased, and there was a suggestion that if a part of that 
appropriation could be mace to bring about for about half the time- 

I think that is what we agreed to, and it was passed, and it went to the 
House, was it not? 

Senator Frerauson. The Chair does not know. I am not familiar 
vith whether that passed or not. 

Senator Green. There was a distinction made of two classes of 
volumes. One was about correspondence of the previous volumes, and 
these were so great that they could be cut down to the same amount of 
material given, not in extent, but in kind, as had been previously 
published. 

Mir. Witeer. I believe it was testified previously that we were going 
to make a thorough study of that to the extent that you would have a 
coordinated and complete picture. But funds were bey propriated last 
year which would permit us to get back to a 10-year period within 4 

ears. The House cut out all of those funds, so that actu: illy we would 
publish none under the House bill. 

Senator KNow.Lanp. | do not think we ought - have an abbreviated 
historical document. If they are going to be of value to historians, 
they should be our complete diplomatic period up to the time what 
ever you feel is necessary to the relationship of other countries. They 

hoak | not be brought back to next year, but up to as far as possible. 

Senator Roperrson. The last book they put out was about the fall 
of Hitler. l was re ading a book about C ongressmanh Stevens of Vir 
yinia, and he got appointed as Minister of London, and during that 
tune Jackson was having a real fight with ree Stevens wrote a 
letter to a lord or some ‘body ; as soon as he wrote it, his letter came here, 
the lord answered, and as soon as he got there, both papers were pub 
lished, and everybody was saying whether Stevens was right o1 
whether Jackson was right, and they knew what was going on. 

The last book on the fall of Hitler was not it? Who wants to read 
about that. 

Mr. Morron. We are not up that far up to date. It might have 
been the rise of Hitler. 

Senator Rozertson. Who wants to read 15 or so years ago. The 
public is not interested. But what the distinguished Secretary said 
at Geneva, and what somebody said to him would make good re ading. 

Senator Frreuson. Mr. Secretary, what is your answer ? 

Secretary Dunues. I would say in answer to the question “who 
wants to read about that?” IL would say I for one do want to read about 
it. Lean put that to good use right today. Today I have found it 
extremely useful, for example, to point out some of the things that 
happened in 1931, 1932 when Japan was first beginning its aggression 
in Manehuria, and when we asked the British to come along. Then 
Mr. Stimson was Secretary of State, and there was a very close 
parallel with the British counterpart. There was a close parallel on 
which I could draw. I would like to know more than I know now as a 
matter of recollection as to the events that took place in 19389 and 
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1940 in France when there was a considerable parallelism to what is 
going on at the present time. 

Senator Rosertson. I thought your fine career men would have that 
at their fingertips, and you would have a conference there and they 
would bring you up to date. You have the record there, and the career 
men there, ‘and you have to get the man that handles Ww estern Europe 
and ask him what the score is. 


HOUSE COMMITTEE COMMENT 


Senator Frrcuson. That is all stored until you get it printed and 
in these documents. Then it is indexed and properly available. I 
would like to hear in the record what the House said: 

No funds are recommended for either the compilation or the printing of a 


foreign relations volume. This presents a reduction of $112,000 in printing and 
reproductions and $115,280 in personnel costs. 


SENATE COMMITTEE COMMENT 


Last year we in our report said: 


It. is the sense of the committee that the Department allocate sufficient funds 
from the appropriation, salaries and expenses, 1954, to provide the necessary 
personnel and other related expenses essential to start reducing the back- 
log in collecting and publishing the vitally important foreign relations volumes. 
The Department estimates that this work will be accomplished in about 4 years. 

I share the views with the Senator from California that we should 
not skeletonize these volumes. We ought to have a rather complete, in 
fact a complete history of our foreign relations. 

Senator Cuavez. I think so, 

Secretary Duties. Mr. Chairman, if I can comment, if you give any- 
body the responsibility of selecting, you give that person the real 
responsibility for making his interpretation of history. The person 
who selected it is the person who makes the decisive record. 

Senator Frrauson. And s6metimes that is dangerous. 

Secretary Duties. By picking a certain type of person you get one 
result, and with another type of person you have another result, as 
long as you give him the responsibility of picking and choosing be- 
tween these documents which shall be published. 

Senator Cuavez. I think that the basic question that was asked 
of you, Mr. Secretary, was by Senator Maybank. While it is true 
that you have to pay attention and consider Budget recommendations, 
after all it is Congress that has to appropriate money to make you 

carry out your duties the w ay you should. So, hence, ‘when he asked 
you what is it that you need, I think that was only a fair question. 
I know that in many instances you are understaffed. This proposi- 
tion of representation for example, I have had it from consuls gen- 
eral and even members that for every $3 they spend they are lucky 
to get $1 back, and that is not right. Yes, it is not right. But how 
are we to decide what is to be done unless we get the information? 
What do you need? That is the question before the committee, and 
not what the Budget Bureau says. It is all right for them to recom- 
mend and give counsel, but we are the ones to pass on this. 

Senator Green. Just one word more, Mr. Chairman. As I re- 
member the discussion over the very subject of catching up on the 
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backlog of publications, everybody agreed it should be caught up, 
and they should be published, but it was thought advisable to pub- 
lish them by degrees and catch up so that in 4 years we will have caught 
up entirely. That it was too large an aggregation of work for any 
1 year anyhow. The whole compilation calls for a good deal of 
work. It would be better to have the same people work on it for 
years rather than to get 4 times as many people working on it i. 
| year, 

‘Senator Roserrson. Senator Green, I was not challenging the 
fundamental issue of publishing. What I was saying, why should 
we stay 10 years before, and who would vead it by somebody in the 
State De _partment when some new emergency arose, and they could 
remind some nation what was wrong before. 

Senator Tuy. Mr. Chairman, if I could be recognized ? 

Senator Frrauson. The Senator from Minnesota. 

Senator Ture. I would say that this Nation should not be put in 
the position that it does not keep its historians engaged in compiling 
and printing the proper records concerning history recordings. For 
that reason, the necessary appropriation should be made. 


DIGNITY OF AMERICAN REPRESENTATIVES 


Secondly, I think it is unbecoming the dignity of this Nation here 
if we are unable to have a proper presentation of our State Depart- 
ment in conferences internationally such as at Geneva, Paris, and any 
place else. If this Nation ever gets to such a position that we cannot 
afford to properly finance the Secretary of State in his conferences 
internationally, then we better take a good examination of what we 
are doing elsewhere in our expenditures. 

Thirdly, I think our embassies should have sufficient funds to meet 
the necessities that go with one of those Embassy offices. 


RUSSIAN EXHIBIT AT BANGKOK 


While I am privileged to make these few comments, I would like to 
call to the attention of this body, including the Secretary, that we 
as a nation have failed in this respect, that we have not made a proper 
presentation where international affairs are exhibited. In Thailand, 

Bangkok last fall, in December, the Russians had an exhibit that 
was magnificent in the oriental world, both in the appearance of the 
building and the machines and type of equipment and their display 
of music, culture, and the instruments that was most impressive to the 
oriental mind. We had nothing to speak of. We would have been 
better off if we had not even been present than to have been showing 
what we were showing in comparison with what the Russians and 
Japanese were showing. 

Secondly, a similar exhibit was conducted recently in Italy, and 
again the Russians and the foreigners outdid in just plain American 
language what we, the Americans, were doing at those exhibits. Here 
is where the oriental mind frames an opinion of whether we are the 
important, strong nation that they had always known us, or that we 
had been reported to them to be, and we are not measuring up. I 
think we had better take a good look at this entire question and make 
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a determination that we have much to do diplomatically to win the 
attention and respect of the Orient, and the oriental mind. That is 
my feeling and my conviction. 


METHOD OF EXPENDING RELIEF FUNDS 


Senator Kiveorr. Incidentally, Mr. Chairman, on the same line, 
when we send relief to those countries, we all too frequently turn it 
over to the local government to administer for us and we get nocredit. 
On the other hand, if Russia sends in a sack of flour, they send it in 
with a brass band and a big sign on it. 

Another item that Senator Chavez remembers, which has nothing 
to do with the State Department, the leader among the labor people 

Chile, who was fighting communism in the units—and they are 
making a terrific effort to infiltrate the unions in South America- 


we have one leader in Chile. In 1 year they took 23 to Moscow and 
gave them indoctrination courses. The same is true in Peru. | 


think we are saving at the pike and wasting at the bottom hole all 
too often in not getting our own selling force in. 

Senator CHavez. Pardon me. Less than 3 months ago in Mexico 
City for 14 weeks Germany had an exhibition there at the National 
University of Mexico of every kind of industrial machine or equip 
ment. 

REDUCTION IN APPROPRIATION 


Senator SarronsraLy. Mr. Chairman, Mr. Dulles, I would lke to 
get this following up what | asked you and what Senator Maybank 
asked. As I read the figures—and I would like to get your expres 

ion on them through the help of your assist: ants—the House cut you 

from 1953 on salarmes and eXpenses —and that is what I am talking 
about—$11.300,000. In other words, the appropriation in 1953 to 
what the House has now allowed you in 1955 is a cut of $11,800,000. 
From 1954 to what the House allowed, including the supplemental of 
$900,000, was a cut of $4,345,000. There was a cut by the Budget 
Director from 1954 of $3.1 15,000. So that if you get the restoration 
of $1,200,000, which is the full amount of the budget of 1955, you are 
still going to be $3,145,000 under what you were allowed with the 
supplemental budget for 1954. 

My question is, Can you get along with that? Do we have to put 
you under oath to have you say what you really need or would you 
say to us, if we restore that $1,200, OOO, that you are going to get along 
and have enough or would you honestly like more? I agree with what 
Senator Thye said, if I may add this one thing: Whether you like it or 
not because of the cold to have the Secre om of State slee p in a hotel 
room, Whereas all the people he has to deal with have villas on Lake 
Geneva, does not seem to me to give us oe prestige that we ought to 
have in such a conference. 

Would you be willing to answer that and make a comment on that 
statement’ Are you satisfied with $1,200,000 ? 


NEED FOR EMERGENCY FUND 
Secretary Duties. Under the President’s budget, I must. be satis- 


fied with $1,200,000. Of course, ideally, what I like would be a little 
more money from the committee in the way of an emergency fund 
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that I could use for any purpose, where and when it is needed. The 
ereat trouble today is that these emergencies pop up unexpectedly all 
around the globe. 

Senator Frravson. Would a transfer do the job? 

Senator Kintcorr. Is not that the most economical way to get 
through the emergencies, if you have a little “kitty” that you can draw 
on in an emergency! Is not that the best econcmy rather than to 
try to overstaff to take care of anything that arises ¢ 

Secretary Duxues. If all of a sudden Saigon becomes a place where 
very heavy burden is thrown upon our sts aft there, 1 would rather have 
money which I can allocate for their expense account, and so forth, 
there, rather than raise the expense accounts all across the board. y 
you raise it all across the board, you are going to waste some of 
If you have a kitty which you can draw on for these purposes, it is 
much the most economical way of doing it. 


VISITS OF FOREIGN DIGNITARLES 


There is another item where we are pinching the thing a good deal 
That is on these visits of foreign dignitaries. These visits are im- 
portant in the way of building up good will. We know from the visit 
that Queen Elizabeth took around the British Commonwealth that its 
value in prestige, solidifying the Empire, building up the position of 
the British Commonwealth in the world, is worth a thousand times 
probably what it cost. 

We have many, many requests from foreign people who want to come 
to visit here in the United States. The State Department. encounters 
heavy expenses on such visits. We have to discourage them. 

Senator Tuyr. Mr. Secretary, might I ask a question there. Would 
you have to pay transportation for him to come to this land, or just 
the entertainment after he arrived here? 

Secretary Duties. We frequently pay for considerable entertain 
ment and transportation in the United States. 

Senator Tryr. In the United States. But coming and going you 
do not ¢ 

Secretary Du.ies. We do not normally pay the other. He pays his 
own way to New York or wherever the port of entry is. At that 
time we pick him up and we give them generally a private car or 
charter a plane. We have to pay for the planes that are chartered. 
Whenever you use a plane, you have to pay for them. 

Senator Tuyr. Mr. Chairman and Mr. Secretary, at this particular 
point I think this discussion this afternoon is most valuable and de 
sirable from this standpoint, that you can spend billions of dollars 
in cold military preparations, and you are today wrecking a lot of 
planes that have become obsolete which is a dead e abide while 
there is nothing that will gain this Nation any closer support and 
allied support than the good will that you may have ina country. You 
cannot engender that good will without enormous cost. But you can 
bring a man over here and treat him as a dignitary should be treated 
and let him go back and he can sell you more good will in that foreign 
country than you buy with all the technical assistance you might 
spend over there. For that reason I think we should discuss these 
questions and get down to how do we win psychologically, because 
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it is going to be a lot cheaper to win psychologically than it is going 
to be to win in a defense manner, or in a military manner. I think 
we need to examine this. If the prime minister of a foreign country 
wishes to come here, we should see fit to appropriate necessary funds 
to the State Department to proceed to receive him as a proper guest 
of a foreign country in this land. It would be far cheaper than many 
of the other programs that we are today engaged in. 


USE OF TRANSFER AUTHORITY 


Senator Frreuson. I want to ask the Budget Director on the ques- 
tion of transfer, could we solve this problem in any way by permission 
to transfer ¢ 

Mr. Wizper. I see no way that we could because we are equally de- 
ficient in all the items we have in our bill. In other words, we have 
no sizable appropriation items which could serve that purpose. 

Secretary Duties. The only fund I think could really help is that 
we have an unallocated emergency fund, and if that could be in- 
creased, it would help. 

(Discussion off the record.) 

Senator Fereuson. We will recess now until 2 o’clock tomorrow 
for the CAB. 

(Thereupon at 4 p. m., Monday, May 17, 1954, a recess was taken 
until 2 p. m., Tuesday, May 18, 1954.) 
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TUESDAY, MAY 18, 1954 


Untrep States SENATE, SUBCOMMITTEE OF THE 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 2 p.m. in room F-37, 
the Capitol, Hon. Styles Bridges (chairman of the committee) 
presiding. 

Present: Chairman Bridges, Senators Ellender, Kilgore, and 
Magnuson. 


DEPARTMENT OF COMMERCE 


STATEMENTS OF CHAN GURNEY, CHAIRMAN OF THE BOARD, CIVIL 
AERONAUTICS BOARD; E. T. NUNNELEY, JR., GENERAL COUNSEL; 
M. ©. MULLIGAN, SECRETARY OF THE BOARD; JOSEPH H. 
FitzGERALD, DIRECTOR, BUREAU OF AIR OPERATIONS; IRVING 
ROTH, CHIEF, RATES DIVISION; AND JOHN B. RUSSELL, CHIEF, 
BUDGET AND FISCAL SECTION 


SALARIES AND EXPENSES PAYMENTS TO AIR CARRIERS 


Chairman Bripees. The committee will come to order, 

Is there anything further on your budget requests? Do you want 
to elaborate on or add anything to your testimony this afternoon ? 

Mr. Gurney. Mr. Chairman, I feel that we have made the best pres- 
entation possible. If there is anything that is not completely under- 
stood by members of the committee, we would be glad to answer any 
question. We are prepared to go into it in some detail in case any- 
body has a question in their mind, but without a request, we feel that 
we have made a good presentation. We hope that the committee 
approves our request. 


THREE-CENT AIRMAIL TRIALS 


Chairman Briners. I am satisfied on the things that we have 
covered. There are some other topics we should consider. For exam- 
ple, do you have any comment on the 3-cent airmail trials of the Post 
Office Department ? 

Mr. Gurney. The only comment I have is that it was granted for 
an experimental period ending September 30, 1954, and the Post Office 
is going to tell us then just what their relative costs are, that- is, the 
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transportation of that mail by air compared with their costs by rail. 
I was pleased to note in the newspapers recently that at the present 
rates which the Board has authorized the carriers to charge the Post 
Office for handling that mail. an average of around 19 or 20 cents 
per ton-mile, the Post Office did put out a preliminary report to the 
effect that it was cheaper. I saw it in the newspaper the other day, 
but I wouldn't want to take that as an authoritative statement of 
the Post Office position. Certainly we found that it does hurry up 
the delivery of the mail. 


CERTIFICATION OF FOREIGN CARRIERS 


Chairman Briners. Another question we must explore, and you 
have covered it at least in part, is at the request of a member of the 
Senate: Why does the Board continue to certificate foreign carriers 
and not certificate our own carriers over the same route # 

Mr. Gurney. Well, [should explain that we only certificate carriers 
of foreign countries into our country, the United States, after there 
has been negotiated a bilateral agreement with that country. For 
instance, we are right now negotiating for the specific routes that Spain 
wants. They are increasing their operations on flights to this coun 
try and elsewhere. We had an agreement with them based on the 
Chicago conference of 1945, and that is still in existence. They want 
to change the routes so that they can get into New York. Well, we 
presently have a route from New York to Spain, and it is only a 
reciprocal right that they are requesting at this time. They are 
entitled to it. I can’t think of a place where a foreign nation has an 
airline coming to the United States that we do not have one in return, 
providing we think it worthwhile to have one. 


CERTIFICATION OF BRANIFF 


Chairman Bringes. You have stated that your policy, as a national 
policy, is to reduce the burden of airmail subsidy payment. Would 
the certification of Braniff, who operates in South America, be a com 
plete reverse of that policy ? 

Mr. Gurney. If they stayed in South America ? 

Chairman Bringes. No; the fact that you have done it. 

Mr. Gurney. Yes; they were given a certificate in 1945, At that 
time the Board recommended that—there was a split recommenda- 
tion—to the President on the question of originally certificating a third 
carrie * South America. The President ordered the line put in; 
ordered that an American line, a United States line, be allowed to go 
to South America, in addition to the ones that were already there. 
So the Board decided on Braniff, and the President approved. 


DUPLICATING SERVICES 


Chairman Bripges. How much of the subsidy requirement for serv- 
ice Outside the United States is due to the institution of duplicating 

r paralleling services’ That is an important question. Perhaps if 
you cannot answer it now, you could furnish it for the record. 

Mr..Gurney. Mr. " hairman, that question was actually in front of 
the Board and the Air Coordinating Committee, and the judgment 
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| the extra subsidy required because of those paralleling lines caused 

any of the recommendations to be made to the President from the 
(ir Coordinating Committee. You spoke of the one that is the third 
ne into South American which is quite a drain and makes quite an 
\ddition to our subsidy request. There are 4 lines to Alaska. That 
- too many. There are 2 lines from Portland and Seattle to Hono 
lulu. It is questionable as to whether the traflic would warrant | 
ne. There are other places that are duplicative, but those are the 
outstanding ones. 

Chairman Briners. Four are not entitled to Alaska, are they ? 

Mr. Gurney. That is right. Most of those were put in by the Presi- 
dent since the war, I believe. 


PARALLELING OPERATIONS TEMPORARY 


Chairman Brivees. Were some of these paralleling operations au 
thorized on a temporary basis? 

Mr. Gurney. Yes; they are on a temporary basis, in many of the 
places. 

Chairman Bringes. Do they have an expiration date ¢ 

Mr. Nunnetey. Yes, sir. With respect to the United States-Alaska 
service, for instance, the case involving their renewal is now in process 
before the Board and should be decided probably in the course of this 
year. 

Mr. Gurney. But not all four of them have temporary permits; do 
they Mr. Nunneley ¢ 

Mr. NunneveyY. No, Pan American has a permanent certificate, but 
the other three that are in that area of United States to Alaska have 
temporary certificates. 

Mr. Gurney. So that gives the Board a chance to look at them every 
now and then and that is one of the cases that we want to get to right 
away. 

MAP OF PARALLELING ROUTES 


Chairman Brivces. Would yeu furnish a map of paralleling routes 
outside this country which we have authorized? We would like to 
make it a part of the record. 

Mr. Gurney. I will be glad to have that map prepared. I don’t 
know if we can get it prepared with just the paralleling routes. 

Chairman Brinces. You could have it prepared with a key showing, 
for example, A route authorized July 1, 1941, by the President; B 
route passed on by the CAB, at a certain date; and so forth, so we 
ould identify them. 

Mr. Gurney. Mr. FitzGerald, the head of our Bureau of Air Opera- 
ions just gave me a map that he had thoughtfully prepared showing 
the paralleling routes, and has marked with heavy lines those who have 
temporary certificates. Those in thin lines have the permanent certifi- 
cate. Mr. FitzGerald, do these cover all the paralleling routes ? 

Mr. FrrzGeravp. All paralleling international routes; yes, sir. 

Mr. Gurney. All right. We can offer that, Mr. Chairman. 

Chairman Brinexs. All right. 

(The map referred to faces this page.) 
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TEMPORARY PERMITS UNDER GRANDFATHER RULINGS 


Senator Kireore. Could I ask a question at that point? 

Mr. Gurney. If it is not sufficient and you would like to have more 
information or explanation of the map, we would be glad to furnish it. 

Senator Kiicorr. Under the grandfather rulings, some of which 
I have always objected to, I wonder if this idea of permanent. permits 
doesn’t do more to prevent competition than would, shall we say, the 
granting of a 10-year permit or a 15-year permit or a 12-year permit, 
or something like that, to be renewed upon showing ‘of cause, so that 
you did not have the burden of proving, shall we say, malfeasance: 
by the certificate holder. 

In other words, if he just did not give sood service, you would 
have a right then, and he would know, and that over his head would 
be a constant threat. “If I don’t give good service for this period 
I might not get my certificate renewed.” What do you think of that / 

Mr. Gurney. Again, I say our recommendations went to the Ai 
Coordinating Committee and those, in turn, went to the Presiden 
I do not know what his recommendations on that policy will be, but 
the Board would be in much better shape, I will say, personally, 1f 
we could, at intervals, look at these routes that are presently operating 
under permanent certificates. 

Senator Kiraorr. In other words, if you could say to them, “You 
have to come in every 10 years and show why your permit should be 
renewed,” that would act just as well, possibly, as a competing line 

Mr. Gurney. That is true enough. But good judgment must be 
used on that because the carriers have to do a lot of planning foi 
the future, and financing, and they might find it difficult if we were 
too strict on that kind of a proposition, But a point can be arrived 
at where you might give them only a permit running for a certai: 
length of time. 

= nator Kineorr. That is what I thought. 

. Nunnevey. I might point out to Senator Kilgore that sinc 
48 it has generally been Board policy to give only temporary cer 
tificates, I mean for a period of years, in the international and over 
seas areas. 

Mr. Gurney. That has been the policy, but in 1952 we did grant 
to some of our international carriers in Europe extensions on a 
permanent basis of certain legs to some very important traffic points 
in Europe. The balance of the routes extending beyond Europe 
and to the South, were kept on a temporary basis. 

Senator Kitcorr. Those are all the questions I had on that point. 


SPECIAL FARES FOR MILITARY PERSONNEL AND DEPENDENTS 


Chairman Briers. Now, do you wish to comment on the recent 
ruling on military dependents? You will remember the plan to uti- 
lize available empty seats in regularly scheduled United States air- 
lines. What are vour views on that? 

Mr. Gurney. Well, the Pentagon has put out requests for bids on 
the carriage of military personnel, and, really, they have made a con- 
tract that is below what would be a reasonable cost. I believe T will 
ask Mr. Roth to comment on it. I think he has some details. I know 
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Pan American offered to bring back in available seats people in uni- 
form and their dependents at $130 per passenger, westbound. 

Mr. Roru. That proposal by Pan American would have involved 
the use of empty seats on a space-available basis on regularly sched- 
uled flights returning from Europe to the United States. 

Chairman Brivers. TWA offered to do the same thing, did they not ? 

Mr. Rors. I don’t recall TWA actually having reached the point of 
making such an offer. But if Pan American’s offer had become 
effective, I presume TWA probably would have followed suit. 

Mr. Gurney. I have information that they would have. That was 
their intention. 

Mr. Rorn. The Board’s basic difficulty with that proposal was two- 
fold: First, that on board the same flight you would have a group of 
passengers, some of whom paid regular fare that would be several 

mes the space-available fare for the military depende nts who would 
pay $130 whereas other passengers would pay about $300. 

Chairman Brivces. That situation occurs on railroad service, does 

t not? 

Mr. Rorn. But I believe the provisions of the Interstate Commerce 
Act are different than the provisions of the Civil Aeronautics Act with 
respect to special fares for the military. The Civil Aeronautics Act 
hi is a clause to prohibit the use of discriminatory fares, that is, those 
that are unduly discriminatory. The second difficulty the Board had 
with Pan American’s proposal was the likelihood of an adverse effect 
on subsidy payments, the subsidy requirements of Pan American for 
the operation. If Pan American lost money under the $130 reduced 

ire, presumably the Government would be requested to foot the bill 

the form of additional subsidy payments. I might add that it is 
iy understanding that Pan American has just filed a tariff to become 
effective June 1, 1954, in which, for some twenty-odd charter flights 
from Frankfurt, Germany, to New York, Pan American would charge 
a rate of roughly $10,000 per westbound flight from Frankfurt to New 
York which, for a full plane load of 78 passengers, on 1 type of DC 
ind eighty-odd passengers on another type of DC—6, would be the 
equivalent of some $125 per passenger. ‘That is on a charter basis, 
and presumably that will become effective for the month of June. 
Chairman Briers. Senator Kilgore ? 


DISCRIMINATION AGAINST UNCERTIFIED AIRLINES 


Senator Kireorr. There is one question at that point. Of course, 
that precludes an uncertificated airline from going into competition 
because there is no hope of them getting back any losses; isn’t that 
right? 

Mr. Rorn. Well, it is a problem as to the bid of a noncertificated 
carrier, as to whether it would be profitable. 

Senator Kircore. In other words, he has to be sure that it is going 
to be profitable in order to be able to bid. So it is discriminatory 
against, say, a group that are not certificated. 

Mr. Roru. I think you are probably referring, Senator Kilgore, 
to the situation presented in a complaint which I just read last night, 
, by Seaboard and Western against this particular tariff filed 

, Pan American, the one that involves the charter rate effective 
Fount , of about $10,000, and a series of other similar practices by 
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Pan American. They allege that it would have an adverse effect 
on subsidy, but I would prefer not to comment-on it until we have 
had an opportunity to study that complaint. 

Senator Kincorr. You see, under the railroad special act, you have 
practically statutory regulations governing what reductions can be 
made for service personnel. But it used to be they had to haul 
them free, because of the various grants made by the Government 
n the past. In all of it the reduction is carefully governed by 
statute law, whereas in CAB or in airlines, it is not. That is why 
t is necessary that CAB maintain a pretty close supervision ove! 
that, because we will be saving money on one side and losing it o1 
the other. 


Mr. Rornu. That 1s correct. 


PRORATION OF SUBSIDY PAYMENTS 


Chairman Drivers. Now, I want to consider another problem. 
\ssuming for a moment that the appropriations we allow are the 
same as the House or lower; how would you approach the payment 
of subsidies? How would you prorate it? 

Mr. Gurney. We would pay each carrier every month as long as 
the money lasted. Under the appropriation by the House, of $4 
milhon, added to the $7 million carryover that we will have afte. 
June 30, that makes $47 million, and our payments will be at the 

ite of $6,700,000 a month, which would run us for not quite 7 
nonths. In other words, we would run out of money in January 
955. We would pay each carrier as their bills came in on an equa 
ISIS. We could not restrict it to one class or the other, unde) 
he law. 


COMMUNICATIONS 


Chairman Briners. Now let us consider a different subject. Befor 
we move to that, however, I want to make these telegrams whic! 
vere received today a part of the record. I also will make a lette: 
eceived from Senator Johnson a part of the record. 

Che communications referred to follow :) 
UNITED STATES SENATE, 


(COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Varch 12, 1954. 


Chairman, Ne / on {ppropriations, 
Capitol, Washington 25, D.C. 


DEAR SENATOR BRIDG! Inasmuch as the House has passed the appropriation 
| which contains the subsidy item for air carriers, I am referring the attached 
tter from Mr. W. LDL). Toyne, city manager of the city of Grand Junction, Colo 
» the Senate Committee on Appropriations for serious consideration, Please 
ike this letter a part of the record in the hearings 
With kindest regards, I am 
Sincerely, 


kK. C. JOHNSON. 


Crry OF GRAND JUNCTION, 
Grand Junction, Colo., March 5, 1954. 
SE APPROPRIATION SUBCOMMITTER, 
House of Representatives, Washington, D. C. 
GENTLEMAN: The appropriation request of the Civil Aeronautics Board for 
subsidy for local service carriers was before the city council for discussion at 
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isolated 





eir regular meeting Mareh 3. Grand Junction is rather from the 
istle and bustle of the industrial centers of the Nation where all types of 






apid transportation are available. 
With the rapid expansion of the uranium industry, as well as other natural 
irces developments in this area, we are very much dependent upon air 







service as a means of rapid transportation. 
Much discussion was had on how the suspension of the local service carriers 
id affect the operation of the many Federal agencies located here, including 
the Atomic Energy Commission as well as all other industries, especially those 
nnected with uranium mining. It was felt that continuation of this service was 
vital to the area, not only to those directly involved but to the Federal 














Government agencies as well. 
The city council wishes to urge your committee to support the Civil Aeronautics 
Board’s appropriation request for subsidy for local service carriers. 







Respectfully yours, 
W. D. ‘Corne, City Manager 













LAS VEGAS, NEvV., March 24, 1954 







Hon. WILLIAM F, KNOWLAND, 

Senate Office Building, Washington, D. C 

Understand Civil Aeronautics Board scheduled to appear before Appropria 

ns Subcommittee to request 1955 air mail subsidy appropriations on March 

Subsidy requirements of local service airlines included of vital necessity 

maintain local service level of air transportation in the United States. <A¢ 

subsidy is to provide modern air transportation in the United States 

ually subsidy is to provide modern air transportation to the many hundreds 

the smaller cities in 41 States and not to the airline as a private enterprise 













B nza as a local service carrier in California, Arizona, and Nevada earnestly 
its your support of Civil Aeronautics Board request in this respect Best 
egards 












EDMOND CONVERSE, 
President, Bonanza Airlines, Las Vegas 








ALBANY, N. Y., April 27, 1954 





Senator STYLES BRIDGES, 
Senate Office Building, Washington, D.C.: 






SOG67 before vour 





\ppropriation $73 million airlines subsidies proposed H. KR 
nittee is outstanding example unwarranted spending taxpayers money 

Determining subsidies basis of operations various divisions rather than tota 

npany to unanimous opinion Supreme Court, February 1, 1954: ‘The ‘need’ of 







the carrier is measured by the entirety of its operations, not by the losses of one 






ision or department.” 
In absence demonstrated defense need served by airline subsidies and in view 
questionable method computing subsidy amount, respectfully request you support 
eduction to $23 million amount recommended by House report 1242 
GARTH A. SHOEMAKER 


President, Citizens Public Napenditure Strvey, Ine 




















WASHINGTON, I). C., April 27, 1954 





Senator STYLES LDRIDGES, 
Chairman, Senate Committee on Appropriations, 
Senate Office Building: 







Urge you save taxpayers’ money and avoid excessive debt by cutting 1958 
CAB subsidy appropriation in H. R. 8067 back to the $25 million figure proposed 
n House Report 1242, plus $8 million in unexpended funds for total of $31 
million. This would provide sufficient funds for needed subsidies for local service 
arriers. Largest profits in airline history plus absence of constructive use of 
subsidies for development of American air fleet by CAB leaves no basis for 
expenditures of extra gift moneys to large companies in addition to the ample 
funds already provided for service mail pay in the post office appropriation, 
H. R. 7893. 














GLENN E. WATTS, 
President, CIO Industrial Union Council, District of Columbia. 
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NORTHEAST AIRLINES TIMING 


Chairman Brinces. Now, I come back to a question which is asked 
on behalf of several New England Senators. Is there anything fur- 
ther relative to your cross-examination by Mrs. Smith on Northeast 
Airlines as to timing? 

Mr. Gurney. Mr. Chairman, you asked me at yesterday’s meeting 
to be sure of my answer given at the time of the inquiry by Senator 
Smith. That it was our best answer. So I thoroughly reevaluated 
this yesterday and this morning and I have prepared a three-page 
double-spaced statement on it. I have given your assistant there 
about 20 copies. I can read it for the record or I can offer it for the 
record at this time. 

Chairman Bringes. I do not think there is any need of you taking 
the time to read it. We can distribute it to the members and make it 
a part of the record. 

Mr. Gurney. The conclusion is, Mr. Chairman, we will set the case 
down for action as soon,as our workload possibly will permit, and in 
any case we expect to reach these applications not later than sometime 
this fall. In case you need additional copies, here are a few more. 
Some of the other Senators may like to have them, especially Senator 
Margaret Chase Smith. 

(The statement referred to follows:) 


NORTHEAST AIRLINES’ NEw YorRK MIAMI APPLICATION 


As a matter of general policy the Board has always followed the practice 
of setting applications for new routes down for hearing in the general order 
in which they were filed, since it is only by following a chronological system 
that all applicants may be assured fair treatment in this respect. However, 
the Board has consistently given priority treatment to certain types of cases 
For obvious reasons merger proposals, agreements for the interchange of equip- 
ment, rate cases, and enforcement cases require prompt disposition. Similarly, 
we attempt to handle certificate renewal cases in advance of the date of ex- 
piration of the certificate. - Although in such instances operations are auto- 
matically continued under the provisions of section 9 (b) of the Administrative 
Procedures Act, this provision was not intended as a means of extending an 
operating authority, and further because of the fact that a typical renewal 
proceeding involves important questions of Federal subsidy, expeditious action 
by the Board is important. In certain instances it has also been necessary 
to handle applications for foreign air carrier permits without regard to date 
of filing because of diplomatic considerations. The Board also makes an effort 
to handle applications by individual cities for improved airline service on a 
priority basis. 

From an analysis of our present docket, it appears that a New York-Miam! 
case will be reached in the normal course of events sometime this fall. The 
earliest application involving such a route is one filed by Colonial Airlines. 
There are 15 pending applications bearing an earlier filing date than the Colonial 
proposal, but it appears that a number of them will not be pressed to hearing. 
There are at least three earlier-filed applications which involve additional trunk- 
line air service. 

At the present time the Board has pending three major trunkline route cases. 
These include (1) the New York-Chicago case, which has already been heard by 
an examiner, and in which the initial decision is now in the process of prepara- 
tion; (2) the Service to Denver case, which is set for hearing beginning on 
May 18: and (3) the Southwest-Northeast case, which has been noticed for 
hearing beginning on July 7. These three cases tie up a major part of the airline 
industry, and the Board is being importuned almost daily by the parties to 
postpone various procedural dates, on the plea that the people concerned are 
operating under an almost unbearable workload at this time. The same effect 
is, of course, felt by the Board’s economic and legal staff. 
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In addition, the Board has presently pending some 25 cases in various stages 
of progress, though of somewhat lesser scope and complexity, as well as the 
large irregular investigation, which involves some 200 applications and is prob- 

ably the largest case ever conducted by the Board. Further, there are also 
five certificate renewal cases and a long-overdue investigation of intra-Alaskan 
service which must be started in the near future. 

Faced with this situation, both the Bureau of Air Operations and the Bureau 
if Hearing Examiners are operating under maximum workload conditions, to 
say nothing of the staffs of the carriers concerned, and it would be extremely 
difficult, if not impossible, to undertake another major proceeding in the immedi- 
ate future. A New York-Miami proceeding would be an extremely large case. 
On the basis of presently pending applications, it appears that it would in- 
volve at least 25 different service proposals, and at least 10 of the major trunk- 
line air carriers, in addition to such applications and parties as might be 
brought into the case after it was set down for hearing. It seems clear that if the 
case were assigned at this time other pending proceedings would have to be 
delayed. There seem to be no current critical problems of inadequate service 
over the New York-Miami route which need be met on an emergency basis, and 
under all the circumstances it would not appear to be possible to accelerate 
significantly our normal processes in getting started with the hearing on the 
pending New York-Miami applications. We will, however, set the case down for 
action just as soon as our workload possibly will permit, and in any case, we 
expect to reach these applications not later than sometime this fall. 


REIMBURSEMENT OF AIRLINES FOR STRIKE LOSSES 


Chairman Bringes. Senator Magnuson, any questions on the CAB? 
Senator Magnuson. Yes. I have a matter here and I might ask 
these questions by request. But I think it is a matter that is very 
mportant to the operators and the people who work on the airlines. 


It involves the question of strikes. These questions were requested 
to be asked the chairman. I think it is something that has nothing 
to do with the particular case but a matter of policy, which might be- 
come quite serious. Although I am quite familiar with the Civil 
Aeronautics Act, I am not sure whether this interpretation covers it. 
The first question is whether or not it is a fact that of an increase of 
$5,898,000 in the so-called mail pay, which is being proposed in 
Docket 1706, for the American Overseas Airlines, $538,000 repre- 
sents reimbursement to the American Overseas Airlines for its losses 
suffered as a result of the strike by the pilots between September 30 
and October 17, 1947. 

Mr. Gurney. I will ask Mr. Irving Roth to answer it, but it is a 
much smaller figure. 

Mr. Rorn. The $5 million figure, Senator Magnuson, I believe, is 
the total additional mail pay that would be payable to American 
Overseas Airlines under the examiner’s report in that particular docket 
involving the three transatlantic carriers. I would like to call your 
attention to the fact that according to my records, the amount of 
money involved in underwr iting the pilot strike of AOA is $546,000. 
That is an examiner’s report, which is simply a recommended decision 
on the part of the hearing examiner, and the Board has not yet taken 
the case under advisement. Briefs to the Board are due to be filed 
June 30, 1954. I also call your attention to the fact that the Board’s 
staff, that is, the rate staff, under my supervision, has taken exception 
to that particular recommendation of the examiner, also the Airline 
Pilots Association that was permitted to intervene in the case with 
respect to that issue has likewise taken exception to that recommenda- 
tion. It is the recommendation of the ALPA, the Board’s rate staff, 
and, I am quite sure, the staff of the Postmaster General, another 
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intervenor in the proceeding, that not a penny of extra mail pay 
should be paid out by the Government to underwrite the cost of 
strikes. And so far—— 

Senator Macxuson. I am not so concerned with the figures as | 
um the broad policy question of whether or not we are going to go 
in and reimburse any airline, 1 do not care who it is, When there is 
a so-called legitimate strike. 

Mr. Rora. Senator Magnuson, it is my opinion that there is not g 
case in the history of the Board actually underwriting a strike. ly 
my opinion, the examiner's recommendation in the Atlantic case would 
be a departure from what the Board has actually done in previou 
Cases, and the staff will strongly recommend that no such change be 
adopted, 

Senator Macnuson. These questions were given to me—I am not 
too familiar with the figures— by the Pilot’s Association, to be honest 
with you. Did the examiner not recommend something like $52,000, 
which would represent the rate of profit for the period of time the 
strike was on? Is that correct or not ? 

Mr. Roru. As I understand the examiner’s recommendation, it 
that for the period of the strike, the Government make the carrie) 
whole so that he will not suffer a loss, but that the Government. .., 
actually give the carrier a profit for the period. I am not clear wha 
the $52,000 would be. But that is the basic concept the examiner had 
in mind, that ordinarily, under efficient management we make the 
carrier whole plus a fair return on the case of investment. In th 
vase of a strike, we would make him whole without a profit. 

Senator Magnuson. Would the strike cost be involved in the ovel 
all question of making him whole under the general provisions of the 
Civil Aeronautics Act ? 

Mr. Gurney. Mr. Chairman, may I interrupt ? Our general cou 
“cautions and T only mention it because of the legal implications 
ALPA is an intervenor in this ease. 

Mr. Nunwetex. They will be fully heard in the proceeding that you 
are talking about. 

Senator Magnuson. I am not concerned with the one issue. but | 
tink we have a basic problem involved here in the interpretation of 
the Civil Aeronautics Act, whether or not losses to any question due 
to the strike should be considered in the question of reimbursement 

Mr. Nunwnetny. I understood that. My only point was that that 
very Issue, as I understand it, of policy, is involved in a pending case 

Senator MaGnuson. The case only shapes up the issue. 

Mr. Nonnewry. Correct. sir. But it has not been to the Board. |] 
want to be sure you understood that. It has not come to the Board 
vet. 

PROTECTION OF RIGHT TO STRIKE 


Senator Macnuson. I think that is a serious and basic question her 
The act itself provides the right for strikes, What I mean is the act 
itself, section 401, protects the right of employees to strike. 


- 


Mr. Nunweiy. It protects their rights generally, correct, 

Senator Magnuson. Well, to obtain by collective bargaining what 
they might think would be legitimate demands. [ think you might 
get involved in a very basic question here. The case is incidental, It 
shapes up the thing. | will leave these questions, and if you want to 
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ike brief answers for the record, I do not know how accurate they 
re on the figures, but it goes to the basic problem, | would appre- 
ate it 

Mr. Gurney. We will do the best we can on them. 

nator Magnuson. Thank you. 

Chairman Briners. Senator Kilgore, anything more ¢ 

Senator Kricorr. Mr. Chairman, I would like to ask that the mat- 
ter so far produced this afternoon be placed at the end of the questions 
| am going to ask in order that the questions which are a continuation 
of yesterday’s questions all be in proper sequence. 

Chairman Briners. Yes. 


CARRYING MAIL FOR MEXICO FREE 


Mr. Gurney. Would you pardon me? ‘There was one question 
isked yesterday, I have forgotten even which Senator asked it, that 

iad to do with American Airlines carrying mail for Mexico free. | 
believe Senator Ellender asked about that. 

Senator Kitcore. May I straighten you out? He raised the question 

nd said that was in the stipulation and asked about it, and then I 
isked a couple of questions on that, too. 

Mr. Gurney. an reference to the Mexican mail which is carried 
without charge American Airlines, | found that under the agree- 
ment that American has with the Mexican Government that they will 

arry only official Government mail, similar to our franked mail, and 
that such mail is only carried between Mexico City and Monterrey, 
which is a little way from Mexico City. During 1953 the average 
monthly figure was approximately 670 pounds northbound per month, 

ind 465 pounds southbound per month. So that would be a very small 
unount, around 20 pounds a day. During the first 4 months of 1954 
the average monthly figure was 730 pounds, approximately, north 
bound, and 600 pounds southbound. ‘There is no other mail carried 
by America free for the Mexican Government. In other words, no 
mail that has postage stamps on it, and certainly none as between 
Mexico and the United States, we are informed by American Airlines. 
Now, if you are ready to go into the questions that you gave us to 
look-into yesterday, | might suggest a procedure which might expe- 
dite it. We have taken from the record the questions that you pro- 
pounded, and I could possibly read the questions, if you would like to 
have me do that, and then assign the answer, if 1 cannot answer it 
myself, to a member of our staff, if that is satisfactory, and the way 
you would like to proceed, 

Senator Kuore. That is all right, and then I will go ahead with 
what I have here. 


LIST OF AIRLINE SUBSIDIARIES 


Mr. Gurney. One of the first questions was, and I am taking these 
from the record rather than from your letter that you gave us yester 
day afternoon, although we will come to the letter later. Your first 
question was: Would it be possible for CAB to insert into the record at 
this point in the hearing a complete list of all the subsidiaries of the 
airlines for which the CAB is seeking today the largest sum of sub- 
sidies, together with a statement of the degree of owne rship or control 
exercised by the airline, and, further, a statement of the expenditures 
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made by that airline upon the subsidiaries during each of the postwar 
years. I would define that time period by suggesting the same period 
as that covered by the graph appended at the end of Senator Kennedy's 
prepared statement filed, I believe, last week. 

Mr. Roth? 

Senator ELLenper (presiding). Have you that list, Mr. Gurney’ 
Do you want to put the list in ? 

Mr. Gurney. Yes, sir. 

Senator ELLenper. It will be placed into the record. 

(The document referred to appears on p. 2159.) 

Mr. Rorn. That is a list of the affiliates of Pan American and Pan 
American’s investment in each affiliate, and separately operated divi 
sion, as of the end of 1953. 

Senator Kircorr. Well, I didn’t want only Pan American, I wanted 
to find any other airlines on which we are spending, shall we say, sub- 
sidies, or special rates, because it affects all of our airmail contract. 

Mr. Ror. We will have to develop the information for the others. 
We were not clear whether that was a typographical error or whether 
you wanted it all. 

Senator Kircore. It was probably a typographical error. I was not 
after one line, but I wanted to find out about them all. 

Senator E.tenpverR. How much of a job would that be? 

Mr. Gurney. It isn’t too much of a job to prepare the list of affiliates. 
We are sorry we don’t have them all now. But we do have them for 
Pan American. 

Senator Errenper. The reason I ask the question is for the reason 
that this record will have to be made up soon for the Senate commit 
tee’s consideration as a whole. Could your furnish that within, say, 
the next few days? 

Mr. Rorn. Within the next few days, I believe we can furnish a 
list of affiliates, but the second part of the question I don’t believe 
we could furnish that quickly. That is a statement of the expendi- 
tures made by each airline upon the subsidiaries during each of the 
postwar years. Much of that information would not be readily 
available. 

Senator Kiicorr. You can state that, if it is not available, because 
from that I am building up one of the things I am driving on. 

Senator Exrenper. I understand the full committee as a whole 
desires closing this record as soon as possible, so that in the event it 
comes too late for the record, you might file it with the committee. 

Senator Krrcore. Yes. 

Senator Evtenper. But you get it to us as soon as possible and if 
it comes in time, it might be possible to put it in the record before it 
goes to press. 

Senator Kircore. Mr. Chairman, might I say that I have a defi- 
nite constructive proposal that I am working on now, and if they 
say it is not available, it even helps out the proposal that I expected 
to make to this committee. 

Senator ELLEnpEr. Would it be agreeable to the Senator to simply 
file it? 

Senator Kireore. I would like to have a list of the subsidiaries in 
the record, and if you do not have the figures available, say so, and 
then you are still in line with my line of questioning. 


« 
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Senator Etnenper. Suppose the figures are obtained later and filed 
th the committee, would that be satisfactory ¢ 
Senator Kiieorr. I would appreciate that. 
Mr. Gurney. We almost could state right now that we would not 
ble to get the figures back for the record in connection with each 
the postwar years, but we will get you the list and as much infor- 
ition as we can and get it up here, we hope, in time. 
Che information requested follows :) 


ments in and advances to affiliates and separately operated divisions and other 
investments as at Dec. 31, 19538 


Num ber of 

shares or Cost or Extent of control 
principal | book value (percent) 
amount 


Airways, Inc.: 

\ fliliates 
Aeronautical Radio, Ine s sotdeiens 2, 140 $33, 523 | Not reported 
Airlines ‘Terminal Corp «22 7 Do 
Radio Aeronautica de Cuba . 533 | 59, 478 | Do. 
Combined Airlines Ticket Office Advance 403 
Airlines Personnel Relations Conference Advance 360 
Braniff Airways de Mexico at Advance | 2, 890 
Aeronautical Radio-Caribbean Program ; Advance 23, 037 | 
Aeropuerto de Cuba... a 1 | 100 
Air Cargo, Inc pianctiall 30 3, 000 
Airlines Clearing House, Inc. ‘ 1 101 | 


Total ee —— . os : -| 134, 159 


ther investments: 
elefonas Automaticas-_........ jie j 666 
Do . ? 255 | 
Garden of the Gods Club | 100 
Lima Golf Club } 927 
Social Inobslereria Norte America pies ssacpemial 361 | 
Kansas City Club weubainare . . ‘ 110 | 
TUS Ge obeenecestee- nutidnaleeness 100 | 


Total é : = | 2, 519 


Colonial Airlines, Inc.: 
Affiliates: | 
Airline Clearing House iat cid 501 
Aeronautical Radio, Ind avai a 5, 448 

Air Cargo, Inc ie and : ‘ Rend 400 
AIEEE CIEE, naitonnccaccctedadédinnacsusel 2, 487 
Eastside Airlines Terminal, Inc : 19, 494 

New York Airport Terminal_................. 28 7, 002 

35, 332 


10, 106 | 


10, 106 


Oont'nental Air Lines, Ince.: 

Affiliates | 
Aeronautical Radio, Inc | 9, 000 

Air Cargo, Inc 5 | 600 

Airline Clearing House ie 101 

Airlines Negotiating Conference - 360 

Aeronautical Radio, Inc . 2, 073 








Other investments: Harrington Aviation, Inc 


Total 
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nvestments in and advances to affiliates and separately operated divisions and othe 
1, 1953—Continued 


nvesiments as at Der 














Num be , 
res or Cost or Extent of « 
principal | book value percent) 
ount 
ta Air I I 
A ilibiate 
Aeronau lJ R 2, 018 $20, 180 | Not reported 
Airlines Clear House, Inc l 101 Do 
Air Cars Im 22 2, 200 Do 
Airlir Perr Cor 254 7,612 Do , 
Airline tior I Corp Advance 4,118 
Radio Aeronau i Cuba Advance 6, 378 
(ero! R Advanet 19, 033 
Air Car i Advance v24 
Midway Airport Cory 2 1, 815 Do 
Tota 68, 361 
parate perats liv Delt \ Line Dust 
nye Div " 155, 007 
\ 
Total 155, 007 
Other investment he te loans to employees 7, 900 
otal 7, 900 
Vortheast A Inc 
A ffiliat 
Airlines Clearing House, It 1 101 Less than 
cent 
Air Cargo, Inc ! 0) Not reported 
Aero 1 Radio, I 700 7, 662 Do. 
New York Airport Ter al, Inc 25 7, 002 Do 
\ ne Personnel Relatic Conf } jan 
I t Side Airline rl al Cory 8, O30 
\ TI rminal A x Co 1, 000 
tal 24 ) 
Airlines, I 
AMfiliate 
mautic Ra 4100 11, 000 Do 
D Adva 9, 925 
Air Cargo, I 24 2, 400 Do. 
Airlines Cleat House, li 101 Do, 
Combined Airline Ticket Offic Washingtor Advance 1, 000 
ID. ¢ 
Airlines Terminal Cory Chicago $33 16, 900 Do. 
Ea side Airline lferminal Cory New York ‘) 5000 Do 
Do Advance 20, 057 
Brooklyn Airline Ticket OM 500 
nternational Air Transportation Association of Deposit 1,000 | 
Det t Advance 700 
al Service Ce Advance 18, 726 
il, New York 10 1, 000 Do 
ex Corp 10 1, 000 Do 
\ ition Corp., Clevelar ) mw Do 
ivance 2th) 
ket Office, } inston Ad 1 1, 000 
lotal 210, 569 
vestmet 
Japanese Airline 88, 000 12, 222 Do, 
Japanese Aircraf i Co 1, OK 25, 000 
tal $7, 222 
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stments in and advances to affiliates and separately operated divisions 
investments as at Dec. 31, 1953 


il Radio, Inc 
Ine 

nes Clearing House 
nea Pet 
nes Terminal ¢ 
ort Ticket Office 
ket Office, 
Airline 
Air Tern 


rp 


il, l ( 





jlidated Airline Ticke 
», 
le Airline l minal 
rnat il Aeradio, Ltd 
at al Air TY port 
Mex Airport ¢ | 
York Airport Tet 
rt le de | 
ental & Wester 
\ ld Air] le M 
Airline lern 
New Y k bond n 
vw York bo 
l 1A ( 
Governme ond 
A Italiane 
\ Line I 
G man te, M 
rael note, June 8, 
e ‘Tr worte \ 
, } & ( Lid 
\. R. L. Denoville et ¢ 
Airlines, Inc 
\ iutical Radio, In¢ 
Air ¢ », Ime 
A nes Terminal Cory 
\ Clearing House, lh 
Airport Ticket Office Assoc 
al 


Ir 


onnel Relation 


Associatic 
Detroit 
cket Office 


\ Car . Ine 
\ il Ra Inc 
Clearing House, Inc 
' | 
\ es, In¢ 
\ ( oe 
\ nautical Radio, Inc 
A Clearing Hous 
ent Note dus 
! I New Y k Al 
Teal . 
I i i t 
+31 4—pt. 2- 65 





Number o 
p ipal 
mount 
t 0 
Oo 
l 
803 
) 
ton 
10 
Wash ) 
0 
OOO 
) 1) 
0 
() 
19R90 
1, 1968 
10) 
r 1 ; 
6. 00 
Fah 10 
ine 8, 19¢ 
i 1 ww) 
O00 
0 
” 
i 
if 
l 
100 
10 
l 
00 
l 
eort 1 
ecure } Y I 


Continued 


640 


5, 429 


ooo 
101 


S00 


O54 


ole 


10 


SO 
10 
600 
101 
92 


247 


220) 


38 


101 
I 


por 


and other 


Do 


port 


0 





2162 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


Investments in 2 a to affiliates and separately operated divisions and 
s as at Dec. 31, 1958—Continued 


Not reporte 


100 percent 


100 percent 


Not report« 
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nls wy and advance s lo affiliate s and separatel 
investments as at Dec. 81, 


1943. 


ing House, I 
Radio, Inc 


ks Commu 
portion not 
tion Radio, i 
es Credit Ur 
lue of life 


Lion 


Airlines, Inc 
ronautical Radio, Inc 


Airways, Inc None 
rl 


rbanks Aeronautical R 


Airlines, Inc 


cal Radio, Inc 
ui Air Transport A 
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ent 


s in and advances to affiliates and separately operated divisions and other 
mmvestments as at Dec. 31, 1958—Continued 


Num ber of 
hares or Cost or Extent of cont 
principal ook value (percent 
t 


nour 


Airline Lita 


eronautical 


Not reported 


19 
Not reported 


Not report 


Aeronaves de \ x S.A 11 211,163 | 21.13 
Aeropuerto « i 14 192,122 | 49 
Aero. 4 I ‘ lon I 416 3 620 39.63 
Aer 4 L - 463 | 37.05 
Social I ybilaria rteame ina, 5. A 5 198 | 0.68 
Bermuda Developmer » LA , S80 | 4.92 
Berwind Golf Club $00 Not report« 
Caracas Country Clut 000 Do 
mpa 1 Dominica ade \ ( Or y. 000 4() 
Compania Mexicana viacion, 146, of 523,022 | 41.86 
Compania Panemena de \ n, ’ 33.000 | 33 
Compania Cubana 1 4 2 ) 000 | 20.04 
xpreso Aero Interamer r ) 72 0.003 
s IR § 678 | 0.003 
ternationa \ 187 | Not reported 
sirbanks Co nit te 0 », 000 | 15.92, 
tolf Club of Lin 400 | Not reported 
ternational Clu 744 Do. 
Kokusai Hot . ik ha ( 334 | 33.33 
I Co \ 1,200 | Not reported 
Liberian Developr nt rt 000 50, 000 10. 00 
Lineas Aereas Costart ns¢ 20 32,352 | 36.36 
l A I \ si i, dao 20.00 
500 5. 043 36.00 
00 7,362 | 50.00 
755 | Not reported 
204 5, 297 | 48.00 
000 000 50.00. 
, 350 | Not reported. 
100 Do 
000 43.48. 
114 | Not reported 


F 
Empresa 
It 

I 

‘ 

' 


i Goree 


book value. 
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estments in and advances to affiliates and separately operated divisions and othe 
investments as at Dec. 81, 1958—Continued 


World Airway Inc 
estments— Continued 


el] Governmen 


UNDS FOR PARTIALLY PAYING INCOME TAX 


ator Kincorr. And as you later develop those figures, « ould you 
that to the committee ? 

Gurney. We will. 
nator Kinegore. All right, fine. Now, Mr. Chairman—now you 
go ahead and finish what you started. 

Gurney. Your next question, Senator Kilgore: Would it be 
ble for you to give an estimate of the total amount of money 
ained in the $73 million which is asked for in the 1955 appropria- 
bill, to appropriate for the benefit of the airlines, what part would 

resent money to be given to them or any of them for the purpose 
partially paying income tax? Mr. Roth? 

Mr. Rorui. We did not actually prepare the estimate of subsidy for 

individual carriers for 1955, broken down between the tax allow- 
ce, the return on investment and the so called break even need. So 
it the figure is not directly available. However, we have developed 
approximation which we assume will serve your purpose, developed 
follows: For the calendar vear 1953, the accrned Federal income 
taxes by subsidized carriers, with respect to subsidized operations, 
mounted to 16.18 percent of the estimated subsidy that they accrued 
ths at ¢ alendar year. We « ave therefore taken 16.18 percent of the 
$80,252,000 subsidy that we believe will be the actual subsidy require- 
ment t for fiscal 1955, and that would be $13 million of F a al income 
ixes included in the figure. I believe that is as good a figure as we 
could work up at this time although it is probably a little bit on the 
low side. 

Senator Kireore. To get that clear, when you say “subsidy,” do you 
mean outright subsidy of $73 million? You do not include in that 
any of the so-called 5 trunk lines which you admit, in at least 1 
case, has a slight subsidy in the airmail rate. You are not including 
the matter of where a subsidy might be included in the airmail rate? 

Mr. Rorn. We are not including any service payments whatsoever. 
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Senator Kizgore. No service payments so that if that is included i) 
the operating expense of the company in computing airmail rates and 
it is covered ‘ths at way, it would not be included ? 

Mr. Rorn. That is correct. 

Senator Kirgore. All right. Now, go ahead, please. 

Mr. Rorn. That would complete my answer, Senator Kilgore, un- 
less you want additional details behind that. 

Mr. Gurney. May I ask Mr. Roth, and I think it is correct, we are 
paying now on the basis of actual income taxes, so if the carriers did 
receive 13 million, then they would actually pay back to Uncle Sam 


the Internal Reve nue Bureau, the rame 13 million ? 
Mr. Roru. Yes, si 


COMPUTING TAX ALLOWANCES 


Senator Kimcorn. Now, again referring to the CAB order, E—4561. 
idopted by the Board August 25, 1950, where on page 2 occurs th« 
following statement: 

In computing such tax allowances in previous cases, however, the basis used 
haus in many cases resulted in making provision for a greater amount of tax than 
would ever be paid by the carrier 

Do you - d any evi idence of that? 

Mr. Roru. The statement you just read is unquestionably a corre 
statement. Tt i Sa quot ition from the Board’s statement of tentat 
findings. 


STEPS TO RECOUP OVERPAYMENTS 


Senator Kricore. What steps have been taken or what steps can ai 
will the CAB take to recoup the extra money which is given to airli 
for the purpose of enabling them to pay tax, part of whic th apparent! 
they kept since they paid it into the Federal Treasury on orders giv 
them by the Civil Aeronautics Board ? 

Mr. Rorn. The decision to which you refer was in 1950, That was 
only a tentative decision and is not yet final. That is all part of t 
Trans-Atlantic Mail Rate case. However, in all decisions since that 
time the Board has gone on the actual tax policy. Actually, th 
Board’s decision was in a different docket number, involving Wester 
Airlines, Order E-5467, dated June 26, 1951, in which the Board 

fully spelled out and discussed the actual tax policy. There w: 
many carriers whose subsidy rates were open, going back over 4 
number of years. For example, the TWA and Pan American acro 
the Atlantic, going back to early 1946. When the Board in 1950 
ind 1954 decided that it was more approp! iate to figure taxes on this 
so-called actual tax basis, right from the tax return itself, the Board 
made that change of policy retroactive in the case of all carrier 
whose mail rates were still open. Just to read you a partial list of 
the cases involvi ng mail rates for earlier years, whe re we were usi 
the actual tax policy, rather than constructed, TWA and Pan Amer 
can across the Atlantic go back to 1946, Braniff international rate 
from 1948 forward. when they first started operating, Northw 
eperations from 1946 internationally, and from 1948 domesticall 
United’s mail rate for the Honolulu service from 1947 forwar 
National’s mail rate from 1947 through 1951, that is still open, a1 
sc on. So you had many cases that were open, and by applying t! 
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ew policy, the Board prevented a windfall to the carriers. There 

ere just a relatively small Saal of cases that were already closed 

here there was some possible question, according to the language of 
decision you quoted as to whether the carrier may not have gotten 

windfall in any given case or in any given year. 

Mr. Gurney. Would you enlarge a little on the war years? 


WARTIME CONDITIONS 


Mr. Roru. During the war years, the major carriers, at least 10 or 

of the certificated trunklines, were taken off subs idy as a result of 

e wartime conditions and unusual traffic. Therefore, for the war- 

me period where the carriers were off subsidy, there was no question 

paying them excessive amounts of subsidy due to this particular 

licy. Likewise, at that time there was no significant difference, in 
pinion, between the so-called actual tax and the constructive tax, 
ough in any one year you might get a difference because it is com- 
know ledge th: at almos te very corpor: ation figures de prec lation on 
icome-tax return much different than on its reports to stockholders 
vel] As to the Board. But those ci ffe srences Wi ash out over a period 
ears so that you pay too little tax in 1 year and too much tax in 
ther year, but both Internal Revenue and the Board will allow 
depreciation over the whole life of the equipment. 

Now, in the postwar period, the Board began to make much greater 
llow ances of actual expenses, incurred by the carriers, and as a 
tin the postwar period we began to focus on the question of this 
rent difference between the so-called actual tax and the construc- 
tax that had heretofore been used. It is my opinion that while 

re may have been some cases that involved a potential windfall for 
civen carrier or any given year, the major cases did not involve a 
lfall to the carrier has ause the rates were still open and we applied 
new policy retroactively. 


BASIS FOR TAX ALLOWANCI 


ator Kincorr. Is it not true, that barring future changes by the 
cress, the corporate tax rate for fiseal 1955, I mean if the tax rate 
ns the same, which is the time period for which we are consider- 
he appropriations here today, would be 47 percent, whereas you 
estimates which included tax allowances figured at 52 percent? 
Roru. We would not recommend a rate, I mean the Board’s 
taff, would not recommend a rate to the Board that would cover 
ture year with an income-tax rate above the actual established tax 
is IN accordance with exist ing law. 
itor Kineorr. Then on existing law, you would say that if 47 
ent is the correct tax rate, that your present estimates do not 
unt to 52 percent ‘ 


Mr. Rorn. If the income tax, if the corporation income-tax rate 
April 1, 1955—— 
nator Kircorr. No, I am saying if it stays the same as it is now. 
question was whether or not the real rate at the present time on 
urlines would be 47 percent, whether or not the present estimates 


ld show 52 percent, or do they ? 
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Mr. Roru. We have not made a direct estimate of the amount of 
income tax. ‘There are numerous factors that are uncertain when yo 
are making a projection in the summer of 1953 of requirements fo 
fiscal 1955, such as wage rates, material prices, depreciation of new 
equipment, what your revenues will be, and so on, But I certain) 
can see the point, I assume, you are getting at, that if the actual 
come-tax rate the air carriers will have to pay is at the rate of 47 
percent, rather than 52 percent, that there ought to be a corresponding 
reduction in the subsidy requirements. There is no question about 
and each rate order of the Civil Aeronautics Board would make a 
propriate provision in establishing rates from that period forwar 

Senator Kiirgore. And then if the present one is figured at 52 perce: 
on your present estimate, then you would correct that in making yo 
rates as time went on: is that meht? 

Mr. Rornu. In each rate that would be processed, we would reflect 
the actual tax rate established by Congress. For example, right now 
we are having a difficult time because, as [ understand it, today tl 
established tax rate is 47 percent, although I understand that th 
Senate, either a Senate committee or the Senate, has voted to extend 
the 52-percent rate until April 1.1955. So, right now we are in an i 
between period, where Congress has not yet raised the rate to 52 per 
cent, from 47, or Yortres it. But aside from this interim period, 
until Congress clarifies the present situation, we would not project ar 
assumption that Congress will increase the established tax rate 

Senator Kincorre. All right. Now, go ahead. 


RPCAPTURE OF OVERPAYMENTS 


Mr. Gurney. I assume, Senator Kilgore, the foregoing discussior 


has taken care of the next question of yours, but I want to be sure 
Your question was: If it is disclosed that money has been given in th 
past for the purpose of paying income taxes, and other excessive 
amounts, can that be recaptured by the Government and, if so, by 
what process ¢ 

Senator Kirigorr. Well, yes. How can it be recaptured ? 

Mr. Gurney. Mr. Nunmneley? 

Mr. Nonne ey. If it is paid as a consequence of a ~—— final rate, 
one which became final and without judie ial review, I do not believe 
it can be recaptured in any way under existing legislation. 

Senator Kiicore. Then, the fraud statute that applies to income 
tax does not give you the same right to go after one on a question of 
fraud ? 

Mr. Nunnery. No, sir. I do not believe there is any fraud ii 
volved in this situation. This is a situation in which the Board has 
made certain determinations as to what—— 

Senator Kireore. I know, but those determinations of the Board 
have been made on the representation of the lines. Is that not right! 

In other words, do you not have 

Mr. Nunnewey. No: I do not believe it can be said there has been 
any misrepresentation by the lines to the Board. On the basis o: 
which the Board estimated the tax under the so-called constructive tax 
method, there is no fraud involved. I think that should be said 
clearly. 
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Senator Kiraore. Do you not realize that the Board must rely on the 

rline’s figures ¢ 

Mr. Nunnectwy. They do rely on them. It isn’t misled by airline's 
ires in this process. 

Senator Kincore. If the airline’s figures project a higher amount 

if money than they actually have to pay 

Mr. Nunnecey. Well, the air carriers in these cases 


UNDERESTIMATING INCOME FOR TAX PURPOSES 


Senator Kiteore. I happen to know a merchant who underestimated 

s quarterly income, although he based it upon preceding years, who 

now faced with the pe nalty of $15,000, despite the fact that he paid 

t at the end of the year, paid the income tax, a penalty of $15,000 
for underestimating the income of his store. 

Mr. Nunnetry. But here we are dealing with a situation in which 

e have a number of factors which enter into the fixing of a rate by 

Board Any one of those factors may vary. One of the esti 
ites that go into those rates is the anticipated tax payments. I 
ime, and, so far as I am aware, we have no reason to believe those 
mates are not made by the carriers in good faith, and, in addition, 
hey are carefully reviewed by our staff, and sometimes, I believe this 
orrect, significant adjustments are made in them if we have reason 
o disagree with them. 
Senator Kirgorr. However, I have found that Internal Revenue 
pe nalizes a man if he makes a mistake in his estimates, although 
y base it upon previous operational experience. 
Mr. ened: Senator Kilgore, would this help to clarify it: Since the 
policy was adopted about 4 years ago, we actu: uly get a copy of 
he iIncome-tax return of each carrier; and if the carrier refused to give 
L.copy of his income-tax return, he presumably just would not get 
of this allowance ineluded in his subsidy rate. But for the prior 
eriod, where the constructive tax policy was followed, | agree with 
Mr. Nunneley’s statement—there was no element cf fraud or misrep 
ntation. We were following a mathematical calculation of what 
hypothetical tax should have been if these were the theoretical 
earnings of the carrier. 

Senator Kitcore. In other words, the correct answer is if such a 

ndfall took place, there is no recapture ¢ 

Mr. Nunnentey. Under existing: legislation, that is correct, in my 

pinion. . 

Senator Kricorr. In other words, the cases are closed ? 

Mr. Nunnetey. This is with respect to closed, final rates; yes, sir. 

Senator Kinegore. All right. 

Mr. Gurney. Now we come, Senator Kilgore, if you are through 

ith those questions, to the questions contained in your letter to the 
Board as of yesterday afternoon. 

No. 1, your question was: In connection with my question of the 
CAB on granting airmail pay and/or subsidies to airlines to enable 
on to pay their income taxes, I should like to have a statement by 

CAB, beginning with 1946, of a comparison of the amounts of 
reall pay and/« r subsidies allowed by the CAB for tax purposes, 
on the one hand, and on the other hand the sum shown in actual certi- 
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fied income-tax returns filed by those same companies, together wit! 
an explanation of any differences or discrepancies between the amount 
allowed by you and the amount paid by the airline to the Treasury. 
Well, that subject has pretty well been covered. 
Senator Kircorr. We do not have the amounts. Could those 
furnished ¢ 
USE OF CARRIER INCOME-TAX RETURNS 


Mr. Rorn. We would not be able, on short notice, to furnish al 
such information, Senator Kilgore. We do not have copies of t 
Federal income-tax returns prior to the time that we went on t! 
new income tax policy. As a matter of fact, for some period it 
my recollection that when we were processing cases, anticipating th 
shift over, we would borrow the income-tax return and then whe: 
we were finished with it, sometimes 30 days later we promised 
return it to the carrier. As you know, the carriers under the estal 
lished law are entitled to confidential treatment of their returns. 

Now, for the earlier years, we do not have in the Board records 
the actual returns, particularly the certified, final, audited figures, by 
internal revenue, and there may be some difficulty in our trying to get 
that type of historical information from the carriers. 

Senator Kircore. If you got it even after the record is closed, coul 
you furnish it for the committee’s files ? 

Mr. Gurney. I am wondering, Senator Kilgore, if we would 
have to have some legal authority to furnish individual income-tax 
returns on open basis. 

Senator Kircore. Well, unless I am misinformed, a directive 
that effect was issued by the President in the past few months. 

Mr. Gurney. I will refer that to our counsel, Mr. Nunneley. 

Senator Kircorr. That, however, had to do largely with the inves 
tigating committee. But it actually affected all committees of Co: 
gress. That is my information. I have not had time to check 
directive itself. 

Mr. Nunnetey. I am not immediately familiar with that directive 
I will have to look at it. 

Senator Kingore. As I say, I am not familiar with the directive 
myself. 

All right, go ahead. 


NAMES AND SALARIES OF AIRLINE EXECUTIVES 


Mr. Gurney. We will do the best we can in view of the law. You 
second question was: I should like to request the CAB, in the cas 
of each company which would receive subsidies under the CA} 
proposal for increase in subsidy appropriation, to insert the name: 
and salaries of the top 10 executives of each company and the nam 
of the top 10 persons or firms outside the company receiving fees 
from the airlines, together with a statement of the expense account 
attributable to each of the persons so named. 

Senator Kircore. Do you have that list? I think I have part of 
the list for the year ending December 31, 1953. There are only tw 
companies involved here. 1L would like to get all of them. 
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Mr. Rorn. We can readily furnish, Senator Kilgore, the names of 
the officers and salaries for the calendar year 1953. The sole prob- 
em we would have is that part of the request for information on 

e expense accounts attributable to each of the persons named. 
[hat information we obtain only by the periodic audits by our 
field auditors, who carefully go through each one of the expense 

counts of any of the officers to check for the adequacy of sup- 
porting information, to look for anything in the nature of entertain- 

ent costs, and so on, which we use in rate cases, and which, paren- 
hetically, are automatically disallowed. 

Senator Kincorr. Could you furnish that for the record, such as is 

\ tilable ? 

Mr. Rorn. Yes, sir. 

The information referred to follows :) 
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PAN AMERICAN EXECUTIVES 


Senator Kincore. All right. For instance, I note, and I don’t know 
whether Pan American is included in your list or not, that the salaries 
alone of the 10 top executives amount to $376,800 a year for the cal 
endar year 1953, and that the persons outside the company receiving 
over $10,000 totaled $465,354, and none of that imeludes expense 
accounts, or a total of $842,154, amounting to pretty close to a million 
dollars. Is that correct, according to your figures? 

Mr. Rorn. I would have to check, Senator Kilgore. 

Senator Kircorr. Frequently expense accounts run pretty high. | 
notice on Trans World Airlines that the top 10 executives receive 
$465,082 a year, and the outside, persons outside the company, received 
$564,520 inthe calendar year 1953 in compensation alone, not including 
expenses. 

For instance, I noticed one firm received $304,000 from TWA, and 
another firm received $201,350 from Pan American. 

I notice another figure you had here, beginning in 1946, it showed 
the salary of just one vice president, J. C. Cone, with a total of 
$113,500, and a total of $100,453, for the years 1946 to 1951, in 
clusive, and another vice president received $88,791 in salary and 
bonuses, $61,682 in expenses, or a total of $150,473. 

That does not include the cost of operation of executive planes 
which was mentioned here in testimony yesterday. 

Mr. Gurney. All of those amounts, Senator Kilgore, have been 
presented in the formal proceeding, the Trans Atlantic mail case, I 
believe, the last two companies you have mentioned. 

Senator Kireorr. I would like, Mr. Chairman, to insert these 
figures into the record at this point in detail, if I may. 

Senator ExLenper. Without objection, that may be done. 

(The information referred to follows :) 


Pan American World Airways—Year ending Dec. 31, 19538 


“Mail pay,” including subsidies $38, 838, 


Top 10 executives—Salaries, fees, bonuses, and indirect compensation 
(does not include expense accounts) : 
J. T. Trippe, president and director__________~ ‘ -. $22, 200 
S. F. Pryor, vice president and assistant to president_____- . 48, 700 
H. J. Friendly, vice president and general counsel; director 42, 300 
F. Gledhill, vice president and director___..---_- * , 700 
J.C. Leslie, vice president and director___.__--~~- , 200 
’, S. Lipscomb, vice president, traffic and sales__- ‘ 88, 000 
’. L. Morrison, vice president, LAD__- 8, 000 
. E. Gray, vice president, Atlantic division_____~_ 8, 000 
Balluder, vice president 000 
A. P. Adams, vice president 


Total 
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Pan American World Airways—Year ending Dec. 31, 19583—Continued 


rsons outside the company receiving over $10,000 for 1953: 

Loomis, Suffern & Fernald a , _. $201, 350 
Cleary, Gottlieb, Friendly & Hamilton__.__ ated ; 66, 282 
J. Walter Thompson soslatihdin - : 55, 528 
Lowell A. Mayberry__----~-- 2 . 89,000 
Steptoe & Johnson__- wen z eee cea iae 18, 000 
Dickie-Raymond, Inc_- : . “ : _ 18, 000 
Julius Klein j ; ; ; . 16,400 
Bushby & Palmer ___-- — scat 15, OOO 
Paul Aiken___-~-~- ~ ; stig ‘ 12, 000 
Liberia Co_-- seinen b eee ve 12, 000 
Columbia Reporting Co > ’ : ce 11, 794 

Total__ wubees vanes = 165, 354 


Grand total of top-level fees ‘ mis seddesdtidipiecd . 842, 154 


yurces: CAB Recurrent Reports of Financial Data, and Schedule E of CAB Form 41. 
Trans World Airlines—Year ending Dec. 31, 1958 


Mail pay” including subsidies ‘ $9, 564, 892 
p 10 executives—NSalaries, fees, bonuses, and indirect Compensation 
does not include expense accounts) : 

R. S. Damon, president and director $ , 691 
W. L. Pierson, chairman of board and director 99, 869 
J. A, Collings, executive vice president and director : 16, 945 
Kh. O. Cocks, vice president, sales, and director : . 3, 670 
G. H. Clay, secretary 

I. K. Taylor, vice president 

M. J. Plodinec, controller 

1). W. Harris, vice president, industrial relations 

J. L. Weller, vice president and assistant secretary 

G. L. Gilmore, vice president, public relations 


Total 


sons outside the company receiving over $10,000 for 1953 : 

Chadbourne, Parks, Whiteside, Wolff & Brophy 

Garth A. Sharp & Tom Ward, Jr , 188 
Batten, Barton, Durstine & Osborn, Inc 37, 218 
Grammercy Park Press : ol, 249 
Universal Advertising Agency 28, 283 
Haskins & Sells : q 28, 172 
Amman & Whitney : 26, 662 
Reed, Smith, Shaw & McClay 20, 000 
Airport Medical Center 17, 488 
Carl Byoir & Associates, Ine 14, 507 
Douglas Williams Associates__ a 10, 558 


Total 564,320 


Grand total of top level fees 1, O29, 402 


Source: CAB Recurrent Reports of Financial Data, and Schedule BE of CAB Form 41. 
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Sample of relationship of expense accounts to salaries in subsidized arrlin: 
2 Officials of Pan American World Airways, Inc. 


Salary | Expenses 


Assistant Vice President J. C. 
1946 $19, 000 
1947 _.. 18, 000 


1 


1948 18, 500 

1949 18, 500 

1950 : 18, 500 

1951 21, 000 3, 856 
Total 3, 500 0,453 | 


Assistant Vice President W. J. McEvoy 
1946 5, , 209 | 
1947 500 | 8, 135 
1948 5 . 864 
1949 , 500 , 000 
1950... , 500 , 630 
1951] 5, 291 , 844 


Total “ , 791 , 682 


Source: Brief of Bureau Counsel Milton H. Shapiro to the examiner, CAB, in Trans-Atlantic Final Ma 
Rate Case (Docket No. 1706 et al., July 3, 1953, p. 114. Exhibit EC-134). 


REPORTS REQUIRED BY CAB 


Senator Ex.enper. Off the record a moment. 

(Discussion off the record.) 

Senator Eitenper. On the record. 

Senator Kincorn. Could I ask a question at that point, which is i 
line with this former question. 

Why does the CAB require reports from subsidized companies 01 
from persons receiving fees in excess of $10,000 a year? That is for 
out-of-employment people? 

Mr. Ror. I would have to check to get a comprehensive answer, 
but from general information I would say that it is a common pra 
tice of all regulatory agencies, both State and Federal, to put a mii 
mum figure below which you would not require the public utility o1 
carrier to furnish information regarding these fees which usually ar 
fees for special services, legal fees, auditing fees, and so on. 

Mr. Nunnery. They report in total but not individually. 

Mr. Rorn. You can obtain from the quarterly fin: uncial a 
filed with the Board, a special account in which the carriers mus 
show all of the special, professional, and technical fea But that 
would simply show all of these payments in a lump sum in the a 
count. They have to name the individuals or firms to whom they make 
payments in excess of $10,000. I believe that is a standard practice. 


REPORTING OF FEES 


Senator Kircorr. Of course, under that system it would be possible, 
say, to pay a fee of $19,950 to a man and split the fee between 2 years 
and he would still stay oe $10,000. 

Mr. Gurney. But the total paid to him would be in the report to t! 
board. 

Senator Kitcorr. I know, but you could split the report and sp 
the fee over 2 years, or pay him part of it in December and part 
January, because they operate on a calendar year basis whereas we 
operate on a fiscal year basis. 
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Mr. Rorn. I know definitely we have outstanding instructions to 
our field audit staff to make a detailed audit of all of the amounts 
appearing in that account of special and professional and technical 
fees, so that the Board will be completely on notice as to what is in 
that account, no matter how the amounts might be split up in the 
manner that you de scribed. 

Senator Kincorr. That is the way it has been taken care of, and I 
m still leading up to my point. In other words, if you went clear 
down the line, it would be much more of an expensive job than the 

ay you have to do it now, is that right ? 

“Mr. Roru. No. To pick a lower figure for that particular item, it 
would be a slight amount more expensive for the carriers, perhaps. 

Senator Krncorr. But it would be more expense for CAB? 

Mr. Rorn. I don’t think it would be in that particular case, because 
we are already auditing that account, regardless of their furnishing 
it. In other words, they tell the Board the names of the individuals 
getting more than $10,000, but our auditors go in and find out which 
ndividuals got less than $10,000. So I don’t think it would be any 
burden on the Board or its staff if the Board were to consider lowering 
that figure. 

The carriers might argue it would be a burden on them or would be 
an unsound policy to list every small payment. 

Mr. Gurney. It is possible, Senator Kilgore, that we could answer 
the rest of the questions, by putting the questions and our replies in 
vriting into the record. Mr. Mulligan, our secretary, has a word to 
say on that. 

Mr. Moutuiean. If that would be satisfactory, Senator. I have 
reference to the remaining questions in your memorandum of yester- 
day afternoon, since you have some others that we have not yet seen 
that you want to ask. 

Senator Kineorn. Some of them may be covered in what I am get- 
ting ready to ask. 

Mr. Gurney. Then I will proceed as we started. Your third ques- 
tion was: 

COST OF REROUTING FLIGHT 960 


[ wish to ask if the Chairman of the CAB will make a definite state- 
ment to this committee as to whether or not the extra cost of approxi- 
mately $85,186.40, involved in the longer routing of flight 960 is or is 
not covered in the proposed $14,013,000 of air-mail pay and subsidies 
which the CAB intends to give to TWA, assuming Congress approves, 
during 1955. 

Mr. Ror. The answer is that we did not include any amount what- 
soever for the additional cost of the longer routing of the flight 960. 

Mr. Gurney. The next question: I should also like a definite state- 
ment as to whether or not the extra costs of this routing have been 

ncluded in the $13,820,000 of air-mail pay and subsidies which the 
CAB has been spending on TWA during the fiscal year 1954 or in the 
mail pay for any other year. And your answer, Mr. Roth? 

Mr. Rorn. In my opinion TWA has not received any extra compen- 

sation in any year for such additional costs. 

Mr. Gurney. Following with the next question: In the brief which 
I inserted into the record of these hear ings on April 7 is a statement 
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that within Europe on the Paris-Rome segment, flying the zig-zag 
route, which is necessary if the plane flies as it has been flying recently 
without navigators on board, costs the company an extra $6, 000 per 
week. That is the end of the question. 

Have you any reply on that Mr. Fitzgerald? 


ZIG-ZAG FLIGHT FROM PARIS TO ROME 


Mr. Frrzceratp. That question, apparently, is based upon a mis- 
understanding of the fact, that the operational pattern flown be- 
tween Paris and Rome is not altered by the presence or absence of 
a navigator on board, that the indirect routing which I assume means 
Paris, Marseilles, to Rome, is flown only for nonweather reasons, 
with a Boeing Stratocruiser. The reason for that is that the enroute 
minimum altitude is 17,500 feet, and on a single engine performance 
standard the Boeing Stratocruiser cannot fly that direct route, so it 
has to go around the mountains. But in conclusion I might say that 
the problem here is not in any wise connected with the | presence or 
absence : of navigators on board the aircraft. 

Mr. Gurn Further your question says: I will ask the Chair- 
man of the C ‘AB to make now or later a definite statement to this 
committee as to whether or not any of the extra costs of the zig-zag 
route are covered in the airmail and subsidy payments for fises al 1954 
yr the contemplated appropriation for fiseal 1955. Mr. Fitzgerald? 

Mr. Frrzcrraup. In view of what I said previously, Mr. Chairman, 
we are not subsidizing a zig-zag route there except in certain opera 
tional cases, and to the extent that those are legitimate operational! 
problems we would, of course, support them. 


RECOMMENDATION FOR GAO INVESTIGATION 


Mr. Gurney. The next question is: I wonder if the Chairman of the 
Civil Aeronautics Board would care to comment on the recommenda- 
tion of the junior Senator from Massachusetts that this committee or 
the Committee on Government Operations request the Comptroller 
General to look into this entire airline subsidy situation to discover 
if there have been unauthorized or excessive subsidies and to recom 
mend where economies can be achieved. 

I will say, Senator, in partial reply, and then let our Secretary 
answer in full, that the Board is always glad to receive representatives 
of the General Accounting Office, and they have been with us reg- 
ularly. I would like a further reply to that to be made by Mr. Mul 
ligan from his close attention to the General Accounting Office af- 
filiations with the Board, or shall we say their audits of the Board 
at different times. 

Mr. Mutiiean. Yes, Mr. Chairman. 

Beginning in July of 1952, the General Accounting Office com- 
menced what it describes as a comprehensive audit which it plans to 
make of all agencies as part of the normal course. It was explained 
that the first phase of that audit would be to deal with the Board’s 
mail rate program, with specific reference to the policies and proce- 
dures followed by the Board. A representative of the GAO w: as 
thereafter assigned and worked on the Sesieut until December of 1952 
when it was temporarily suspended. 
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The representative of the General Accounting Office informally 
stated that his investigation had disclosed nothing to indicate that any 
of the Board’s determinations or its ap proach to ‘the subsidy program 
was other than sound. The comprehensive audit was resumed in No- 
vember of 1953 and is continuing. So I think it is fair to say that the 
General Accounting Office is ¢ losely following, as they norm: ally would, 
our operations in relation to subsidy just as the *y are also following, 
through a continuing internal audit, which they r conduct of all 
agencies, our own internal accounting procedures. 

Mr. Gurney. Does that cover the point, Senator ? 

Senator Kitgorp. Yes. 


COMPARISON OF TWA AND PAN AMERICAN 


Mr. Gurney. Your next question is: Let me ask, assuming at this 

nt that the attached figures are approximately correct, do they not 
ndicate that, in contrast to the performance of TWA, the experience 

th Pan American indicates that the larger they get, the greater is 
their operating loss before mail pay, and hence their request to you 
for airmail pay, most of which is outright subsidy, becomes greater 
and greater ¢ 

On the other hand, in direct contrast to the trend of Pan American, 
the larger the volume of business done by TWA, the smaller seems 
to be their need for so-called mail pay. How do you explain the 
difference ? 

Mr. Roth? 

Mr. Rorn. First, the figures referred to in the attachment do not 


appear to be comparable between the two carriers. That is, we have 
gross revenue figures for Pan American, but gross nonmail revenues 
for TWA. To make the figures comparable, I would like to furnish 
the » comparable figures of TWA to the gross revenues for Pan 
American. 

For TWA’s international operations, the gross revenues are $43,- 


$12,000 for 1950; 1951, $48,094,000; 1952, $48,337,000. 

Mr. Gurney. I would suggest, Senator Kilgore, that the reporter 
set them up in the hearing just as you handed them to us with our 
penciled figures in as the comparable figures, in such a way that they 

ill be understandable. 

"fleneian Kiricore, All right. 

Mr. Roru. The corresponding mail pay figures for TWA are indi- 
cated in the table. 

(The table referred to follows :) 


Pan American World Airways 


[Calendar years] 


(rross revenues | $145, 112, 000 | $173, 287, 000 $191, 627, 000 
United States mail pay She 30, 975, 000 33, 047, 000 35, 875, 000 





Souree: CAB Form 41 reports, House hearings, p. 627. 
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Trans World Airlines—International Division 


; ; 
| 1950 1951 1952 


Gross revenues 4 $43,812,000 | $48,094,000} $48, 337.0 
United States mail pay ¢ 9, 070, 000 6, 363, 000 | 3, 568. 00 
| 


Source: CAB Form 41's. 


The comparison of Pan American as a whole, with TWA, 
course involves a comparison of Pan American flying the Atlantic. 
the Pacific, the Caribbean area, and into Alaska, with TWA’s opera 
tions across the Atlantic only, so that you have completely different 
conditions from one area to another, with different degrees of foreign 
competition and so forth. 


ATLANTIC DIVISION INCOME TAX 


Senator Kincore. May I ask at that point, Pan American’s Atlantic 
Division does not make an income tax return, do they ? 

Mr. Roru. No, it is filed by Pan American World Airways, Inc. 

Senator Kmcorr. And they have an operating unit to handle the 
Atlantic, 1 the Pacific, and 1 the Caribbean ? 

Mr. Ror. And one for Alaska. 

Senator Kincorr. Are they separate corporations owned by Pan 
American ¢ 

Mr. Roru. They are now a single corporation with separately oper 
ated divisions. They were at one time, I believe up to about the time 
of Pearl Harbor, separate corporations. But since roughly 1941 « 
194: they have been all one company. It used to be Pan eeatian 
Airways, Inc., which was controiled by a holding company that at 
one time filed consolidated Federal income-tax returns, but several 
years ago the holding company was abolished, and you now have the 
tax return filed by Pan American World Airways, Inc. 


MERGER OF PAN AMERICAN AND OVERSEAS AIRLINES 


Mr. Roru. The trends for the two carriers are very complicated. 
To begin with, Pan American merged with American Overseas 
\irlines about the middle of September 1950. 

Senator KitGore. Did it merge or just take over? 

Mr. Roru. I believe technically they bought out American Overseas 
Airlines; yes, sir. 

Now, as a result, you see a tremendous increase in the 1951 figure for 
Pan American over 1950, in part because the 1950 figures inelude on!) 

5 or 3144 months of operations over the American Overseas rout 
vhereas in 1951 you have a full year. 

I have some figures showing the break-even need, that is, the loss 
before any mail pay, either service pay or subsidy, of Pan American’s 
Atlantic Division alone, in the years 1950 through 1952. Those figures 
show a sharp decline between 1950 and 1952. The Atlantie Division 
break-even need was $14,563,000 in 1950. It dropped in 1951 to 
$11,827,000, and it further dropped in 1952 to $11,037,000. 

In that same period, TWA’s break-even need was also declining. 
The re is an issue in this transtlantic mail rate proceeding, which 

Board has not yet decided and on which the examiner has only 


} 
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iade a recommendation to the Board, the issue of whether at least 
r the future period there should be a comparable rate for the two 
irriers. The position of the Board staff, as a matter of fact, is that 
ny ’ future rate ought to be a comparable rate for the two air car- 
s, but the Board has not yet taken that question under advisement. 
‘Genatet Kiicorr. So really, Pan American World Airways, Inc., 
1s taken over the duties of the former holding company as a cohesive 
it. Does it also own the various subsidiary units, such as interests in 
arter South American lines ? 
Mr. Rorn. Pan American World Airways owns whatever stock Pan 
\merican owns in these other companies in South America and other 
ACES. 


Senator Kircore. All right. 
TESTIMONY BEFORE HOUSE COMMITTEE 


Mr. Gurney. Your next question is: Could the Chairman of the 
\B furnish this committee with a copy of his testimony at the House 
\ppropriations Committee on Monday, March 1, 1954? 
Che answer is, Senator, that we did not have pre pared testimony to 
the committee at that time. The House committee wanted to 
iestion us more thoroughly on our need for subsidy money and 
pecially to get further information on any possible offsets because 
the Supreme Court decision. So we just answered their questions 
they were propounded. Therefore, there is no copy. The tran- 
‘ipt has not been submitted to us, nor have we seen that the record 
s been printed. We do not have it. 
Senator Kitgore. The reason I was asking that question was that I 
id not been able to find a printed record either. 
Mr. Gurney. I believe, Senator, that we have covered the points 
ked by the House committee in our testimony that I presented first 
his committee last Thursds ay. 
| other words, I believe we covered all of the questions that were 
ed, the general questions, at least, in my statement of last Thursday, 
n other testimony and we feel that we have given the Senate com- 
ttee every bit of information that we gave the House committee. 


TOTAL PROTEST OF POSTMASTER GENERAL 


Your next question, Senator was: Granted that you may feel that 
e Postmaster General has inflated some of his protests, nevertheless, 
s protest as noted in Senator Kennedy’s statement on page 5, and 
gressman Gary’s statement in the Congressional Record of March 
, page 2496, give a total of protests amounting to $35,034,000, and 
Postmaster General’s latest protest of April 12 might project the 
s being contested to a considerably Sill higher figure; is not that 
rrect ¢ 


lhe answer 18, I do not believe it is corre t. Mr. Roth will vive you 
tails, 


Rorn. I believe the figures quoted are not very accurate, and 
iy be quite misleading. Let me single out jae" a few of the figures. 
‘or United Air Lines, the figure quoted— 

Senator Kizcorr. Wait aminute. Let me hold you up just a second. 
ght I at this point insert a copy of the protest in the record and then 
ou go ahead and comment on it. I think that will be better. 
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Senator ELLenper. Without objection that will be done. 
(The report referred to appears on p. 2211.) 


HAWAITAN OPERATIONS 


Senator Kincorr. That is the Postmaster General’s protest. 

That was prepared by the Solicitor. 

Mr. Rort. Is that the Atlantic case ? 

Senator Kiigorr. Trans-Atlantic. 

Mr. Rorn. I am familiar with that. 

Senator Kireore. | have inserted it in the record and I think it wil 
read more coherent ly. 

Mr. Roru. Congressman Gary, according to the statement in the 
Congressional Record, quotes the Postoffice Department as challeng 
Ing $15,857,000 as the amount of money being involved in the case of 
United for the Hawaiian operations. The reason I think that figure 
is misleading, even though it might be a direct quotation from the 
Postmaster General’s petition, is this: 

United, for its Honolulu services for the period from the time they 
began operating in May 1947, until August 1952, when they were put 
on a system subsidy free rate of just 45 cents per ton- mile, United 
received total mail pay, service and subsidy combined, of $ 2 600.000 
Of that $2,600,000 we estimate that at a 45-cent rate which I believe 
for a route to Honolulu would clearly be without anv subsidy, the 
service pay would be $1.600,000. Therefore, there is a possible col 
tention that United has received a million dollars of subsidy for that 
route. 

Now, under this theory or under the decision of the Supreme Court 
that we must consider these other revenues before finalizing the sub 
sidy payment for one operation, in my opinion the most we cai 
deduct is the entire subsidy. But if the subsidy is only $1 million. 
we cannot deduct $16 million of alleged excess earnings. So even if 
the alleged $16 million of excess earnings exist, you can for this pur 
pose deduct no more than $1 million. I think there are various errors 
of that type. We have had conferences in the Trans-Atlantic Mail 
Rate case in the last 2 weeks, with the air carriers and the Postmaste) 
General to try to resolve the very complex, technical issues, in dete: 
mining the impact of the Supreme Court decision. There is a lot 
more to it than just the figures contended by the Postoffice Depart 
ment. 

The carriers contend there is no excess earning whatsoever. Ws 
have not yet worked up the figures. They will be included in our brief 
to the Board at the end of next month. 

Senator Krneorr. All right. 

Do you have any more questions on your list ? 

Mr. Gurney. Those are all the questions you sent us, Senator. 

Senator Krieore. I have just a few short questions I would like t 
ask. Before I ask them, would it be imposing upon you too much if 
I should write a few more questions and ask you to just submit 
answers in writing? TI will check over what I have here to see that 
and send it down and insert it in the record, if the chairman has m™ 
objection. 

I may want to write a few questions down and ask him to answe! 
them in writing, and we will insert them in the record. 
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Senator ELLeENpDeR. Senator, I understand that we expect to close 
the hearing on oral testimony, and if the questions and answers can 
be submitted, say within the next couple of days, we can insert them in 
the record, 

Senator Kireore. I will try to meet that and if not, we will put 
them into the committee files. 


RECENT ISSUANCE OF CERTIFICATES 


Mr. Gurney, since you have been on the CAB, have there been any 
uriers given certificates to fly passengers over any domestic trunk 
routes? I am talking about since you have been on the CAB. 

Mr. Gurney. Of course they did not need any additional certificates 
to fly over the routes that were in existence. What you are asking 
e is whether any routes have been given to the certificated carriers ¢ 

Senator Kiteore. If you want to study that up, you can insert the 
nswer into the record. 

Mr..Gurney. I would like to, in order to get it accurate. If there 

anyone on our staff here that can answer that question, 1 would 
be glad to have them do so. 

Senator Kiicore. Has any applicant ever received a certificate to 
erform such service since the founding of CAB in 1938? In other 
words, existing airlines, at the formation of the Civil Aeronautics 
Board in 1938, since that time what times have you certificated addi- 
tional lines over existing trunklines at that time? Could you check 
he records and give us the answer on that? 

Mr. Gurney. Yes. 

Che information referred to follows:) 


The Board has not certificated any new air carrier for passenger services 
ver domestic trunk routes since 1938. The Board has, however, expanded the 
routes of the smaller trunklines to strengthen the domestic trunk-route pattern, 
thus providing additional competition over major trunk-route segments. Also the 
soard has certificated some 30 new carriers. On an experimental basis, it has 
extended service to small communities by its local service program; provided for 
the authorization of several all-cargo carriers to engage in the transportation of 

iperty only over trunkline routes, and permitted irregular carriers to engage 
in large-scale passenger and cargo movements. It is believed that the following 
tatement will clarify the Board’s position on the general problem of entry 
nto the air-carrier field. 


ENTRY INTO THE DOMESTIC TRUNKLINE FIELD 


It is an accepted principle of Government that certain business enterprises, 
alled public utilities, affect the public interest to such a degree that it is neces- 
iry and desirable in the interest of the public to provide for governmental 
regulation of such enterprises and for limited entry into that particular field 
f business enterprise. Such enterprises as motor carriers, railroads, water and 
gas companies, communications companies, and similar enterprises are not 
permitted to begin operations whenever and wherever they choose, but are 
equired to obtain a license, franchise, or similar authorization from the proper 

governmental authority. 

By passage of the Civil Aeronautics Act of 1938, Congress determined that 
ir transportation should likewise be classed and regulated in the same manner. 
Under the act no person can engage in air transportation wnless and until it 
/btains authorization from the Board. In brief, the system of free enterprise 
1 air transportation was abolished by the Congress in 1938, and was replaced by 
a system of limited entry administered by the Board pursuant to standards 
established by Congress in the Civil Aeronautics Act. The “right of entry” into 
he field of air transportation, therefore, is a right which can be gained 
nder the law, only upon an affirmative showing of a public need for the service; 
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and a demonstration by the applicant that he can successfully meet and satis{ 
the statutory requirements of fitness, willingness, and ability to provide th 
required service 

The Board has found that in air transportation, as is true in the case of oth« 
industries, unit costs tend to decline with increases in volume. Thus the Board 
has approved a number of mergers among the carriers for the purpose of obtaining 
the benefits to the public of lower rates and less subsidy resulting from operation 
of carriers of larger, and thus more efficient, size. The development of our a 
earriers has required the investment of many millions of dollars in order 
provide adequate and suitable air transportation needed by the public. Grant 
of unrestricted entry would jeopardize the very substantial investments in ai 
carrier services and would deter the development of stability in air-carri 
operations required for their full development. 

In practice, the Board has found that in the development of its route policies 
it has generally been necessary to facilitate freedom of entry into air-transporta 
tion markets by both new and existing carriers in order to assure competition t 
the extent necessary to meet the tremendous growth of the air-transportatio: 
needs of the Nation and at the same time encourage the development of new 
services. 

In meeting the developing public need, the Board has opened the door to man) 
new carriers to engage in broad experiments with new type services. Since the 
war, the Board has certificated some 30 new carriers. On an experimental basis 
it has extended service to small communities by its local service program: pr: 
vided for the authorization of several all-cargo carriers to engage in the trans- 
portation of property only; and finally, permitted the irregular carriers to e 
gage in large-scale passenger and cargo movements under exemption rights ex 
tended by the Board. 

In otber instances the Board has met the public need through expansion of 
existing certificated air carriers. Such expansion has contributed to the economi: 
health of these carriers and resulted in direct benefits to the airline passengers 
through the provision of low fares and improved services. For example, thi 
Board certificated National Airlines, a small southeastern carrier, over the trun! 
route between New York, Washington, and Miami, thus assuring not only a; 
gressive competition with the existing trunk carrier in these markets, but a 
resulting in economic improvement for National with attendant benefits to tl 
cities served by it. Similarly, Northwest Airlines was granted entry into New 
York and Washington, thus creating a transcontinental routing for that carrier 
Western Airlines, a regional carrier, was extended from San Francisco north 
to Seattle and Portland. Delta and Capital Airlines were similarly extended 
into competitive markets, the former furnishing competitive service between 
Chicago and Miami and the latter furnishing service from northeastern cities 
to Atlanta and New Orleans. These are only examples of the many route grants 
which have been made for the purpose of strengthening the domestic trunk route 
pattern and which are responsible in large part for the relatively low fare levels 
which prevail today. 

There is another aspect of this matter of “entry into the field,” consideratior 
of which is particularly appropriate in light of the emphasis being placed by the 
administration and the Congress on reduction of subsidy and the Board’s own 
efforts in that direction 

As recently as 1951 the domestic trunkline carriers received, according to th 
Board's estimate, approximately $19 million in subsidy. For 1955 the estimate 
is $3,566,000, a reduction of more than $15 million. Obviously this is a notabl 
achievement and supports the view that ultimately this segment of the industr) 
may be entirely subsidy free. Nevertheless, certain of the domestic trunklin¢ 
earriers still require assistance in the form of subsidy in spite of the fact, as 
those who raise the issue are quick to point out, the number of trunkline carriers 
is actually less than in prior years—13 at the present time, for example, com 
pared with 16 in 1951, 

Of the points which the certificated carriers are required to serve some ar‘ 
“profit” points; others are “loss” points. Fundamental questions, therefor¢ 
which arise in connection with any application for a new certificate are: 

(a) What subsidy, if any, would the new carrier require? 

(b) What effect, if any, would the certification of a new carrier have on th¢ 
subsidy requirements of carriers presently certificated ? 

It is usually the claim of those seeking to enter the field, and their proponents 
that no subsidy would be involved, and it is true that certain points could lb 
selected where the traffic potential would be sufficiently great that service to 
those points alone would show a profit. If, on the other hand, a new carrier were 
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orded no more favorable treatment than those already certificated, and hence 
iired to serve both “profit” and “loss” points, it is entirely possible that such 
rier would not only require subsidy assistance itself, but would increase the 
bsidy requirements of carriers presently certificated. 
the number of domestic trunkline carriers which the existing demand for, and 
me of, air transportation will support without assistance from the lederal 
rnment is, of course, a matter of economic judgment. Viewed from the 
ndpoint of subsidy, and the fact that, despite the tremendous progress made 
ird self-sufficiency, certain existing carriers still require Federal aid, it can 
is logically argued that there should be a further decrease in the number of 
mestic trunkline carriers as that additional carriers should be permitted to 
ipete in that field. 
Senator Kireore. All right. And one other thing: Are there fewer 
ertificated carriers serving the trunk routes now than a few years ago? 
Mr. Gurney. There have been some mergers. 


RIGHT OF NEW ENTERPRISES 


Senator Kitcorr. Some mergers ? 

Mr. Gurney. That is right. So there are fewer in number. 

Senator Kiuzeore. Fewer in number of lines? 

Mr. Gurney. Right. 

Senator Kizgore. In what way has the CAB sought to comply with 

e statutory responsibilities to preserve and protect the right for 

entry of enterprise into aviation? What has been the CAB atti- 

de on that point ¢ 

Mr. Gurney. Well, there is still open the avenue of any one seeking 
. certificate. They have to justify the public need for the line. That 

been the necessity ever since the act was started. I would say it 

open as much as it ever has been. 

Senator Kirgorr. You still get back to the old grandfather clause 

that in which you grant these longtime certificates, these unending 
certificates that have been granted, which requires a showing by an 
ipplicant that the present service is inadequate and they must have 
additional service; is that right? 

Mr. Gurney. That is right. And the grandfather certificate they 
received gives them no greater right than any line receiving a cer- 

ficate for a segment since then. 

In other words, a permanent certificate granted is just the same as 
the grandfather certificate granted in the original act. 

Senator Kirgorr. They amount to grandfather certificates if it is 
. new route, of course, when you grant a certificate it amounts to a 
grandfather certificate. The first line that gets in and gets the cer- 
tificate has the grandfather rights; isn’t that right? 

Mr. Gurney. I would say so; yes. 


NEED FOR MORE AUDITING 


Senator Krigore. Now, 2 or 3 more questions on policy. I am ask- 
ing you, from your experience whether or not—and may I say we 
isked the same question yesterday of another very distinguished offli- 

il—you do not need more auditing in order to save money on the 
question of these mail-pay rates ? 

Mr. Gurney. We would like to have additional auditors. I could 
ot say at the moment how many we could use to good advantage and 

| order to save money. 
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Senator Kircore. In other words, [ realize you are limited right 
now by the budget recommendations. 

Mr. Gurney. That is correct. We have toned down our request 
to the budget, too, for increases, hoping that we could get a few audi- 
tors in addition to what we have had in prior years. 

Senator Kitcore. From your personal observation, would it not 
in the long run save the United States Government money if com- 
plete running audits could be kept up to date at all times ¢ 

Mr. Gurney. Well, of course one could not say how much for sure, 
but I think additional staff would put us in a better position to effec 
savings, not only as regards audits, but in handling route cases and 
rate cases which also affect the sums received by the carriers. The 
vudits are certainly important. 

Senator Kincorr. In other words, you now have just your quarterly 
audit, is that right? ; 

Mr. Roru. No, sir; we don’t make quarterly audits. We receive 
quarterly financial reports and a more limited monthly financial repor 
from the carrier, but the audits are made at longer intervals. 

Senator Kiteore. So that in that interval you must rely completely 
on company reports that come into you from the various operati! 
companies, is that not right ? 

Mr. Gurney. And make a correction after our audits. 

Senator Kiicorr. And after you do make an audit you make 
correction, 1s that right? 

Mr. Gurney. That is right. 

Senator Kincorr. So you cannot keep a running audit up and th 
fore be able to get an actual figure on the cost, the fair cost with 
reasonable determinations, of mail hauling? 

Mr. Gurney. Let’s say it would put us in closer touch with opera 
tions of all airlines and make it possible for the Board to operate i1 
a more satisfactory manner. 


HOUSE CUT 


Senator Kireorr. For instance, this current appropriation bill, 
believe the House cut your payments to air carriers some forty or fifty y 
thousand, isn’t that right ? 

Mr. Muixican. $33 million. 

Senator Kinegore. I meant million. 

Mr. Gurney. That did not cover any salaries and expenses of the 
Board’s staff. 

Senator Kiteore. No, I am talking about payments to earriers only, 
not the Board’s staff. 

Mr. Gurney. That is right. 

Senator Kiteore. In other words, the salaries and expenses are 

about $3,777,000 to administer an expenditure on your own estimates 
of $80,655,000 in the 1954 appropriation, and your best estimate— 

Mr. Muuiiean. And do all our other work. 

Senator Kingore. Of $73 million on the 1955 estimate and to cat 
on all the other duties of the Board, is that right ? 

Mr. Gurney. That is right. 

That is not quite the whole story, though. Our staff and ow 
Board has a job to do in connection with the total claims of $138 mi! 
lion, because the post office pays out whatever is coming to the car 
riers for the carrying of the mail, under rates fixed by the Board 
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Senator Kitéore. In other words, you have to fix the rate in addi- 
tion to auditing any subsidy payments ? 

Mr. Gurney. That is right. So our appropriation of $3,777,000 is 
to take care of the total expenditure by the Federal Salereniais of 
$138 million plus. 

Senator Kiieore. So that actually we are spending in total appro- 
priation of the Board approximately 2 percent of the amount the 
Board has to pay out, isn't that about right? 

Mr. Gurney. That is about right. 

Senator Kitgore. That is all I have, Mr. Chairman. 

Senator ExLenper. Thank you. 

Mr. Chairman, there was one question that I wanted to ask you, and 
if you cannot give an answer now, you might answer it later and put 
t into the record. 


HAWAIIAN CARRIERS’ OPERATIONS 


Would you explain briefly the Hawaiian carriers’ operations? I 

nderstand there are two lines there. Judging from the amounts of 
subsidy to service mail pay, I notice that about 95 percent is for sub- 
sidy and only about 5 percent for mail pay. Why is that? 

Mr. Gurney. I believe we can answer that question now. 

Mr. Roth has that case well in mind and can give it to you quite 
quic kly. 

Mr. Rorm. For one thing, we just began a formal hearing yester- 
lay morning involving the final mail rate to be established for the 
two carriers in the Hawaiian Islands, Hawaiian Airlines and Trans- 
Pacific Airlines. I think the principal reason that such a high per- 
centage of the total mail compensaticn is subsidy rather than service 

nail pay, is the fact that there is practically no mail, and therefore 

ractically no service mail pay. In other words, the service mail pay 
we estimate for the 1955 fiscal year, for the two carriers together, will 
be only $48,000. In other words, $24,000 on the average for each 
carrier or $2,000 a month. If the carriers had 10 times the amount of 
mail, that would help to reduce the subsidy. In other words, they 
stand ready, they have idle capacity to haul a lot of additional mail, 
but because of that unused capacity, we are basically giving them sub- 
sidy, which they require. 

Senator ELLENDER. What is the justification for continuing it? 

Mr. Rornm. Well, under the terms of the Civil Aeronautics Act, for 
the routes established for the two carriers, we estimate that there will 

e the subsidy requirement of roughly $1 million for 1955. There is 
eo scheduled to come up, I be lieve next month, a hear ing involving 
the renewal of the certificate of Trans-Pacific Airlines. That car- 
rier has been operating for only a relatively few postwar years on a 
temporary certificate. Hawaiian Airlines has a permanent certifi- 
cate. But we have prepared this subsidy estimate for 1955 on the 
assumption that the routes of the two carriers will continue in exist- 
ence, 

Mr. Gurney. For the record, Mr. Chairman, we did have a pre- 
pared statement on these two carriers in the Hawaiian Islands. I 

will offer that statement for the record for more complete information. 

Senator ELLenper. That will be placed into the record at this point. 


45431 54 pt. 2——67 
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(The statement referred to follows:) 


HAWAIIAN AIRLINES AND TRANS-PACIFIC AIRLINES 
Crvi. AERONAUTICS BoArp 


In November 1948 Trans-Pacific Airlines was certificated for a 5-year period 
only to carry passengers and property within the Territory of Hawaii, and on 
March 1, 1951, to transport mail. Prior to such certification, Hawaiian Airlines 
had been the only certificated airline in the Territory. Hawaiian holds a perma 
nent certificate. 

The Board’s decision to certificate a second carrier was made in order to 
provide competition and so bring about improvements in services offered the 
public who are dependent on air service for interisland travel and to affor 
protection in the national interest in the event that services of the only other 
carrier were disrupted by catastrophe, whether through destruction of facilities 
by fire, strikes, war emergencies, or other disastrous events producing disruption 
of air service by a single carrier. 

Prior to the certification in the spring of 1951 of Trans-Pacific Airlines to carry 
mail, Hawaiian’s mail pay was approximately $32,000 annually, none of which 
was subsidy. 

Following certification of TPA, which required Presidential approval, final 
future rates were established for both carriers. The rates totaled $711,219 
annually—$482,075 for Hawaiian and $229,144 for TPA. 

Following acquisition of the Convair 340’s by Hawaiian and in anticipation 
of a consequent reduction in traffic, TPA filed a petition for an increased rate in 
January 1953. The temporary rate established for TPA was equivalent to 
$400,000 per annum. 

Because of increases in capacity and a consequent drop in the load factor, 
Hawaiian’s mail rate increased under the sliding-scale formula from the esti 
mated $482,075 to $727,208 for the year ended September 30, 1953, although its 
earnings were less than 7 percent on investment. 

ln view of this substantial increase in the mail-pay requirement, the Board, 
on its own motion, on September 3, 1953, reopened the rate for Hawaiian, and 
the matter has been set down for formal hearing in May 1954. 

The Board consolidated the mail-rate cases for both carriers, since it appeared 
that the establishment of rates for both carriers in one proceeding would be 
more appropriate. 

In the course of that proceeding the Board will determine the extent to which 
the carriers’ subsidy requirements should be reduced by means such as cutbacks 
in capacity, ete. 

TPA’s certificate is temporary and is due to expire in June 1954. The route 
proceeding has been set down for formal hearing in June 1954. 

As a result of consultations, initiated by the Board, between the carriers and 
the Board, the carriers increased passenger fares effective February 17, 1954 
This fare increase is estimated to provide additional annual revenues of approxi- 
mately $400,000 and $155,000 for Hawaiian and TPA, respectively. 

The Board, on March 9), 1954, fixed reduced mail rates on a temporary basis 
effective February 17, 1954, to reflect the effect of the fare increases. The 
temporary rates provide $355,000 annual mail compensation for Hawaiian and 
$218,000 for TPA. This is an annual reduction in mail pay of $381,000 for 
Hawaiian and $175,000 for TPA. The final mail rates for the two earriers 
will be deterinined upon completion of the formal procedural steps, including 
public hearing in the consolidated mail-rate case. 

The tentative hearing date for the consolidated mail-rate proceeding of the 
two Hawaiian carriers is May 17, 1954, while the hearing regarding the renewal 
of the TPA temporary certificate is scheduled for June 30, 1954. The timing 
of the mail-rate proceeding to precede the certificate-renewal proceeding was 
arranged so that the Board will first determine the reasonable subsidy require 
ments for the two carriers in the Territory of Hawaii. Shortly thereafter, in 
the renewal proceeding, the Board will be able to determine whether the public 
convenience and necessity requires the renewal of the TPA certificate on the 
basis of all evidence of record, including the previously determined subsidy 
requirements of the two carriers. The Board’s decision on the TPA certificate 
renewal will, of course, be subject to approval of the President. 
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Senator Ectenper. Is there anything else you desire to add? 

Mr. Gurney. Again, Mr. Chairman, all I wish to say is thank you 

ery much, and I do hope you will give us the necessary money to 
y the subsidies for the full calendar year. 

Senator Exxenper. All right. 

This closes the hearings on Commerce, State, and Justice, except 
maybe a few statements to be incorporated later in the record. 
Senator Brinces. At this point in the record we will insert material 

eceived from Senator Kilgore on CAB appropriations for airline 
$101es, 


Che material referred to follows:) 
MEASURE OF CARRIER NEED 


Mr. Kiieore. Mr. Chairman, I should like at this point to insert in the record 
he complete text of two unanimous decisions delivered by the Supreme Court, 
February 1, 1954, Nos. 222 and 223 and Nos. 224 and 225, October term, in Sum- 
merfield v. Civil Aeronautics Board. 

Mr. Chairman, the principles set forth by the Supreme Court apply to the 

ternational airlines which account for over half the total amount of subsidies 
which the CAB is asking us to appropriate for next year. I should like to read 

e sentence from the unanimous opinion of the Supreme Court: “The ‘need’ of 
the carrier is measured by the entirety of its operations, not by the losses of one 
division or department.” 

Mr. Chairman, the estimates of total mail pay submitted by the CAB to our 

mittee in the case of Pan Ameriean totaling $39,662,000, of which $28,333,000 
is admitted to be an outright subsidy, have been computed by the CAB on a basis 
early in conflict with the above principle laid down by the Supreme Court. 

The Postmaster General protested the past and proposed future mail-pay 
wards to Pan American and TWA on the same grounds which have been unani- 
mously upheld by the Supreme Court. 

I believe the CAB examiner himself has stated in the Atlantic Mail Rate ease 
that “further procedures are necessary to determine the need of TWA and Pan 
American Airways as an entity as required under the recent Chicago & Southern 
decision of the Supreme Court.” Reading the Court decision, this admission by 
the CAB examiner and the protests of the Postmaster General in briefs of July 3, 
1953, and April 14, 1954, it appears necessary that the CAB hold a consolidated 
proceeding for all parts of Pan American instead of continuing to treat them 
separately by divisions. The CAB has not yet held such a consolidated 
proceeding. 

Mr. Chairman, our committee has an extremely difficult task in deciding the 
proper amounts to be appropriated for subsidies for these international lines. 
Until we receive estimates which are made up on a basis which conforms to the 
rinciples set forth by the Supreme Court, granting the full appropriation re- 
quested by the CAB would simply encourage the continuation of excessive spend- 
ing on a basis totally in conflict with the unanimous decision of the Supreme 
Court. 

(The material referred to follows :) 
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SUPREME COURT OF THE UNITED STATES 
Nos. 222 & 223.—OcrToser Term, 1953 
No, 222 


Civil Aeronautics Board, Petitioner, v. Arthur BEB. Summerfield, Postmaster 
General of the United States, and the United States of America, on behalf of the 
Postmaster General 

No. 223 


Delta Air Lines, Inc., Petitioner, v. Arthur E. Summerfield, Postmaster General of 
the United States, and the United States of America, on behalf of the Post- 
master General 


ON WRITS OF CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR THE DISTRICT 
OF COLUMBIA CIRCUIT 


[February 1, 1954] 


Mr. Justice DovuGeLas delivered the opinion of the Court. 

Delta Air Lines, petitioner in No. 223, is the successor by merger to Chicago and 
Southern Air Lines (C. & 8.). C. & S. was an air carrier which conducted both 
domestic and foreign operations prior to the merger. The present case involves 
subsidy mail pay for its foreign operations from 1946 through 1950. 

In 1948 the Board, on applications made by C. & S. in 1944 and 1945, fixed a 
prospective annual subsidy for its domestic operations beginning January 1, 1948, 
which the Board estimated would yield a net return after taxes of 7.4 percent 
on that part of its investment allocable to those operations. 9 C. A. B. 786. 
The following three years—1948, 1949, and 1950—the rates in operation produced 
a subsidy of more than $654,000 in excess of a 7.4 percent return. 

In 1946 C. & S. applied for subsidy mail pay on its Latin American routes. 
On October 18, 1951, the Board issued its opinion and order. Rates were fixed 
retroactively from November 1, 1946, to December 15, 1950, and prospectively 
from December 16, 1950. The subsidy awarded was designed to give the carrier 
a 7 percent return, on the property allocable to foreign operations, after taxes 
for the past period, and 10 percent yor the future. 

In fixing the subsidy for the past period the Board refused to offset against the 
earrier’s need for foreign operations the excess earnings on its domestic flights. 
Ii gave two “considerations of economic policy” for that position.? First, the 
Lioard said it would put an “unjustifiable strain’ on domestic operations if the 
atter were required to carry the international operations. Second, it concluded 
that regulatory ends would be better served by maintaining “‘the comparative 
status between those domestic operators which have foreign routes as against 
those which do not have foreign routes.” 


1The Board said: 

“If an offset policy were adopted, the almost invariable result would be that, as in the 
instant case, the profits from a carrier's domestic operations would be used to sustain any 
international operations it might have. Recognizing this likelihood, we hesitate to burden 
the more robust segment of the industry with the obligations of the economically weaker 
part. For if the domestic air transport system can be kept financially sound, the public 
1inust ultimately benefit, putting aside any consideration of the obvious advantage of reduced 
rates of mail compensation. Thus, we anticipate that if the carriers’ earning position con 
tinues strong, reductions in the domestic fare level will be possible, thereby giving impetus 
to the further development of the industry. In addition, with improved earnings, the 
domestic operators should be able to benefit the public and themselves with more modern 
aircraft, and with improved methods affording safe and more efficient operations. We 
cannot escape the thought that if we allow international operations to be carriea on the 
back of domestic operations, we shall be subjecting the latter to an unjustifiable strain 
Many of the domestic operators are well along the road to self-sufficiency. It is our duty 
to speed them on their way, not thwart them. 

“It also appears desirable to maintain the comparative status between those domestic 
operators which have foreign routes as against those which do not have foreign routes 
Since carriers fall into fairly well defined classes, the Board is enabled to fix uniform 
domestic mail rates for groups of carriers provided, of course, that their comparative status 
is preserved by excluding consideration of any international operations. A carrier operat- 
ing under a class rate has every incentive to operate efficiently because it may retain any 
profits it earns in excess of the estimated return to be afforded by the uniform rate. It is 
also administratively desirable to preserve a comparative status between carriers because 
the Board has been able to analyze the operations of each carrier within a class in the 
light of the results achieved by others within the same ciass. The comparison technique 
of ratemaking has proved to be the most satisfactory and practicable available to the 
Board. If we were required to fix rates for both domestic and international operations at 
the same time, it would be difficult, if not impossible, to find a suitable basis for a com 
parison technique of analysis. 

“In view of the foregoing, we find that the earnings from C. & S.’ domestic routes should 
not be used to offset the “need” resulting from the carrier’s international routes. This 
conclusion stems from considerations of economic policy ; we are not deciding the question 
of our legal power to make such an offset.” 
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On the Postmaster General's petition for review the Court of Appeals reversed 
the Board (207 F. 2d 207). The cases are here on certiorari and were argued 
with Nos. 224 and 225, decided this day. 

As we have already noted in the companion cases, section 406 (a) of the Civil 
Aeronautics Act, 52 Stat. 998, 49 U. S. C. section 486 (a) directs the Board to fix 
“fair and reasonable rates of compensation for the transportation of mail by 
aircraft.” Section 406 (b) provides that the Board in determining those rates— 

“shall take into consideration, among other factors, * * * the need of each 
such air carrier for compensation for the transportation of mail sufficient to 
insure the performance of such service, and, together with all other revenue 
of the air carrier, to enable such air carrier under honest, economical, and 
efficient management, to maintain and continue the development of air trans- 
portation to the extent and of the character and quality required for the 
commerce of the United States, the Postal Service, and the national defense.” 

The mandate is that the Board “shall take into consideration” what “the 
need” of the carrier is. The Act thus poses as the initial question for the Board 
whether the financial condition of the carrier is such that it needs a subsidy or 
has no need for one. The Board did not find that Delta had a “need” for an 
additional $654,000. It merely concluded that those excess domestic profits 
should not “as a matter of economic policy” be taken into account in computing 
a subsidy for international operations. In that posture the decision of the Board 
seems not in conformity with the law. 

rhe Board answers to the effect that under section 406 (b) it “may fix different 
rates for different air carriers or classes of air carriers, and different classes of 
services.” It may, therefore, fix a rate for international service. Since it may 
do that, it may, consistently with ratemaking decisions (see e. g., American Toll 
Bridge Co. v. Railroad Commission, 307 U. S. 486, 494) fix the rate at a level 
which will sustain the particular unit. Therefore the Board need do no more 
under section 406 (b) when it fixes a rate for international service than offset 
revenue attributable to the class of service for which the rate is made. That 
is the argument. 

There are aspects of traditional ratemaking that are carried over into the Act. 
Thus we held in T. W. A. v. Civil Aeronautics Board, 336 U. S. 601, that rates 
under the Act are made retroactive only to the date of the application. We also 
noted in that case that the “need” clause in section 406 (b) is not wholly at war 
with traditional ratemaking functions. Jd., p. 604. But the application of the 
“need” clause which the Board has made in this case is at war with the language 
of section 406 (b). The standard is “the need of each such air carrier.” The 
“need” of the carrier is measured by the entirety of its operations, not by the 

sses of one division or department. The measure of “the need” is an amount 
of compensation necessary to carry the mail and “together with all other revenue 
of the air carrier” adequate for maintenance and development. And the Act de- 
fines “air carrier” as “any citizen of the United States who undertakes * * * to 
engage in air transportation * * * (section1(2)). Thus the wording of the Act 
recludes measuring “the need” of the carrier by any other unit than the carrier 
is an entity. 

\s we read the Act, Congress has established a special formula for the fixing of 
a subsidy rate. While the rate may be for a class of service, the return in form of 
a subsidy must be computed with reference to the entire operations of the carrier. 
The requirement is that the Board offset all of a carrier’s revenues in determining 
the subsidy ; there is no discretion in the Board to disregard any portion of the 
revenue because of economic or other policy considerations. In other words, an 
air carrier’s subsidy need is an amount which, “together with all other revenue” 
of the carrier, will enable it to meet and maintain the objectives of the Act. The 
carrier’s “need” is therefore a limiting factor in the sense that the subsidy may 
not exceed it. Since the Board did not construe and apply the Act in that 
manner, the Court of Appeals was correct in reversing the rate order. 

The Board makes an extended argument of policy against that position in 
elaboration of the reasons it advanced for not offsetting the excess earnings from 
lomestic operations against the international subsidy rate.*? It maintains that 
maximum operating efficiency on the part of air carriers and the development of 


*See note 1, supra 
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air transportation—prominent objectives of the Act *—will be better served by 
setting subsidy rates on a divisional rather than on a system basis. This may 
be so gut that is a matter of policy for Congress to decide. As we read sec- 
tion 406 (b) Congress adopted in the present Act a rate formula based on “the 
need” of the carrier as measured by its entire operations, even when a rate was 
being fixed for a class of service. 


Affirmed. 


Nos. 224 Ann 225.—Ocroner TERM, 1953 
No, 224 


Civil Aeronautics Board, Petitioner, vy. Arthur E. Summerfield, Postmaster Gen- 
eral of the United States, The United States of America, on Behalf of tl 
Postmaster General and Western Air Lines, Ine. 


No. 225 


Western Air Lines, Inc., Petitioner, vy. Civil Aeronautics Board, Arthur E. Sum- 
merfield, Postmaster General of the United States, and the United States of 
imerica, on Behalf of the Postmaster General 


ON WRITS OF CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR THE DISTRI 
OF COLUMBIA CIRCUIT 


[February 1, 1954] 


Mr. Justice DouG Las delivered the opinion of the Court. 

These cases, here on writs of certiorari to the Court of Appeals for the District 
of Columbia, present an important question in the construction of section 406 (b) 
of the Civil Aeronautics Act of 1938, 52 Stat. 973, as amended, 49 U. S. C 


section 401 et seq. Section 406 (a) authorizes the Civil Aeronautics Board to 
fix “fair and reasonable rates of compensation for the transportation of mail by 
aircraft.” * Section 406 (b) requires the Board to take into consideration, inter 
alia, “the need of each such air carrier for compensation for the transportation 
of mail sufficient to insure the performance of such service, and, together with 
all other revenue of the air carrier, to enable such air carrier under honest, 
economical, and efficient management, to maintain and continue the development 
of air transportation to the extent and of the character and quality required for 
the commerce of the United States, the Postal Service, and the national 


* Section 2 of the Act provides: 

“In the exercise and performance of its powers and duties under this Act, the [Boar 
shall consider the following among other things, as being in the public interest, and 
accordance with the public convenience and necessity 

‘(a) The encouragement and development of an air-transportation system properly 
adapted to the present and future needs of the foreign and domestic commerce of the 

nited States, of the Postal Service, and of the national defense ;: 

“(b) The regulation of air transportation in such manner as to recognize and preserve 
the inherent advantages of, assure the highest degree of safety in, and foster sound 
economic conditions in, such transportation, and to improve the relations between, a! 
coordinate transportation by, air carriers ; 

‘(c) The promotion of adequate, economical, and efficient service by air carriers at 
reasonable charges, without unjust discriminations, undue preferences or advantages, or 
unfair or destructive competitive practices ; 

‘(d) Competition to the extent necessary to assure the sound development of an air 
transportation system properly adapted to the needs of the foreign and domestic commerce 
of the United States, of the Postal Service, and of the national defense ; 

“(e) The regulation of air commerce in such manner as to best promote its development 
and safety : and 

“(f) The encouragement and development of civil aeronautics.” ; 

‘The [Board] is empowéred and directed, upon its own initiative or upon petition of 
the Postmaster General or an air carrier, (1) to fix and determine from time to time, after 
notice and hearing, the fair and reasonable rates of compensation for the transportation of 
mail by aircraft, the facilities used and useful therefor, and the services connected there 
with (including the transportation of mail by an air carrier by other means than aircraft 
whenever such transportation is incidental to the transportation of mail by aircraft or is 
made necessary by conditions of emergency arising from aircraft operation), by each holder 
of a certificate authorizing the transportation of mail by aircraft, and to make such rates 
effective from such date as it shall determine to be proper; (2) to prescribe the method 
or methods, by aircraft-mile, pound-mile, weight, space, or any combination thereof, or 
otherwise, for ascertaining such rates of compensation for each air carrier or class of 
carriers ; and (3) to publish the same; and the rates so fixed and determined shall be paid 
by the Pestmaster General from appropriations for the transportation of mail by aircraft 
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defense.” ° The controversy in the present cases turns on the meaning of the 
ds “the need of each such air carrier” and “all other revenue of the air 


rrier. 

Western Air Lines filed a petition for a rate order April 26, 1944. In 1951 the 
d finally determined the rate applicable between May 1, 1944, and December 
948. During this open-rate period Western realized some $88,000 in profits 

the operation of restaurants and other concessions at airport terminals. 
Board determined that this income was ‘other revenue” available to reduce 
pay. During the open-rate period Western with approval of the Board*® 
to United Air Lines its certificate and properties for air operations (Route 
hetween Los Angeles and Denver, at a profit in excess of $1,000,000. The 
rd treated the profit derived from the sale of the tangible assets (approxi- 
tely $650,000) as “other revenue” and reduced the mail compensation by that 
t But it declined to reduce the mail pay allowance by the profit realized 
i the sale of the “intangible value” of the route. The Board concluded that 
amount should not be used in offset because it wanted “to encourage improve- 
t of the air route pattern through voluntary route transfers by other air 
iers.”’ C. A. B. 

On review Western challenged the inclusion in “other revenue” of the amounts 
ved from the concessions and the profit from the sale of the tangible assets. 
Postmaster General‘ challenged the exclusion from the offsets of the profit 

Western made on the sale of the intangibles. The Court of Appeals sustained 

Board in Western’s petition and reversed it in the other petition and re 

nded the case to the Board for the fixing of a new rate after deducting the 
profit from the sale of Western’s Route 68. See 207 I. 2d 200. 

Some air-mail rates are service rates, based on mail-miles flown;* others are 

isidy rates based on “need.” We are here concerned with a subsidy rate which 

Western’s case was fixed so as to produce a 7 percent return on investment 

ter taxes for the period in question. In other words, the end problem con- 

iot the amount of money provided for operation and development but the 
unt of profit over and above all such sums. 

We read the Act as meaning that “the need” of the carrier which Congress 
has directed the Board to consider in fixing a subsidy rate is “the need” of 
he carrier as a whole. The need specified in section 406 (b) is measured by 

pensation for the transportation of mail sufficient to insure the perform- 
of such service, and, together with all other revenue of the air carrier, 
able’ it to develop air transportation, ete. The “compensation for the 
portation of mail” is flight income. It seems too clear for argument that 
other revenue” would include nonflight income from incidental air carrier 
ies. We have found nothing persuasive as indicating that “all other 
ie” means transportation revenue. The inclusive nature of the category 
ides a narrow reading. If the carrier’s treasury is lush, “the need” for 
dy decreases whether the opulence is due to transportation activities or to 
ties incidental thereto. 
the same reasoning the profit made by Western on the sale of Route 68 
o “other revenue” within the meaning of section 406 (b). The Board 
s: but it goes on to say that that is not the end of the matter, since the 
ion of the subsidy by the entire amount of the profit is not mandatory. 


fixing and determining fair and reasonable rates of compensation under this 
the |Board], considering the conditions peculiar to transportation by aircraft and 
particular air carrier or class of air carriers, may fix different rates for different 
rriers or classes of air carriers, and different classes of service. In determining the 
in each case, the [Board] shall take into consideration, among other factors, the con- 
that such air carriers may hold and operate under certificates authorizing the car- 
of mail only by providing necessary and adequate facilities and service for the trans- 
tion of mail: such standards respecting the character and quality of service to be 
red by air carriers as may be prescribed by or pursuant to law: and the need of each 
carrier for compensation for the transportation of mail sufficient to insure the 
ince of such service, and, together with all other revenue of the air carrier, to 
such air carrier under honest, economical, and efficient management, to maintain 
ntinue the development of air transportation to the extent and of the character and 
lality required for the commerce of the United States, the Postal Service, and the national 
nse 
United-Western, Acquisition of Air Carrier Property, 8 C. A. B. 298 (1947). 
rhe Postmaster General has not only the duty to pay the mail rates from appropriations 
* transportation of mail by aircraft but also is given standing by sec. 406 (a) to peti- 
the Board to fix and determine the rates A change in the function of the Postmaster 
il was made by Reorganization Plan No. 10 of 1953, effective October 1, 1953, 67 
644 
* See, for example, astern Air Lines, Mail Rates, 3 C. A. B. 733 (1942). 
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The Act, it is true, merely says that the Board in determining the rate “shall 
take into consideration” various factors, including “the need” of the carrier 
(section 406 (b)); and the “need,” as we have noted, is not merely for compen- 
sation to insure the transportation of mail but compensation for “the develop- 
ment of air transportation” under the prescribed standards. By that standard 
the “need” in a given case may be so great that profits from other transactions 
should be allowed in addition to the normal rate. Or, on the other hand, the 
total revenues of the carrier as against its operating costs and developmental 
program may be so great that “the need” for subsidy disappears and the 
earrier is transferred to the service rate for mail pay. The difficulty here is 
that the Board, in concluding that a part of the profits from the sale to United 
should not be used as an offset, forsook the standard of “need” and adopted a 
different one. The Board wanted “to safeguard the incentive for voluntary 
route transfers.” It thought it could not keep this incentive alive in the industry 
unless the profit were allowed in addition to the subsidy. The Board thought 
it important to keep that incentive alive in order to promote route transfers and 
mergers which the Board could not compel. The Board therefore argues that 
allowance of the profit over and above a subsidy enables Western “to maintain 
and continue the development of air transportation” within the meaning of sec- 
tion 406 (b), since the sale of Route 68 was consistent with the development 
program which the Board deemed desirable. 

The Act, however, speaks of “the need” of the carrier for the subsidy, not 
the effect of a policy on carriers in general. This is not a case of recapture 
of earnings. Western keeps the entire amount of the profit. The issue is how 
much additional money Western is to receive in the form of a subsidy. West- 
ern’s “need” is the measure of the amount authorized by Congress. No finding 
was made that there was “need” for the additional subsidy, in the sense that 
otherwise Western would not have been willing or able to make the transfer 
of Route 68 in accordance with the development program which the Board deems 
advisable. Whether such a finding would have satisfied the statutory require- 
ment is a question we do not reach, since the opinion of the Board makes plain 
the other considerations were controlling: 

“* * * our decision not to include the net profit from the sale of intangi 
bles was reached solely because we are thus seeking to encourage improve- 
ment of the air route pattern through voluntary route transfers by other 
air carriers.” — C. A. B. - 

The standard prescribed by Congress, however, is “the need” of the air carrier 
whose subsidy rates are being fixed. 
Affirmed. 


Emory T. Nunneley, Jr., General Counsel, Civil Aeronautics Board (John H 
Wanner, Associate General Counsel, James L. Highsaw, Jr., Chief, Litigation 
and Research Division, Morris Chertkov, and O. D. Ozment with him on the 
brief) for Civil Aeronautics Board: L. Welch Pogue (R. S. Maurer and Pogue 
& Neal with him on the brief) for Delta Air Lines, Inc.; Hugh W. Darling (Ed 
ward S. Shattuck, Donald K. Hall, D. P. Renda, and Guthrie, Darling & Shat- 
tuck with him on the brief) for Western Air Lines, Inc.; Daniel M. Friedman, 
Special Assistant to Attorney General (Robert L. Stern, Acting Solicitor Gen 
eral, Stanley N. Barnes, Assistant Attorney General, Murray L. Schwartz, 
Special Assistant to Attorney General, Ross Rizley, Solicitor, Post Office Dept., 
Frederick FE. Batrus, Associate Solicitor, and Eugene J. Brahm, Assistant Sol- 
icitor, with him on the brief) for Summerfield et al.: Hubert A. Schneider, 
C. Edward Leasure, Gerald B. Brophy, Whiteford, Hart, Carmody & Wilson 
and Chadbourne, Parke, Whiteside, Wolff & Brophy filed brief for Braniff 
Airways, Inc., et al., as amici curiae. 


PROTESTS ENTERED BY POSTMASTER GENERAL 


Mr. Kricore. Mr. Chairman, I ask consent to insert in the record of our hear- 
ings on the request of the Civil Aeronautics Board for an increase in the appro- 
priation for airmail subsidies the attached tabulation of the protests entered 
by the Postmaster General in briefs, exceptions, rebuttal exhibits, and other 
legal documents filed by him against proposals or claims for grants by the Civil 
Aeronautics Board of airmail subsidies, 
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It is interesting to note that the total amount of excess earnings to which the 
Postmaster General has already pointed as being available for offset, under the 
rinciples laid down in the Supreme Court decisions of February 1, 1954, in 
Summerfield v. Civil Aeronautics Board, total approximately $35 million. 
In addition to the legal documents of the Postmaster General itemized in the 
attached tabulation which add up to about $35 million the Postmaster General 
\pril 12, 1954, filed exceptions to the “initial decision’ of the CAB examiner 
, Docket 1706, the Trans-Atlantic Mail Rate case, and the Postmaster General 
n that document took exception to the proposed mail pay for the Atlantic carriers 
of $24,422,000 per year. Although no figures have yet been worked out under 
the offset principle of the Court it is understood that a rough estimate of excess 
earnings which might be applied to offset the proposed future mail pay in the 
Atlantic, in addition to the above-noted offsets for past periods, approximates 
$5. 700,000, 
In addition to the summary tabulation. I should like to insert in the record 
the actual text of the Postmaster General’s protests and other legal documents so 
r committee may be familiar with his reasoning in opposition to the airmail 
subsidies. 


Che material referred to follows:) 


ING PROTESTS OF THE POSTMASTER GENERAL (PMG), IN CHRONCLOGICAL ORDER, 
\INSr PROPOSALS OR CLAIMS FOR EXCESSIVE GRANTS OF AIRMAIL SUBSIDIES 


oximate dollars in excess earnings pointed to by PMG as available for use 
in offset against proposed airmail subsidies 


Pan America-Atlantic Division (PMG’s brief of July 3, 1953, in 

CAB Docket No. 1706) $5, 015, 000 
Trans-World Airlines (PMG’s brief of July 3, 1953, in CAB Docket 

Ne 1706) 12, 158, 000 
Delta (PMG’s answer of Oct. 22, 1953, in CAB Docket No. 6110) T2320, 000 
Braniff (PMG’s answer of Nov. 2, 1953, in CAB Docket No. 5142) 500, 000 
Braniff (PMG’s brief of Nov. 3, 1953, in CAB Docket No. 5142) 500, 000 
United (Post Office rebuttal exhibit No. 1 of Nov. 24, 1954, in CAB 

Docket No. 2913) 15, 857,000 
Delta (Chicago & Southern) (already decided by Supreme Court, 

Feb. 1, 1954, in Summerfield vy. CAB) 654, 000 
Western (already decided by Supreme Court, Feb. 1, 1954, in 

Summerfield vy. CAB) 350, 000 


Total excess earnings pointed to by Postmaster General as 
being available for offset, under principles laid down by 
Supreme Court, against proposals or claims for airmail 
subsidies : . ; . 35, 764, 000 


BEFORE THE CIVIL AERONAUTICS BOARD, WASHINGTON, D. C, 
TRANSATLANTIC FINAL MAIL RATE CASE 
Docket No. 1706 et al. 
BRIEF TO EXAMINER ON BEHALF OF THE POSTMASTER GENERAL 


Communications with respect to this brief should be sent to: Ross Rizley, 
Solicitor, Post Office Department, Washington 25, D. C. 

Dated: July 3, 1953. 

This consolidated proceeding involves the fixing and determining of fair and 
reasonable rates for American Overseas Airlines (AOA), Pan American World 
Airways, Ine. (Pan American) in its Atlantic operations, and Trans-World Air- 
lines, Inc. (TWA) in its international operation. The rates to be determined 
cover the period commencing January 1, 1946, for AOA and Pan American, and 
the period commencing February 5, 1946, with respect to TWA.’ 

During the course of the hearing, Bureau counsel has presented the position 
of the Bureau of Air Operations of the Civil Aeronautics Board by way of ex- 


As stated in Orders E-—3880—2, accompanying statement of tenta*‘ve findings and con- 
clusions, February 7, 1950, this docket 
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hibits and testimony on all issues considered by him to be pertinent. The Post 
Office Department supports the position of the Bureau counsel taken on such 
issues at the time of the hearing but for the following exceptions. 


SELLING EXPENSES 


In brief, one exception is taken to the proposed recognition of Bureau counse! 
of adjusted allowance for selling expenses (traffic and sales, and advertising and 
publicity) based on a judgment figure of at least 19.5 percent as a reasonable 
ratio of selling expense to commercial revenues for the transatlantic carriers in 
the past period. It is his opinion that the excess of selling expense over this 
ratio, after all other adjustments, should not be recognized for ratemaking 
purposes in the case of AOA and Pan American; while in the case of TWA, 
he recommends that there be allowed a maximum ratio of 20 percent on the 
selling expense to commercial revenues (exhibit BC 33N, BC 33 (2d Revised), 
BC 33 (Revised), and BC 33). In view of the actual past experience of these 
carriers as shown in Bureau counsel’s exhibits, where the average selling ex 
pense ratio for all international carriers for the years 1947 through 1951 was 
only 19.18 percent (BC 33, pp. 1-2 (2d Revised) ), the Department believes that 
the judgment figure as proposed by Bureau counsel to be much too liberal for these 
Atlantic carriers. 

The amount that Bureau counsel proposes as a disallowance in the case of 
AOA is $168,300; in the case of Pan American, $1,622,265; and in the case of 
TWA, $1,188,648, based on the recommended ratios of 19.5 percent and 20 percent 
(BC 33, p. 3 (2d Revised)). The addition of one-half of 1 percent (that is, 
between 19 and 19.5 percent) to the proper ratio to be recognized would result 
in substantial allowances in subsidy mail pay. If 19 percent were employed as 
the proper ratio to be recognized for these 3 carriers, the above-mentioned pro- 
posed dollar disallowances of Bureau counsel for AOA would be increased by 
$87,379 to total disallowances of $255,679, Pan American’s disallowances would 
be increased by $793,125 to $2,415,390, and TWA’s disallowances would be 
increased by $361,943 to $1,550,591, for the years 1949, 1950, 1951, and the first 
11 months of 1952. 

The Department believes that the recommended ratio should be no higher 
than 19 percent especially in view of the Board’s own very recent pronounce 
ment that selling expenses are “most susceptible to the control of management 
and which subsidy carriers must keep within reasonable bounds.” “For this 
reason, the standard 19 percent of appropriate nonmail revenues is adopted as 
the benchmark from which to test the reasonableness of selling expenses for 
LAD and for the larger American-flag carriers in general. Any upward de 
parture from the 19-percent level will have to be specifically justified.”* The 
Department contends no upward departure is justified in the instant case. 


PAN AMERICAN’S DEFICIENCY IN FOREIGN MAIL REVENUES 


The Department is also opposed to any allowance in mail rates for Pan Ameri 
can as a “deficiency in foreign mail revenues,” as proposed by Bureau counsel, 
both for the past and the future rate periods. By exhibits, Bureau counsel 
proposes allowances for such deficiencies in the amount of $6,185,000 for the 
past period, 1946 through 1951 (BCR 130) and $215,000 for each annual yea 
in the future (BCR-170 and BCR-170B). 

The Department is opposed to any allowance based on the principle that 
Pan American is entitled to additional mail pay because TWA obtained more 
foreign mail revenues. To adopt such a principle could only mean that the 
Board is rewarding one carrier with added mail pay for deficiencies due to the 
more efficient, competitive actions of another American-flag carrier in obtaining 
foreign mail revenues which thereby reduced the latter’s mail pay needs 
Foreign mail volume and resulting revenues, as admitted by Pan American 
are influenced by the frequency of service, directness of service, and preferred 
hours of departure (record, 1499). In the carriage of foreign mail, as in the 
ease of United States mail, evening departures enable the forwarding of air 
mail correspondence posted in the late afternoon (see letter from the French 
Director General of Posts, reproduced in T-281B). To provide additional al- 
lowances for failure to obtain foreign mail revenues would not encourage fair 
competition between two American-flag carriers and would only reward non- 
aggressive actions. 

2Pan American World Airways, Inc., Latin American Division, Mail Rates, docket N 


3308, order E-7441, June 5, 1953, accompanying statement, p. 32 [emphasis supplied], 
finalized by order E—-7495, June 19, 1953. 
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TWA’S ATTEMPTED REALLOCATION OF JOINT EXPENSES 


Another point of difference between Bureau counsel and the Department which 
may exist is with reference to the policy proposed by Bureau counsel concerning 
TWA’s attempted reallocations of various reported joint expenses between its 
international and domestic divisions. This policy of Bureau counsel is set 
forth in his exhibit BC 259 and related testimony thereon. If the Board adopts 
the principle of offsetting excess profits mentioned hereinafter, the problems 
involved in Bureau counsel’s proposed policy on reallocations would disappear, 
that is, assuming that the Board employs reported figures in offsetting excessive 
profits of the domestic division 


AOA’S RESERVE FOR DEUTSCHMARK LOSSES 


At the time of the hearing, Bureau counsel did not indicate a definite position 
a problem raised by the Department with respect to proper accounting charges 
at should have been made by AOA against a reserve estabished for deutsch- 
ark losses. The facts as well as the position of the Department are set forth 
in the Department’s exhibit PO-2. The Department again requests herein that a 
specific finding and ruling on this point be made in this proceeding concerning 
the final determination of AOA’s mail pay needs. This reserve was established 
by the Board with mail pay funds in a temporary mail rate order concerning AOA 
(Order E-2731, April 19, 1949, pp. 24-25, and 38, in Docket No. 1666, which is 
consolidated in this proceeding). In the opinion of the Department, such a 
specific finding and ruling is required in order that the records of the Department 
on this reserve may be closed out. As stated in its exhibit, the Department re- 
quests a finding that, on the basis of accounting setoffs, the sum of $57,662 is now 
lue the Department from AOA (or its successor in interest, Pan American) as 
ial repayment from the total advance made by the Department in the amount 
f $310,000, pursuant to a temporary rate order of the Board, as a reserve for 
ossible deutschmark losses of AOA. 


AOA’S RETROACTIVE MAIL PAYMENTS 


The issue on Pan American’s working capital and investment was reserved for 
possible agreement after the close of the hearing. Involved therein is the proper 
treatment of the retroactive mail payment due AOA which Pan American will 
now receive as assignee. As indicated by Bureau counsel in his post hearing 
motion to examiner for leave to submit additional evidence, the issue was not 
vet resolved on May 28, 1953, when said motion was mailed. In that motion, at 
page 4, Bureau counsel pointed out that one of the possible means of treating 
the retroactive mail payment may raise a question as to the applicability of 
the Board’s holding on “other revenue,” citing certain opinions of the Board 
involved in Summerfield, et al. v. C. A. B. (app. D. C., case Nos. 11259 and 11324, 
decided May 4, 1953). Under such circumstances, the Department reserves the 
right to challenge any proposed treatment of such retroactive mail payment which 
may conflict with the “all other revenue” principle as enunciated by the court 
in those decisions. 


PROPOSED OFFSET OF EXCESS EARNINGS REALIZED FROM OTHER DIVISIONAL OPERATIONS 
OF PAN AMERICAN AND TWA 


There is one issue raised by the Post Office Department which was not treated 
hy Bureau counsel or the carriers during their presentation of issues at the 
hearing. That issue involves the proper treatment in this proceeding of excess 
earnings realized by the two air carriers in the operations of their other divisions. 
The issue was raised by the Department during the course of the hearing with 
respect to both Pan American and TWA (record, 4234-4236). The avuailabie 
tacts of record are these. 

In the case of Pan American, for the combined years of 1951 and 1942, the 
carrier’s reports and exhibits reveal that Pan American obtained excess earnings 


of at least $5,015,000 from 2 of its 4 operating divisions. (See appendixes 2 
and 8 of this brief.) The two divisions which earned excess profits are the 
Alaska and Pacific operations. The years 1951 and 1952, along with other 
vears, are involved in this rate proceeding for Pan American’s third operating 


These two court eases are hereinafter referred to and discussed. 
*On the same day, Pan American raised a similar issue but only with respect to TWA 
and only in connection with the question of a uniform rate (record, 4219). 
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division, the Atlantic operation. Pan American’s fourth operating division, 
the Latin American operation, during 1951 and 1952 was operating under an 
open rate. The open-rate period for that division, commencing in 1948, was 
under consideration in a separate pending proceeding,’ and presented no problem 
of any excess earnings being realized by that Latin American division. 

These excess earnings of Pan American were obtained from its Alaska and 
Pacific divisions while operating under final future rates established by orders 
of the Board for these two divisions.® 

These orders were fixed and determined, on the basis of estimates, to yield 
a net rate of return, after taxes, of 10 percent on the currier’s investment 
allocable to the particular divisions commencing in 1951. The actual results of 
these operations of the Alaska and DPacific divisions are: 


Pan American 
Net income 
Alaska divisio1 ‘ $590, 000 
Pacifie divisic 6, 679, 000 $7, 262. 000 


Subtotal 7, 269, 000 7, 262, 000 
Total net income, before ces, of both divi n $14, 531, 000 
Rate of returt ) 
Alaska divisi percent 29.5 
Pacific divisior do 26.0 
Dollar excess, af eduction of percent return and related taxes 
Alaska division.. $184, 000 
Pacific divi ; 1, 612, 000 $3, 217, 000 


Subtotal 1, 796, 000 3, 217, 000 
Total excess profits of the 2 divisions for 1951 and 1952, to be offset 
against the Atlantic division’s mail pay need ' §, 013, 000 
i 


letails e¢ appendixes 2 and 3. The figures shown here for Alaska for 1951 are for the future rate 
Period commer r July 1, 1951, and ending June 30, 1952. The vures for Alaska’s next rate period, Jul 
1952 to June 30, 1953, are not yet available; however, the carrier’s reported figures for the Ist 3 quarter 
this period reve 1 net income, before taxes, of $413,000 as compared to $351,000 for the same quarter 
the prior period, thus ind r at least as ch profit for the rate period 1952-53, as obtained in 1951 


5 Pan American World Airways, Inc., Latin American Division, Mail rates (docket No 
3308) On June 5, 1953, the Board adopted an order (E-—7441) directing Pan American 
to show cause why the Board should not adopt the findings and conclusions and fix the 
mail rate specified therein in the amount of $26,980,000 for the period April 5, 1948 
through December 31. 1951 Since it is a subsidy rate, the Board did not, of course, find 
any excess earnir realized by the carrier for that Latin American division. The said 
order and accompanving statement did not diseuss or treat of any excess earnings of the 
Alaska and Pacific divisions. The Board did. however. point out, in the statement, that 
allowances for the entire system working capital (p. 37 of the statement) and for the en 
tire system’s income taxes (pp. 43-44 of statement) will be finalized in the pending 
Atlantic division rate case (the instant proceeding) for all four divisions 

In a letter filed on June . 1958, in that Latin American division proceeding, and in 
connection with the show cause order, the Department stated it “expressly reserves the 
right te demand that any excess earnings realized by Pan American during the period in 
volved be accounted for in the Atlantic division case in accordance with law.” 

The above order of June 5, 1953, stated that the Latin American division rate for the 
subsequent periods on and after January 1, 1952, remains to be determined. The carrier's 
reports for the vear 1952 indicate that the carrier is still in need of subsidy for this Latin 
American division: and thus it is anticipated that the Board will find no excess profits 
earned for that period for that division 

On June 19, 1953, in this Latin American division proceeding, the Board finalized (by 
order E-—7495) the rate proposed in its show cause order of June 5, 1953, for the period 
April 5. 1948, through December 31, 1951 That rate, totaling $26,680,000, includes 
$9,548,000, representing a 7-percent rate of return after allowable taxes on the recognized 
investment of the Latin American division (Statement, June 5, 1958, p. 42.) 

® Pan American World Airways, Inc., Alaska Services, Mail Rates (docket No. 1499, 
order E—-5945). adopted December 13, 1949. This show cause order proposed rates for two 
different periods. one for the past period January 1, 1946, through June 30, 1950, in the 
amount of $8,683,000, which included $1,019,000 representing a 7T-percent rate of return 
after allowable taxes on the recognized investment of this Alaska division. The rate for 
the period on and after July 1, 1951, was a future rate providing for monthly payments 
on a formu'a basis intended to provide an annual mail pay of $1,569,000. By order 
E6134 of February 19, 1952, the Board revised the break-even need figure for the first 
future year, namely July 1, 1951, through June 30, 1952. As a result, the mail pay for 
the first annual year was intended to provide $1,149,000, for the period on and after 
July 1, 1952: the Board reaffirmed the original proposal and thereby provided $1,569,000 
as an ¢ mail payment The rates for both periods, namely the one commencing 
July 1, , and the other commencing July 1, 1952. provide in the total amounts an 
earnings element of $201,000 representing the 10-percent rate of return after allowable 
taxes on the carrier’s recognized investment for that Alaskan division. 

For the trans-Pacific services, see Pan American World Airways, Inc., Trans-Pacific 
Services, Mail Rates (docket No. 2147, order No. E—5882, November 21. 1951). ty that 
order, the Board again set two separate rates, one in the amount of $49,470,000 and for the 
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For this same period of time, Pan American has asserted claims for subsidy 
mail pay for the years 1951 and 1952 for its Atlantic division in this mail- 
rate proceeding, These claims, in round figures, approximate $39 million; for a 
future year Commencing 1953 Pan American claims approXimately $21.’ Accord- 
ing to the Board’s report on its separation of mail pay from subsidy for the years 
1951-54, Pan American would only be entitled to an amount somewhere between 
$4,391,000—$5,515,000 per year as subsidy-free compensation for mail services 
endered by its Atlantic division.* 

In the case of TWA, for the combined years 1951-52 the carrier’s reports 
and exhibits reveal that TWA obtained excess earnings of $12,159,000 from its 
only other operation, the domestic division (see appendix 1 of this brief). As 
in the case of Pan American, these 2 years are also involved in this rate pro- 
ceeding for TWA’s international division, and, similarly by a Board order, 
TWA’s domestic division has been operating under a final future rate effective 
since January 1, 1951." In that domestic rate order, consistent with past de- 
terminations, the Board employed an 8 percent rate of return, after taxes, in 
arriving at the mail rate applicable to the future operations of TWA.” The ac- 
tual results of TWA’s domestic operations for those 2 years are: ™ 


1951 


VA. domesti: division: Net income before income taxes $12, 702, 000 $13, 340, 000 
Petal net income before taxes for years 1951 and 1952 26, 042, 000 
eof return before income taxes (percent) 31. 36 22 
Dollar excess after deduction of an 8-percent return and reiated income taxes $6, 324, 000, $5, 834, 012 
Total excess of TW A’s domestic division, 1951 and 1952, to be offset | | 
against its international division mail pay need 12, 158, 000 00 


| 


In the instant proceeding for its international operations TWA has asserted 
subsidy claims for mail pay for the years 1951 and 1952 in round figures, 
$19 million, and for a future year commencing 1953, approximately $11 million.” 
Under the Board’s Administrative Separation Report, TWA would only be 
entitled to an amount somewhere between $3,260,000 and $4,180,000 per year as 
subsidy-free compensation for mail services rendered.” 

In argument in support of the offset of the above-mentioned figures for both 
carriers the following is presented : 

The mail-rate section of the Civil Aeronautics Act (sec. 406 (b)) provides, in 
pertinent part: 

“* * * Tn determining the rate in each case the Board shall take into consid- 
eration * * * the need of each such air carrier for compensation * * * suffi- 
cient * * * together with all other revenue of the air carrier * * * to maintain 
and continue the development of air transportation * * *,” 

The statutory mandate is plain: The Board shall consider the need of such 
carrier together with all other revenue of the carrier. 

In determining the compensation due each carrier in this case, the Board 
must deduct all other revenues of each carrier from any need, computed on the 
basis of the recognized divisional operation in issue. The other revenues in this 
nstance are those portions of the profits realized during the same period of time 
by the carrier’s other divisions which are in excess of a fair return. To ignore 
those profits would only enable the carrier to obtain subsidy in excess of its 


past period November 16, 1945, through December 31, 1950, that amount included a 
return element of $6,338,000 representing a 7T-percent rate of return after allowable taxes 
on the recognized investment of this division. The other rate was based on a monthly 
formula on and after January 1, 1951, intended to provide $14,138,000 in annual mail pay 
Included in that amount was a return element of $2,365,000, 1epresenting a 10-percent rate, 

ter allowable taxes, upon recognized investment of the carrier for this trans-Pacifie 
operation, 

PAA’s 1951 claim is $18,500,000 (PA-—6, p. 1) and for the last 6 months of 1952 and 
first 6 months of 1953, it has asserted a claim of $21,138,000, (PA—17A, p. 1) 

* Board's Report On Administrative Separation of Subsidy from Total Mail Payments to 
ited States Air Carriers, October 1952 revision appendixes 5—8. 
‘American Airlines et al. (Big Four), Mail Rates, docket No. 2849 et al., order to show 
cause (E-5560), July 31, 1951; finalized Sept. 19, 1951. 

Ibid. The 8-percent rate of return has been reaffirmed subsequent to that case. For 
examples, see Board’s Report on Administrative Separation of Subsidy From Total Mail 
Payments to Domestic Air Carriers, September 1951, p. 10; Chicago and Southern Air 
Lines, Domestic Operation, Mail Rates, docket No. 5144, order E—5869, adopted Nov. 15, 
1951, p. 5; and as the most recent example. see Northeast Airlines, Inc., Mail Rates, 

cket No, 1932 et al., order E—7368, p. 30, adopted May 11, 1953 

For further details, see appendix 1. 

*TWA claimed $8,247,235 for 1951 (T-1, p. 2) and $11,233,000 for the last 6 months 
f 1952 and the first 6 months of 1953 (T-—20 (revised), p. 3). 
See footnote 9 


Ur 





2206 STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 


actual need. The needs of each division of the carrier for any given time when 
added together should not exceed the total need of the carrier as a whole. 

The results of the carriers’ operations in their other divisions in 1951 and 
1952 reveal excess profits. To isolate and consider the need of the transatlantic 
operation alone is to disregard a statutory mandate under which subsidy can 
only be granted—the overall need of the carrier. 

In a prior Board proceeding a similar problem was in issue. In that case the 
Board refused to apply “other revenue” in the form of excess profits earned by 
Chicago & Southern Air Lines in its domesfie division while under a final future 
subsidy rate and earned during part of the same period of time involved in the 
subsidy rate proceeding for Chicago & Southern’s Latin American operations.“ 
The Department appealed to the court for a review of the Board’s order. It was 
only recently, however (after the close of the hearing in the instant transatlantic 
rate proceeding), that the Court reversed the Board on that ruling (Summerfield, 
Postmaster General, et al. v. C. A. B., U. 8. Ct. App., D. of C. Cir., No. 11851, May 
4, 1953)." The Department, therefore, contends in the instant case that the 
excess profits mentioned above as being realized by Pan American and TWA in 
their other operations are “other revenue” within the meaning of the mail-pay 
section of the act (sec. 406 (b)); and these profits, therefore, must be offset 
against the mail-pay “need” requirement of the respective carrier for the opera- 
tions in question during the same period of time in which excess profits were 
being realized. 

Aside from the dollar amount in excess, the pertinent facts in the Chicago & 
Southern case are almost identical with the present case concerning TWA and 
Pan American. 

In the C. & S. case, the future mail rate fixed by the Board for C. & S.’s domestic 
division was estimated to yield a fair return. The same was true of Pan Ameri- 
can for its Alaska and transpacific operations and for TWA on its domestic 
operations. Both Pan American and TWA (as C. & 8.) actually realized a yield 
in excess of the estimated fair return. The substantial excess earnings of C. & S. 
extended over 3 years (1948-50) of the past rate period involved in C. & §.’s 
international operations, and was extending into the future period ; Pan American 
and TWA’s substantial excess earnings were realized in the 2 years of 1951 and 
1952 which are part of the past period in the instant transatlantic proceeding, 
and the excess profits are extending into 1953. The divisions of Pan American 
and TWA involved in this rate proceeding (as did Chicago & Southern’s inter- 
national division) require substantial subsidies not only to break even on such 
divisional operations but also to obtain a fair return, after taxes, on the allocable 
investment. Therefore, as was found by the Court in the case of Chicago & 
Southern, the excess profits of Pan American and TWA—as “all other revenue’— 
must be applied against their respective subsidy needs in order to keep the 
subsidy within the bounds of the actual need of the air carriers as a whole. 

Since subsidy is, in fact, required by the two carriers in this transatlantic 
proceeding, there is no question of minimum compensation for mail services 
performed. The question should then be, how much does each carrier need over 
and beyond a true service rate, or in other words, how much pure subsidy is 
needed? When the amount of subsidy comes in issue, under the provisions of 
the mail-pay section “all other revenue of the air carrier’ must be taken into 
account to arrive at the proper amount of subsidy to be granted. To ignore 
the excess profits of the other operating divisions when fixing subsidy mail com- 
pensation files in the face of the statute. Such a construction of the act would 
mean that the Board could do what the Court said it could not do, namely, fix 
the need of a particular operating division without considering the needs of 
“the air carrier” as a whole. 

The facts involved in excess earnings of Pan American are essentially the 
Same as those in the Chicago & Southern case and therefore the Court decision 
in the C. & S. case must be followed with respect to Pan American. 


“Chicago and Southern Air Lines, Inc., Latin American Operations, Mail Rates, docket 
No, 2564, order E-5793 and E-6045, dated Oct. 18, 1951, and Jan. 18, 1952, respectively 

% See also Summerfield, Postmaster General, et al. v. C. A. B. (No. 11259), involving 
another appeal of a Board order (re: Western Airlines) concerning the same general 
question of “other revenue.” In the C & § decision, the Court stated: “We see no 
essential difference between that case [the Western case] and this.” 

The Department of Justice presently informs the Post Office Department that hte Court's 


mandates to the Board in connection with these two decisions have been temporarily stayed 
by a request filed by the Board. 
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Likewise, for the additional reasons stated hereinafter, the Court opinion in 
eC. & S. case demands that TWA’s excess profits must also be applied against 
WA's need in its international division. 
It is, of course, recognized that in the case of TWA the excess earnings of its 
estic division were realized during a period when the carrier was operating 
inder a final future mail rate determined to be a subsidy-free or, as commonly 
enated, a service rate. To that extent there is a distinction between the 
Cc. & S. ease; C. & S.’s domestic division realized excess earnings while operating 
ier a final future subsidy rate. The Department does not believe that the 
that TWA operated under a service rate is of such a distinguishing nature 
h respect to TWA as to warrant a conclusion different from that reached by 
Court in the Chicago & Southern case. 
rhe determination in the instant proceeding concerns the proper need of TWA 
subsidy. It has been asserted that TWA’s need should only be determined 
the basis of its international division, thereby excluding consideration of the 
cess earnings of the domestic division. In the Chicago & Southern case the 
irt has determined otherwise. In order to determine the true subsidy need 
(WA as a whole, revenues of the carrier derived from its other operating 
sion must be taken into account. ‘To determine how much of the revenues 
ed by TWA’s domestic division should be taken into account requires a 
ding as to whether there are any revenues in excess of fair return for that 
sion. As emphasized by the Court in the Chicago & Southern case, supra 
nted opinion, p. 4), when determining the need of a carrier for subsidy in its 
ernational division, the Board shall take into consideration that need together 
those profits of the carrier’s domestic division which are in excess of a fair 
turn. The Board has consistently employed an &8-percent rate of return as 
g¢ fair and reasonable for domestic trunkline operations, regardless of whether 
he particular operation being considered is a service or subsidy operation.” 
In fixing the mail rate applicable to TWA’s domestic operations for the years 
1951 and 1952, the Board actually employed an 8-percent rate of return as a fair 
" An &-pereent rate of return, as a fair return for TWA on its entire 
nestic operations for the years 1951 and 1952, results in excess earnings for 
ears. Such excess earnings should be applied against any subsidy require- 
s of TWA in its international operation. The fact that the excess earnings 
wing realized while the carrier is operating under a service rate in its 
estic division is immaterial. The real question should be how much subsidy 
s this carrier require over and above minimuin compensation for mail service 
rmed in the international operation. Since there is no question that the 
er requires a very substantial amount of subsidy in its international opera- 
, the question to be decided in this case is how much less subsidy is actually 
equired on the basis of all TWA’s other revenues. The primary unit in 
ng subsidy is the air carrier and not a particular geographical division of its 
rations. Summerfield et al., No. 11351, supra (C. & 8S. case), printed opin 
page 5. “The bare, uncomplicated situation is that when the carrier has 
substantial revenues from nonmail sources the margin of its need for mail pay is 
* Summerfield case, No. 11259 (the Western case), supra, printed opinion, 
ages 11-12. The Department, therefore, contends that the excess profits of 
(WA realized on its domestic operations during the years 1951 and 1952 are 
ssentially no different from the “other revenue” which the Court held must be 
ken into account in the Chicago & Southern and the Western cases, supra: 
rdingly TWA’s excess profits in its domestic operations must be applied 
sainst any need of TWA for subsidy in its international operations. 


CONCLUSION 


‘ the foregoing reasons, the examiner is requested to make the specific find- 
“s and conclusions set forth above and to recommend to the Board that such 
dings be adopted. 
Respectfully submitted. 
(Signed) Ross Rrz.ey, 
Solicitor, Post Office Department. 
(Signed) Eucene J. Brann, 
Assistant Solicitor, Post Office Department. 
Dated: July 3, 1953. 


See footnote 11, supra. 
See footnote 10, supra. 
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AppENDIX 2. PAN AMERICAN Wor.Lp Arrways, INc., ALASKA OPERATIONS 


151 and 1952 excessive earninas to be used as offset against any 


propose d mat pa ] 
for the trans-Atlantic operations 


[Dollars in thousands} 
Source 


Fixed investment 
Flight equipment, net CAB form 41 
Ground property and do 
equipment, net 
Land 
Construction work in 


progress 


Operating property 
and equipment, net 
Long-term prepayments 
Investment in and ad 
vanced to affiliates 
Special funds, other 


rota! fixed invest- 
ment 
Working capital See footnot« 
rotal investment Line 9+-line 10 


Net income before in- | CAB form 41 
come taxes 


Income taxes see footnote 


Net income after in- | Line 12—line 13 
come taxes 

te of return on invest 
nent 
Before income taxes Line 12+ by line 11 
After income taxes Line 14+ by line 11 
Fair rate of return (Board’s 

policy 
Amount of return at Board’s | Line 11 Xline 17 


rate 


Excess over fair return Line 14—line 18 


Income taxes related to ex- | See footnote 
cess 


Offset against trans- | Line 19+line 20 
Atlantic mail pay. 


ilable reports for the fiscal period July 1, 1952, to June 30, 1953, reve 
i fiscal y il 
irce: Pan American World Airways, Inc., Allocation of Workin ipital by Divis 
ive Allowances in LAD Rate Conferences and Before Any Adjustment Which May R 
intic Case submitted to Bureau Counsel and the Department Working capital for 
June 30, 1952, is an average of working capital for 1951 and 1952 
e tax rates as follows: 1951, 50.75 percent; 1952 
are computed on the basis 


ult From 
12 months 


9 


, 52 percent For 12 months ended Jur x0, 1952, 
. of average of tax rates in effe in 1951 and 1 weighted 
net income before taxes for the last 6 months of 1951 and the first 6 mont! 


t 
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CERTIFICATE OF SERVICE 


| hereby certify that I have this day served the foregoing brief upon all parties 
of record in this proceeding by mailing a copy thereof, in a franked enveloped 
and properly addressed, to each such party or their attorney. 
(Signed) EvucreNns J. BRAHAM, 
Assistant Solicitor, Post Office Department. 
Dated: July 3, 1953. 


BEFORE THE CIVIL AERONAUTICS BoarD, WASHINGTON, D. C. 
TRANSATLANTIO FINAL MAIL RATE CASE 
Docket No. 1706 et al. 


EXCEPTIONS OF THE POSTMASTER GENERAL TO THE INITIAL DECISION OF EXAMINER 
R. VERNON RADCLIFFE, SERVED MARCH 26, 1954 


Communications with respect to this document should be sent to: Abe Mc- 
Gregor Goff, Solicitor, Post Office Department, Washington, D. C. 

Dated: April 12, 1954. 

The Postmaster General, by his undersigned attorneys, herewith takes excep- 
tion to the initial decision of R. Vernon Radcliffe, examiner, served March 26, 
1954, in the above-entitled proceeding, involving mail rates for American Over- 
seas Airlines, Inc., Pan American World Airways, Inc., in its transatlantic 
services, and Trans World Airlines, Inc., in its international services. The 
exceptions to the initial decision, with respect to each of the named carriers and 
to the issues as set forth by the examiner, are as follows: 


AMERICAN OVERSEAS AIRLINES, INC, (AOA) 


1. Selling expense 

Exception is taken to the finding implicit in the examiner's statement at page 
0) that amounts expended by AOA in the year 1949, for traffic and sales, and ad- 
vertising and publicity, equaling 19.5 percent of transport revenues were at a 
reasonable level under economical and efficient management and are, therefore, 
proper for recognition under the mail-pay section (406) of the act. 

In support of said exception, as with the exceptions that follow, the Postmaster 
General relies upon the facts of record and pertinent decisions of the Board. 
2. Deutschemark reserve 

Exception is taken to the findings at page 52 that AOA has properly repaid or 
accounted for $194,230 of the deutschemark reserve and that amountts withheld 
by the Post Office Department under the temporary rate order exceed the amount 
due from AOA by $5,177. 

In addition to the facts on record, the Postmaster General in support of said 
exception relies upon the Board’s temporary rate order No. E-2721, April 19, 
1949, entered in docket No. 1666 now consolidated into the instant proceeding. 


Q 


38. Federal income taxes 

Exception is taken to the finding at page 53 that tax allowances will accord- 
ingly be made at the rate of 52 percent. 

In addition to the facts of record, the Postmaster General relies upon the 
pertinent statutes covering Federal income taxes and the pertinent internal- 
revenue rulings of the Treasury Department. 


j. AOA mail pay 


On the basis of the above exceptions, an overall exception is taken to the find- 
ing at pages 53-54 that the additional mail pay to which AOA is entitled for the 
years 1946-50 under the mail-pay sandards of the act is $5,898,000, as summarized 
at that point in the decision. 


TRANS WORLD AIRLINES, INC, (TWA) 


1. Reallocation of common costs 
(A) Exception is taken to the failure of the examiner to provide for further 
procedures, after finding at page 59 that such additional procedures are neces- 
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sary by reason of the recent Supreme Court decisions in Civil Aeronautics Board 
v. Summerfield (Nos. 222 and 223, February 1, 1954). 

(B) Exception is also taken to the finding at pages 59-60 that it is neverthe- 
less necessary at this time to arrive at, and to set, temporary rates for these 
carriers. 

In support of said exceptions, the Postmaster General, among other things, 
relies upon the above-cited Court decisions. 


2. Selling expenses 


Exception is taken to the finding at page 95 that there should be no disallow 
ance of TWA’s reported selling expenses for the review period. 
3. Tares 

Exception is taken to the failure of the examiner at page 111 to state specifi- 
cally and provide that only the actual tax liability of the carrier will be recog- 
nized, on the basis of other exceptions taken herein and on the basis of the 
presently effective tax provisions. 

In support of the said exception, the Postmaster General, among other things, 
relies upon the pertinent Federal income-tax laws and regulations. 


4. Earnings of other divisions 


(A) Exception is taken to the finding at page 114, et seq., that there would be 
no excess profits for the review period in the case of TWA’s domestic operations. 
Exception is also taken to the tentative conclusion, at page 116, that the earnings 
of TWA’s domestic division do not reduce the need for mail compensation for 
its international operations under the standards of the mail-pay section (406) 
of the act. 

(B) Exception is taken to the finding at page 117 that Pan American (PAA) 
had no excess earnings to reduce the need otherwise found proper for the 1946-52 
period involved in this proceeding. 

(C) Exception is taken to the failure of the examiner at page 118, et seq., to 
apply excess earnings of these carriers obtained in their other divisions during 
the calendar year 1953 

(DD) In connection with excess earnings, exception is also taken to the proposed 
findings at page 121 that the fair and reasonable future rate of return is 8.65 
percent for domestic operations and 9.3 percent for international operations. 

In support of the above exceptions the Postmaster General, among other things, 
relies upon pertinent decisions of the Board and upon the Supreme Court cases, 
supra. 

5. Past period mail pay 

Based upon the foregoing éxceptions, overall exceptions are taken to the find 
ing, at page 121, that the fair and reasonable mail pay for TWA’s international 
operations from their initiation through 1952 is $54,698,000 and to the further 
finding that the additional mail-pay requirement is $7,426,000. 


PAN AMERICAN WORLD AIRWAYS, INC, (PAA) 


1, Selling expenses 


wo 


Exception is taken to the finding at pages 167-173, that the selling expense 
ratio of 19.5 percent is fair and reasonable. 
2. Investment and tavres 

Exception is taken to the failure of the examiner to specifically state and pro- 
vide, at page 216, that only actual tax liability of the carrier will be recognized, 
on the bases of other exceptions taken herein, and on the basis of the presently 
effective tax provisions. 

In support of the said exception, the Postmaster General, among other things, 
relies upon the pertinent Federal income-tax laws and regulations. 


3. Past period mail pay 

sased upon the foregoing exceptions, overall exceptions are taken to the find- 
ing, at page 217, that the fair and reasonable mail pay for PAA, Atlantic division 
operations, for the years 1946-52, is $71,089,000, and to the further finding that 
this total is below the amount paid under prior temporary rate orders by only 
$304,000. Rates of return (for both TWA and PAA). 

Execption is taken to the finding, and to the underlining findings, at pages 
217-240, and the resultant fair and reasonable rate of return for TWA and 
PAA for the future period is 9.3 percent. 
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FUTURE RAILE PERIOD (FOR BOTH TWA AND PAA) 


Exception is taken to the finding, at page 245, that the mail rates herein for 
rwA and PAA should properly be determined on the basis that 1953 is a future 
year 


TWA FUTURE MAII RATE 


With regard to TWA’s future mail pay requirements, exception is taken to 

e findings, at page 249, as to the proposed break-even need (because of the 
‘foregoing exceptions concerning selling expenses and excess profits) of $2,721,000; 
to the proposed allowance based on a rate of return on investment of 9.3 percent ; 
to the proposed allowance based on a Federal income tax rate of 52 percent; and 
o the total mail pay of $8,507,000. 


PAA FUTURE MAIL RAT! 


With regard to PAA’s future mail pay requirements, exception is taken to 
findings, at page 256, as to the proposed break-even need (because of the 
foregoing exceptions concerning selling expenses and excess profits) of $7,177,000; 
the proposed allowance based on a rate of return on investment of 9.3 percent ; 
the proposed allowance based on a Federal income tax rate of 52 percent; and 
total mail pay of $15,915,000. 


EXAMINER'S CONCLUSIONS 


Exception is taken to the failure of the examiner, at page 256, to provide 

further proceedings upon concluding that there is such necessity because of 
» Supreme Court decisions, supra. 
2. Exception is also taken to the examiner’s additional conclusions Nos, 
through 7, pages 256-260, based on all of the exceptions hereinabove taken. 

Wherefore, the Postmaster General requests the Board sustain the foregoing 
exceptions, 

\ brief in support of the foregoing exceptions will be filed on behalf of the 
Postmaster General. 

Respectfully submitted. 


a 


(Signed) Are McGrrcor Gorr, 
Solicitor, Post Office Department. 
(Signed) EuGene J. BRAM, 
{ssistant Solicitor, Post Office Departme nt 


CERTIFICATE OF SERVICI 


I hereby certify that the foregoing exceptions to the initial decision of the 
examiner in the subject proceeding have this day been served upon all parties 
f record by mailing a copy hereof to each such party. 
(Signed) Eucenr J. BRauM, 
Assistant Solicitor, Post Office Department. 
April 12, 1954. 


3EFORE THE Civin AERONAUTICS BOARD, WASHINGTON, D. C. 
Decta Arr Lines, Inc., MAri RATES—LATIN AMERICAN OPERATIONS 
Docket No. 6110 


ANSWER ON BEHALF OF THE POSTMASTER GENERAL TO BOARD ORDER TO SHOW CAUSE 
E-7738, ADOPTED SEPTEMBER 21, 19538 


Communications with respect to this answer should be sent to: Ross Rizley, 
Solicitor, Post Office Department, Washington 25, D. C. 


Dated: October 22, 1953. 


The Postmaster General, by his undersigned attorneys, having filed his notice 
the above-entitled proceeding that objections exist to the Board's order to 
OO 


show cause, order No. E—7738, adopted September 21, 1953, and to the statement 
f provisional findings and conclusions accompanying said order, wherein a final 
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mail rate is proposed under the Civil Aeronautics Act for Delta Air Lines, In 
now files this answer containing the following objection : 

“The proposed mail-rate order for Delta’s Latin American operation fails to 
apply, as directed by section 406 (b) of the act, other revenues, namely, the 
excess earnings of the carrier’s domestic operations, against the carrier’s need 
for subsidy in such Latin American operation.” 

In support of the above objection, the following is presented: 

This mail rate proceeding involves the fixing of a fair and reasonable rate for 
Delta in its Latin American operations for the period on and after May 1, 1953 
The rate proposed by the Board’s order to show cause (order E-7738, adopted 
September 21, 1953, and accompanying statement of provisional findings and 
conclusions) is expected to provide an annual subsidy mail payment of $730,000 
that amonnt is in addition to an expected annual service mail payment of ap 
proximately $62,000 which also is provided in the rate order (statement, p. 16 
In spite of that substantial subsidy requirement, the Board declines to offset 
against that subsidy need, other revenues of the carrier which are being derived 
from its domestic operations and which are in excess of a fair return (state 
ment, p. 7). The Postmaster General challenges that tentative conclusion 

The mail rate section of the act requires that “the need of each such air car 
rier” be determined “together with all other revenue of the air carrier” (se 
106 (b)). The Postmaster General is, and has been, contending that the end 
result of fixing subsidy mail rates for a carrier must not go beyond that point 
where the total subsidy exceeds the need of the carrier as a whole. The Post 
master General contends that if the Board declines to offset the excess earnings 
of Delta’s domestic operations against the subsidy need of its Latin Americar 
operation, it would then result in granting subsidy in excess of the carrier's need 

In a similar factual situation’ the Postmaster General’s position was upheld 
upon appeal to the court, whereby the court held: 

“Tn our opinion failure of the Board to make the offset is at variance with the 
plain meaning of section 406 (b). * * * Admittedly the excess profit of $654,000 
derived from domestic operations is part of that revenue, so refusal of the Board 
to ‘take’ the item ‘into consideration’ in determining a rate for the Latin Ameri 
can routes resnits in allowing the carrier $654,000 more than its actual need, in 
disregard of the statutory requirement to keep subsidy allowances within thos 
bounds” (Summerfield, Postmaster General, et al. v. C. A. B.. U. S. Ct. of App. D 
of C. Cir., No. 11351, decided May 4, 1953, - F. 2d te 

The dollar amount of excess earnings from the domestic operations which 
could be offset in the instant Delta, Latin American, proceeding equals the 
entire subsidy figure of $730,000 proposed by the Board in the present show 
cause order. The excess over an 8-percent return on the domestic operation 
is $954,000." Giving effect to the excess earnings of $954,000 would result in 
a finding that no subsidy is needed for this carrier: such determination would 
still leave the carrier with a 10-percent return after taxes on its Latin American 
operations, as well as an 8-percent return after taxes on its domestic operation, 
plus an additional $224,000 (before taxes) 

Although the Board has been granted a further court review of the offset 
principle, it should be recognized that the decision of the court of appeals 
could be sustained. To refuse to stay the instant rate order and thus to permit 
it to hecome finalized before the Supreme Court has ruled on the issue could 
result in the unwarranted expenditure of public funds. 

In view of the foregoing, the Postmaster General objects to the setting of a 
final subsidy mail rate for Delta’s Latin American operations which does 1 
apply the other revenue of the carrier being realized as earnings in excess of 
a fair return on its domestic operations, particularly in view of the court opinion 
and decision in Summerfield et al. v. C. A. B., supra, now outstanding: and 
respectfully requests that the proposed rate be held in abeyance until the 
Supreme Court has rendered its opinion and decision in the pending case of 


1 90° 


C. A. B. et al. v. Summerfield et al., Supreme Court Docket Nos. 222 and 223 


( 


1 Statement. p. 7 

2 The Board has filed and, with no objection by the Postmaster General, has been granted 
a netition for writ of certiorari vy the U. S. Supreme Court: the date for oral argu 
ment has already been assirned for the period commencing November 380 of this year 
In the meantime, however, the Board has indicated that it will apply its principle over 
ruled by the court opinion and decision, cited above. and now ontstanding, pending the 
outcome of the proceeding in the Supreme Court. Statement, p. 15. 

2 See annendix 1. 

+See note 2, supra. 
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October term, 1953, or such other action as may be appropriate in these 
circumstances. 
Respectfully submitted. 
(Signed) Ross Riziey, 
Solicitor, Post Office Department. 
(Signed) Evucene J. Bran, 
Assistant Solicitor, Post Office Department. 
Dated October 22, 1953. 


CERTIFICATE OF SERVICI 


I hereby certify that I have this day served the foregoing answer upon all 
rties of record in this proceeding by mailing a copy thereof, in a franked 
envelope and properly addressed, to each such party or their attorney. 


(Signed) Evucrene J. Braun, 
Assistant Solicitor, Post Office Department 
Dated October 22, 1953. 


t 


AppENDIX 1.—Delta Air Lines, Inc., excess domestic earnings available as offse 
gainst subsidy mail pay need for international operations, future year beginning 
May 1, 1958 

[Dollars in thousands] 


Working capital 
Operating property and equipment 
Other assets 


Total investment. 


Nonmail revenues : See footnote 2 
Mail pay.-... ‘ ‘ do.. 


Total revenues_. ‘ Line 5+line ¢ 
8 | Operating expenses ee boou : | See footnote ? 


Net operating income before income taxes do 
Estimated Federal income taxes and State taxes : do 


Net income after taxes. 


Return on investment: 
Before taxes... ‘ : . 26 
Alter taxes i . 9 83 
Fair rate of return (Board’s policy OO 
Amount of return at Board’s rate sine 4Xline 1 , 243. 00 


Excess over fair return ; Line 11—line 15 514. 00 
Taxes related to excess a See footnote 4 440. 00 


Offset available against international mail pay Ge.... 954. 00 


Delta Air Lines, Mail Rate, Domestic Operations, Docket No. 6109, Order No. E 
ix No. 2 
Delta Air Lines, Mail Rate, Domestic Operations, Docket No. 6109, Order No. E-7739, Sept. 2 
ix No, 1, 
Percent 
computing Federal income taxes, the Board applied rates currently in effect, after deducting interest 
se and State taxes from net operating income before taxes. State taxes were estimated at 2.97 percent 
le income. As a consequence, the ratio of Federal income and State taxes to net operating income 
taxes became 46.14 percent (line 10+line 9). This factor was used in the development of the taxes 
to earnings in excess of a fair return. 
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BEFORE THE CIvIL AERONAUTICS BoarRD, WASHINGTON, D. C, 
BRANIFF AIRWAYS, INC., MAIL RATES—DOMESTIC OPERATIONS 
Dox ket No. 51 4 


ANSWER ON BEHALF OF THE POSTMASTER GENERAL TO THE BOARD'S ORDER TO SHOW 


CAUSE, B-7780, ADOPTED OCTOBER 1, 1953 


Communications with respect to this answer should be sent to: Ross Rizle 
Solicitor, Post Office Department, Washington 25, D. C, 
Dated: November 2, 1953 


The Postmaster General, by his undersigned attorneys, having filed his notice 
in the above-entitled proceeding that objections exist to the Board’s order to 
show cause, Order No. E—-77S80, adopted October 1, 1953 (served October 2, 1953), 
and to the statement of provisional findings and conclusions accompanying said 
order, wherein a final mail rate is proposed under the Civil Aeronautics Act for 
Braniff Airways, Inc., now files this answer containing the following objections 


“ey 


“The proposed mail rate order fails to provide for the application of excess 
eurnings of Braniff, being recognized thereunder, for its domestic operations, 
against the subsidy requirements of Braniff’s international operations. 


“ry 


“A. The proposed mail rate for Braniff’'s domestic operations should be held 
open and this proceeding should be consolidated with a pending mail rate pro 
ceeding for Braniff’s international operations in order that a proper mail rate 
for the domestic operations may be fixed and determined together with the need 
mail rate for Braniff’s international operations and thereby fulfilling the statu- 
tory requirement for a proper determination of the need of Braniff as a whole for 
mail compensation under section 406 of the act; or 

“B. The proposed mail rate order should, at least, be held open until the 
Supreme Court has rendered its opinion and decision in a pending case involving 
a similar issue on excess earnings; or such other action as may be appropriate 
in these circumstances.” 

In support of the foregoing objections, the following is presented. 


“sy 


“The proposed mail-rate order fails to provide for the application of excess 
earnings of Braniff, being recognized thereunder, for its domestic operations, 
against the subsidy requirements of Braniffs international operations.” 

This mail rate proceeding involves the fixing of a fair and reasonable rate for 
Braniff in its domestic operations on and after November 10, 1952. The rate 
proposed by the Board’s order to show cause is 53 cents a mail ton-mile.*. The 
show-cause order, however, does not take into consideration the proper mail rate 
for a carrier which operates an international division, in addition to a domestic 
division, and which international divsion requires subsidy. 

Branff also conducts an international operation which requires substantial 
subsidy in the form of mail pay. The mail rate for this international operation 
is, and has been, pending for over 6 years—since the inauguration of such 
service in April 1947.2. The Board’s staff is, and has been, in the process of 
determining the subsidy requirements for this international operation of Braniff 
and it is expected that a rate will be proposed within the near future.* 

In proposing the final mail rate in this proceeding for Braniff's domestic 
operations, the Board, by the instant order to show cause and accompanying 
statement, gives no consideration to the true need of the carrier as a whole for 
mail compensation under the statutory provisions of section 406 of the Civil 
Aeronautics Act. 


t Accompanying statement of provisional findings and conclusions, p. 22. 

? Braniff Airways, Inc., Mail Rate, Latin American Operation, docket No. 2886. See 
order No, E—848 issued in 1947. 

* Staff communications. 
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— 


Although the Board in its provisional statement recognizes various allocations 
of financial data made by Braniff between its domestic and international opera- 
tions,* no recognition, however, is given by the Board in the statement to the 
estimated excess earnings of this carrier in its domestic operations which could 
be applied against the need of such air carrier in its international operations. 

The data contained in the Board's instant statement for Braniff’s domestic 
operations reveal! that the net operating income (including estimated mail pay), 

ter taxes, based on the carrier’s domestic investment as adjusted by the 
Board, for a future year will be equivalent to a rate of return of 10.01 percent.’ 
This profit is at least 25 percent greater than the 8 percent rate of return con- 

stently recognized by the Board in mail rate cases for domestic trunkline 
rriers.. The excess over an 8 percent rate of return amounts to approximately 
one-half million dollars annually.’ 

The statement of provisional findings and conclusions accompanying the 1n- 
stant order to show cause does not reveal the Board’s estimate of an overall 

ate of return—both domestic and international—which Braniff will realize on 

ts entire system for a future year. Thus, the proposed mail rate in this pro 
ceeding (which, in effect, recognizes an excessive rate of return estimated for 
Braniff for the future operations of its domestic division) should not be per 
mitted to become final at this time without taking into consideration the esti 

ated need of this same carrier for subsidy in its international operations 

The end result of fixing rates for a carrier must not go beyond that point 
where the total subsidy exceeds the need of the carrier as a whole.” Summer- 
field, Postmaster General, et al. v. Civil Aeronautics Board (U. 8. Ct. of Appeals 


for the D. of C. Cir., docket No. 11351, decided May 4, 1953, p. 4 — F. 2d —-). 


“TI-A 


“The proposed mail rate for Braniff’s domestic operations should be held open 
aud this proceeding should be consolidated with a pending mail rate proceeding 
for Braniff’s international operations in order that a proper mail rate for the 
domestic operations may be fixed and determined together with the need mail 
rate for Braniff’s international operations and thereby fulfilling the statutory 
requirement of a proper determination of the need of Braniff as a whole for mail 
compensation under section 406 of the act * * *” 

The most significant factor which the Board overlooked in its statement accom- 
panying the instant order to show cause is whether the Board is fixing a rate that 
reflects the true need of the carrier as a whole, as defined in the mail rate section 
of the Civil Aeronautics Act (sec. 406 (b)). To determine Braniff’s true need 
for mail pay, the entire system—the international as well as the domestic opera- 
tions—must be taken into account by the Board. Thus, where the Board finds, 
in effect, excess earnings estimated for the domestic operation, it has the duty 
to apply such excess earnings against the subsidy need for the international 
operation. 

If the final mail rate for Braniff’s domestic operation is fixed at this time 
without consideration of the need requirement of the international operations 
of the carrier, any earnings resulting from said rate for the domestic operations 
in excess of a fair return—the Board has held in a past proceeding *—cannot 
later be applied against the need of the international operations. The Post- 
master General appealed that ruling of the Board by petition to the court for 
a review of the Board’s order. The court, by decision of May 4, 1953, reversed 
that ruling of the Board.*® Subsequently, however, the Board was granted a 
further review by writ of certiorari issued by the Supreme Court October 12, 
1948, O. A. B., et al v. Summerfield Postmaster General, et al, Supreme Court 
Docket Nos. 222 and 223, October Term, 1953, and oral argument has been set 
n the period commencing November 30 of this year. 

Therefore, to prevent the application of such a past ruling by the Board in 

nnection with Braniff, the Postmaster General requests, as he has in other 


*See Board’s reference to forecast containing such allocations, at pp. 12 and 19, and 
appendixes Nos. 2 and 4, of Board’s statement of provisional findings and conclusions. 

* Board's statement, p. 20. 

* As the most recent example, see Northeast Airlines, Inc., Mail Rates, dockets Nos. 1932 
and 1890, order E-7368, statement of provisional findings and conclusions, p. 30, adopted 
May 11, 1953 

7 Appendix 1 of this answer. 

8 Chicago and Southern Airlines, Inc., mail rates, Latin American Operations, Docket No. 
2564, order serial E—5793, adopted October 18, 1951. 

® Summerfield, Postmaster General, et al., v. Civil Aeronautics Board, supra 
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pending cases,” that the final rate for Braniffs domestic operations be held 
open: that the domestic rate proceeding be consolidated with the pending rat 
proceeding for Braniff's international operations: and that thereupon fair a1 
reasonable mail rates hased on the subsidy need of Braniff’s operations as 
whole, together with all other revenne of such air carrier, be fixed and 
determined. 


“p 
the proposed mail rate order should, at least, be held open unt 
the Sr Court has rendered its opinion and decision in a pending cas 
involving a similar issue on excess earnings: or such other action as may b 
ippropriate in these circumstances.” 

Subsequent the issuance on October 1, 1953, of the instant order to sho 
the Board tentatively determined to reject a proposal of the Postmaster 
al which is similar to the one stated in II A above in connection with 

iffs domestic rate for the 12-month period immediately prior to the 
period involved in the instant order to show cause.“ The Postmaster General 
! filed exceptions to that tentative decision and will, within the time allowed, 
file a supporting brief. 

To show the unreasonable effect of the Board’s proposed order on the Publi: 
Treasury if Braniff’s domestic rate is fixed without consideration of the need 
of this same carrier for subsidy in its international operations, the followi: 
is offered. Based upon Braniff’s reports for its international operation, the 
carrier apparently is claiming approximately 13 to 14 million dollars in mail } 
for the past 514 years. For the most recent calendar year alone, 1952, the car 
rier apparently is claiming approximately $414 million in mail pay of which 
it is estimated more than nine-tenths represents subsidy, and less than o1 
tenth represents service mail pay.” In spite of that substantial subsidy 
quirement being claimed by Braniff in its international operation, the Bo: 
gives no consideration to one-half million dollars which are “other revenue” of 
the carrier being derived from its domestic operations and which are in excess 0! 
a fair return. 

he mail rate return of the act requires that “the need of each such air carrier” 
he determined “together with all other revenue of the air carrier” (sec. 406 (b) 
The Postmaster General is, and has been, contending that the end result of 
fixing subsidy mail rates for a carrier must not go beyond that point where the 
total subsidy exceeds the need of the carrier as a whole. The Postmaster Gen 
eral contends that if the Board declines to offset the excess earnings of Braniff’s 
domestic operations against the subsidy need of its Latin American operation, 
it would then result in granting subsidy in excess of the carrier’s need. 

The Postmaster General’s position on the offset issue was upheld upon appeal 
to the court, as indicated above, whereby the court held: 

“In our opinion failure of the Board to make the offset is at variance with the 
plain meaning of section 406 (b). * * * Admittedly the excess profit of $654,000 
derived from domestic operations is part of that revenue, so refusal of the 
Board to ‘take’ the item ‘into consideration’ in determining a rate for the Latir 
American routes results in allowing the carrier $654,000 more than its actual 
need, in disregard of the statutory requirement to keep subsidy allowances within 
those bounds.” Summeryield, Postmaster General, et al. v. C. A. B., supra. 

As mentioned previously, the Board has been granted further review by the 
Supreme Court. In the meantime, however, the Board has indicated in another 
proceeding “ that it will continue to apply its own principle even though over- 
ruled by the court opinion and decision, cited above, and now outstanding, uatil 
the outcome of the proceeding in the Supreme Court. 


” Braniff Airways, Inc., Mail Rate, Domestic System, docket No. 5142, answer, filed 
April 25, 1952, on behalf of the Postmaster General, to the Board’s order to show cause, 
KH-6257. adopted March 26, 1952, and Delta Air Lines, Inc., Mail Rate, Domestic Opera 
t docket No. 6109, answer, filed June 1, 1953, on behalf of the Postmaster General, to 
soard’s order to show cause, E-7351, adopted May 1, 1953. 
raniff, Mail Rates, Domestic Operations, docket No. 5142 (same docket as the in- 
one for the rate period October 1, 1951, to November 9, 1952, tentative decision, 
7815, October 13, 1953. 

‘arrier’s reports and claims; Board’s administrative separation of subsidy report 
September 1958 revision 

% Delta Air Lines, Inc., Mail Rates, Latin American Operations, docket No. 6110, Board 
order to show cause, E—7738, adopted September 21, 1953, statement of provisional findings 
und conclusions (accompanying said order), p. 15. 
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Aithough the Board has been granted a further court review of the offset 
principle, it should be recognized that the decision of the Court of Appeals could 
sustained ; or that the forthcoming opinion of the Supreme Court could have 

direct bearing on the problem raised by this answer. Thus, the Postmaster 
General objects to the setting of a final mail rate for Braniff’s domestic opera- 
tion which does not consider and provide for the application of the “other 

venue,” being realized as earnings in excess of a fair return on its domestic 
perations, against the need of Braniff in its international operations in a pend- 

g case; and therefore the Postmaster General requests that the proposed rate 
e held open until the Supreme Court has rendered its opinion and decision. To 
refuse to stay the instant rate order and thus to permit the order to become 
nalized before the Supreme Court has ruled on the issue, could result in the un- 

rranted expenditure of public funds. 

Accordingly, the Postmaster General objects to the proposed rate order, and 
isks that the order be held in abeyance, at least, until the Supreme Court makes 
ts decision, or asks that the Board take such other action as may be appropriate 
in these circumstances. 

Respectfully submitted. 

(Signed) Ross Riz.ey, 
Solicitor, Post Office De partment. 
(Signed) EucGene J. BrRAHM, 
issistant Solicitor, Post Office Department. 
ted November 2, 1953. 


CERTIFICATE OF SERVICE 
hereby certify that I have this day served the foregoing answer upon all 
ties of record in this proceeding by mailing a copy thereof, in a franked en- 
ype and properly addressed, to each such party or their attorney. 
(Signed) Eucrene J. PRauM, 
Assistant Solicitor, Post Office Department. 
Dated November 2, 1953. 
BEFORE THE Civit AERONAUTICS BoARD, WASHINGTON, D. C. 


BRANIFF AIRWAYS, INc., Matt RATE—DOMESTIC SYSTEM 


Docket No. 5142 


lH} POSTMASTER GENERATI I} SUPPORT OF EX TIONS TO TENTATIVE 
DECISION, ORDER E-7815, OCTOBER 1 } 


Communications with respect to this brief should be sent to: Ross Rizley, 
Solicitor, Post Office Department, Washington 25, D. C. 

Dated November 3, 1953. 

The Postmaster General, by his undersigned attorneys, having filed certain 
exceptions to the Board's tentative decision and Order E-7815, October 13, 1953, in 
he above-entitled proceeding, now files this brief in support thereof, as provided 

said decision and order. 

The document of exceptions of the Postmaster General, filed October 26, 1953, 
stated: 

“1. Exception is taken to the tentative decision and order, and the reasons 
given by the Board in support thereof, adopting, reaffirming, and establishing the 
final mail rate for Braniff Airways, Inc., in its domestic operations for the period 
October 1, 1951, through November 9, 1952, as set forth in said decision and 
order. 

‘2. Exception is taken to the tentative decision and order, and the reasons 
given by the Board in support thereof, as set forth at pages 3—9 in the said 
decision, rejecting the Postmaster General's proposal to defer the establishment 
of a final mail rate for Braniff in its domestic operations for the period October 1, 
1951, through November 9, 1952, for contemporaneous consideration with the 
pending final mail rate for Braniff’s Latin American operations. 

_ “In support of the foregoing exceptiens, the Postmaster General relies upon 
facts of record; and certain events occurring after the close of the record—to 
wit— certiorari has been granted by the United States Supreme Court (0. A. B., 
et al. v. Summerfield, Postmaster General, Docket Nos. 222 and 223, October term 
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1953) to review a decision involving a legal issue similarly and directly involved 
in the exceptions herewith taken, which will be determinative of said issue, and 
oral argument has been set by the Court within a 2-week period commencing 
November 30 of this year, 

“Wherefore, the Postmaster General requests the Board to sustain the fore 
going exceptions, or in the alternative at least defer final decision until the 
Supreme Court has ruled on the issue similarly involved herein.” 


PROBLEM PRESENTED 


The Civil Aeronautics Board has proposed a future final mail rate for Braniff 
Airways, Inc., in its domestic operations which together with other nonmail 
revenues would produce, on the basis of the Board’s own estimates, a rate of 
return in excess of 8 percent. An 8 percent rate of return has been consistent 
adopted by the Board as a fair return for domestie trunklines in future opera 
tions. At the same time, another mail rate proceeding is pending for this car 
rier covering its international operations which require substantial subsidies 
in the form of mail pay. 

Section 406 (b) of the Civil Aeronautics Act directs the Board, in fixing mail 
pay to “take into consideration * * * the need of each such air carrier for 
compensation * * * together with all over revenue of the air carrier * * *, 

The Postmaster General in this proceeding has been, and is, contending 
that the Board should in some manner apply the excess earnings against the 
subsidy need of Braniff in its international operation; a mail rate proceeding 
for the latter operation is also pending. The Postmaster General has pro 
posed two methods by which this could be accomplished: (1) the rates for 
both divisions be fixed contemporaneously by consolidating the proceedings 
wherein Braniff’s overall need for subsidy, together with all of its other revenue, 
can be properly determined, in accordance with section 406 (b) of the act; (2) 
the Board should establish an “earnings equalization reserve plan.” 

The Board has not only rejected both of these proposals by its tentative deci 
sion of October 13, 1953, but also fails to apply the excess earnings in any manner 
in this proceeding concerning Braniff’s domestic operations; and has, in addi 
tion, indicated elsewhere that it will refuse to do so in the pending proceeding 
for the internaitonal operation.’ 

The Postmaster General contends that the Board’s failure to apply the excess 
in Some manner will result in allowing the carrier more than its actual subsidy 
need. Such result is, as the United States Court of Appeals has already noted 
“ijn disregard of the statutory requirement to keep subsidy allowances within 
those bounds.” * 

Accordingly, the Postmaster General, in filing his exceptions, now asks the 
Board to reconsider the effect of its tentative decision in this ease, and to amend 
such proposed opinion; or, at least, to stay its final decision until the Supreme 
Court has ruled on an issue similarly involved herein. 


ARGU MENT 


The Board considers the first method of the Postmaster General for applying 
the excess against subsidy as a request “to treat Braniff’s entire system as a 
single ratemaking unit.” Page 5 of the tentative decision. No such proposal has 
been, or is, made. All that is requested is that any subsidy to be granted be 
kept within the actual need of the carrier, as directed by Congress. Consolida 
tion of proceedings does not necessarily require that the components be treated 
as one ratemaking unit. For example, in the pending Transatlantic Mail Rate 
Proceeding (Docket No. 1706, et al.) both the past and future rate periods of 
Pan American and TWA have been consclidated to determine the true subsidy 
need of each carrier by comparative analyses. 

Furthermore, the Board’s attention was directed, both in the Postmaster 
General’s brief and in his presentation of oral argument before the instant tenta 
tive decision, to the fact that the Board considered and granted subsidy to 
carrier based on the actual need of the carrier as a whole, even though such 

* Delta Air Lines, Mail Rates, Latin American Opertions, docket No. 6110, order to show 
cause. No, E-7738, September 21, 1953, accompanying statement. p. 15, wherein the Board 
concludes that they will not utilize domestic excess profits in subsidy international cases 
and will apply that principle uniformly in all other cases. 


* Summerfield, Postmaster General, v. C. A. B. (U. 8, Ct. of App., D. of C. Cir., No. 11351 
May 4, 1953, F.. 2d —) 
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carrier carried on four different and distinct geographical operations. See the 
four Pan American mail pay cases of July 17, 1944.° There the Board did not 
even consolidate the 4 proceedings but nevertheless concurrently decided in those 
4 cases, apparently on its own initiative, that the subsidy need is that of the air 
carrier aS a whole and not that of any particular geographical division of its 
operation (Alaska case, supra, p. 67) ; and thereby concluded (at p. 69) that the 
particular division needing subsidy should have both its minimum compensation 
determined for the transportation of mail, and its subsidy needs determined, but 
“the difference between the two amounts wil be offset against the excess earn- 
ngs realized on other operating divisions of respondent's system.” 

The Postmaster General (in his brief dated July 17, 1958, at pp. 15 and 16, in 
the instant case, prior to the tentative decision) informed the Board that he 
relied on the Board’s precedent established in those opinions of July 17, 1944, 
and thus “is only asking that the Board make the same determination in the 
case of Braniff by fixing both rates concurrently.” 

The Board not only refuses this request but does not even mention this 
particular request or those prior opinions in the tentative decision of October 
13, 1953. 

The same brief of the Postmaster General (pp. 2-8, 5, and 15) also gave valid 
reasons for asking that adequate provision be made in this Braniff domestic- 
rate proceeding for the application of excess earnings against the carrier’s 
subsidy need. The primary reason cited was the Board’s opinion and decision 
in the Chicago and Southern, Latin American Mail Rate Proceeding, Docket 
No. 2564, Order E-5385, May 18, 1951, pages 15-18. (The same case which was 
subsequently overruled, Summerfield, Postmaster General v. C. A. B., supra, and 
which is now before the Supreme Court for further review, C. A. B., et al v. 
Summerfield, supra). There the Board refused to offset the excess earnings of 
©, and 8. realized from its domestic division against the subsidy requirement 
of C. and §. in its international operation, pointing to the fact that the earnings 
were realized while the domestic division was operating under a future final, 
closed, unconditional, permanent rate. 

As a consequence, the Postmaster General candidly informed the Board why 
objections existed to the present domestic-rate proceeding and order. It was 
because of the Board's stated policy with regard to the sanctity of future, perma- 
nent mail rates as applied in the C. and S. case, supra. The Board was so 
informed in some detail: 

‘Rather than permit this domestic rate to be closed and await the pending 
nternational mail-rate proceeding in which to claim the offset and then only 
to be confronted with the Board’s ruling in the prior C. and 8. case, the Depart- 
ment in its answer requested that the domestic-rate proceeding for Braniff be 
held in abeyance until the Board was ready to take into consideration Braniff's 
other operation, the international division, which had been then pending 5 years. 
At the time the Department filed its answer in this proceeding, the domestic rate 
had only been pending 7 months. By its request to hold in abeyance the domestic- 
rate proceeding, the Department believed that any estimated future earnings in 
excess of a fair return could be applied against the future subsidy rfequirements 
of the international operation of Braniff.” Brief of Postmaster General, this 
docket, July 17, 1953, page. 5. 

To that extent, the instant proceeding in its present status differs from the 
©. and 8. case pending before the Supreme Court. Here, at least, at the present 
time, both rate proceedings for Braniff’s domestic and international operations 
ire open. Since the Postmaster General cannot devine the ultimate outcome 
f the C. and S. Supreme Court case, or any possibie fine distinctions that might 
be made in the Court’s opinion and decision, the Postmaster General also in- 
formed the Board that, as one of the guardians of the Public Treasury, he was 
obliged not to rely solely on the outcome of the Court case when participating 
and presenting his position in the instant case. 

Now the Board states that the position it took in the C. and 8. case is a sound 
one—even though it has been overruled by the United States Court of Appeals, 
supra, and gives as an added reason, in this case, the desire to avoid the “monopo- 
listie control of United States international air transportation.” There was no 
evidence presented at the hearings on this point. Therefore, there is no basis 
n fact for this conclusion. Braniff, the carrier in this case, has not presented 


*The Transatlantic Division case (6 C. A. B. 59) ; the Alaska Division case, ibid., at 61; 
the Trans-Pacific Division case, id., at 88; and the Latin American Division case, id., at 85. 
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any evidence, nor any statement by any of its officers, directors, or principa) 
stockholders that they will abandon its international route if the company can 
only earn 8 percent return on the domestic operations; and another 10 percent 
return on the international operations, even though the international Operations 
receives mail pay of millions of dollars annually, representing nine-tenths subsidy 
and one-tenth service mail pay.“ As support for the statement of “avoidance of 
monopolistic control” the decision cites the Board’s own statements made in a 
show cause order to Delta Air Lines before any hearing is held.’ 

in that Deita show cause order, the Board gives a graphic example that car 
riers would not merge; such mergers, it is inferred, would otherwise decrease 
the subsidy bill 

‘A graphic example is Western Airlines, a domestic carrier operating under 
a subsidy free mail rate, which has indicated that it is no longer interested in a 
possible merger with Pacific Northern Airlines, a Territorial carrier having an 
estimated annual subsidy need for its States-Alaska service of $777,000 if an off 
set principle is to be applied.” . 

Although there is no reference as to where that statement; indicated as having 
been made by Western, may be found, analyzed, examined, and cross-examined, 
nevertheless a statement by one carrier with respect to a route and a carrier 
running northward from Seattle, Wash., to Alaska does not necessarily apply 
equally well to the carrier concerned, Delta, with respect to its own route running 
southward from Houston, Tex./New Orlean, La., through the Caribbean area to 
Venezuela, South America. Nor does it likewise apply equally well to Braniff 
which operates southward from Houston, Tex./Miami, Fla., to Panama, Lima, 
Peru, Rio de Janeiro, Brazil, and Buenos Aires, Argentina. Nor does it apply, 
for example, to National Air Lines, another subsidy-free carrier, operating south 
ward from New Yerk to Miami, Fla., and on to Habana, Cuba. In opposition 
to any fear of monopolistic control, it should be pointed out that there is nothing 
to indicate that there is, or would be, a lack of applicants to operate international 
routes. As a matter of fact, National in a prepared statement, as one solution 
to the New York-Balboa case, offered to take over Panagra’s South American 
routes, and thus “save the American taxpayer $2 million in subsidy now paid to 
Panagra each year.” * 

Accordingly, the Postmaster General objects to, and therefore asks the Board 
to review, reconsider, and amend its order setting a final domestic rate which 
does not take into account the excess earnings of that domestic division and 
the subsidy requirements of the same carrier in its international operations, 
particularly in view of the outstanding court of appeals decision in the C & § 
case, supra; and the Postmaster General also asks the Board, at least, to defer 
any final decision in this matter until the Supreme Court has ruled on the issue 
similarly involved herein. 

Respectfully submitted. 

(Signed) Ross R1z.ery, 
Solicitor, Post Office Department. 
(Signed) Eucrenrt J. Braun, 
Assistant Solicitor, Post Office Department. 
Dated November 3, 1953. 


CERTIFICATE OF SERVICE 


I hereby certify that I have this day served the foregoing brief upon all parties 
of record in this proceeding by mailing a copy thereof, in a franked envelope 
and properly addressed, to each such party or their attorney. 

(Signed) Evucrenr J. Braun, 
Assistant Solicitor, Post Office Department. 
Dated November 8, 1953. 


*For the most recent calendar year alone, 1952, Braniff is, by its financial reports, ap- 
parently claiming approximately $4% million in mail pay for its international operation, 
of which it is estimated more than nine-tenths represents subsidy and less than one-tenth 
represents service mail pay. See carrier's reports and claims; and LBoard’s Administrative 
Separation of Subsidy Report, September 1953. revision. 

See p. 5 of instant tentative decision, footnote 5, citing “Delta Air Lines, Mail Rates 
[Latin American Operations], Statement of Provisional Findings and Conclusions [accom- 
panying its order to show cause], order No. E—7738, dated Sept. 21, 1953, pp. 7-15.” 
The Postmaster General has filed objections to that order on the same ground as here; 
see answer of the Postmaster General in that docket, filed October 22, 1953. 

® Delta, Mail Rates, Latin American Operation, order E-7738, supra, p. 15. 

7 American Aviation Daily, Aug. 20, 1953, p. 296. 





[Post Office rebuttal exhibit No. 1, docket No. 2913, November 24, 1954 
NARRATIVE STATEMEN1 


It is the position of the Post Office Department that the domestic earnings of 
United Air Lines in excess of a fair return should be applied as an offset against 
he carrier’s subsidy needs in its overseas Hawaiian operation. 

This exhibit shows the excess earnings realized by United in its domestic 
operations during the period January 1, 1951, through July 81, 1952. The excess 
ver a fair return plus related Federal income taxes amounted to $10,690,000 

1951 and $5,167,000 in the first 7 months of 1952 or a total of $15,857,000’ 
f the period (line 28, p. 3). This amount is available for offset against the 
subsidy payable to the carrier for its Hawaiian operations. 

‘he offset is derived from domestic operations beginning January 1, 1951, 

e this is the period during which United was operating under a permanent 
future domestic mail rate. 

The figures shown in this exhibit are largely those reported by the carrier 
either in its exhibits in the present case or in Form 41 reports. Certain adjust- 

nts to the carrier’s reported figures have been made, but these have only a 

nor éffect on the final application of the offset. 

One adjustment eliminates from investment in military flight equipment the 
ase resulting from the use of replacement rather than net book values (line 
Another reverses the retroactive reallocation of expenses related to military 

ntract operations, reported by the carrier in the fourth quarter of 1951 and as- 
signed to operations for the year ended June 30, 1951 (lines 11 and 12). Profits 
( ie military contract for the fourth quarter of 1951 and the first 7 months of 

2 have been allocated to domestic and Hawaiian operatious in proportion to 

vestment in those two operations (line 13 and footnote 5). In line with Bu 

1 counsel's position and for reasons given in exhibit BC—1, military contract 
fits for the first three quarters of 1951 have been assigned exclusively to 

Huwaiian operations (footnote 5). The derivation of Federal income taxes is 
ained in footnote 7. 


In exhibit BC-24, Bureau counsel allocated to Hawaiian and domestic operations the 
for the Bryce 
and Mount Carmel DC-—6 accidents. If this allocation is correct, then there should 


ed to the total amount available for offset, set forth above, the suin of $1,018,008, 
esenting the domestic portion of this settlement 


recovery by the carrier of $1,219,668 from Douglas Aircraft Corp 
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UNITED STaTes SENATE, 
May 19, 1954. 
Hon. CHAN GURNEY, 
Chairman, Civil Aeronautics Board, 
Washington, D. C. 

Dear Mr. CHAIRMAN: In accordance with the agreement reached at the last 
public session of the Appropriations Subcommittee considering the appropriations 
for the Civil Aeronautics Board, I am herewith submitting a series of questions 
which I would like to have answered for the committee record at the earliest 
possible date. 

Before listing the new questions, I wish to invite to your attention four very 
important matters discussed very briefly at the public hearings on May 17 and 18. 
Because of their great importance, I think the committee should have complete 
and detailed answers on these points: 

1. Windfalls from tage allowances.—A statement of the differences between 
the amounts of airmail pay and/or subsidies which the CAB has awarded 
from 1946 to date to companies holding airmail contracts for the purpose of 
enabling them to pay their Federal income taxes and on the other hand, the sums 
actually paid by those same companies into the United States Treasury. 

2. Expense accounts.—A statement of the expense accounts, in addition to 
salaries, fees, bonuses, commissions, and other direct compensation, attributable, 
in the most recent year available, to each of the top 10 executives and to each 
of the outside persons or firms receiving fees from each of the companies for which 
you are requesting subsidy appropriations from this committee. 

3. Subsidiaries —A statement of the expenditures from 1946 to date of the 
subsidized airmail contractors upon each of their subsidiaries, affiliated com- 
panies, or holding companies. 

4. Below-cost bidding—How much service is the CAB planning to underwrite 
with subsidies on our international operations, and what are the subsidy costs 
to the taxpayers of overscheduling and below-cost bidding by the subsidized 
airlines? 

It is hoped that you will be able to supply our committee with this information 
prior to printing of the public hearings, or if that is not possible that you can 
supply the information to the committee prior to consideration of the airline 
subsidy appropriation on the floor of the Senate, or, if you are unable to meet 
that date that you will supply the information to the committee when you are 
able to compile it. 

It should be noted that you have cases pending before you which involve large 
retroactive adjustments in mail pay at least as far back as 1946. 

I should also like to ask certain direct questions for the record of our hearings 
to which I hope you can supply answers following each of the questions for 
insertion in the record: 

(1) If the Congress approved your requests for appropriations for next yea 
(service mail pay of $60,223,000 already voted in H. R. 7893, and subsidies of 
$80,252,000 proposed for H. R. 8067, or a total of $140,475,000) would net the 
Congress be authorizing the largest expenditures for airmail and subsidy pay 
ments in American history? 

(2) Does not your proposal for an increase in the airline subsidy appropria 
tions in H. R. 8057 mean that, by your administrative separation of subsidies 
from service airmail pay, the two halves would total more than did the previous 
whole? 

(3) Was not last year the most prosperous year in the history of the airlines? 

(4) Were not your subsidy estimates for subsidies for Pan American and 
other international lines, computed on a basis which is directly in conflict with 
the principles set forth in the unanimous decisions of the Supreme Court, Febru- 
ary 1, 1954, in the two test cases of Summerfield y. Civil Aeronautics Board? 

(5) Has the Civil Aeronautics Board ever audited the books of the subsidiaries 
of the airline for which you are seeking the largest individual amount of sub- 
sidies, some $28,323,000, or the subsidiaries of other subsidized lines? 

(6) Has the Civil Aeronautics Board requested the Congress for funds for 
the specific purpose of making audits which have been denied by the Congress? 

(7) In the CAB examiners’ recommendations in pending mail-pay cases, is 
there any proposal to cover with mail pay the cash losses suffered by any ‘ecom- 
pany as a result of strikes? 

(8) Is your request for an increase in the airline subsidy appropriation sup- 
ported by the Department of Defense? 
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(9) Would any part of your requested subsidy appropriation pay for the 
installation in commercial transport planes of defense features required by the 
military? 

(10) What has been the relative contribution to auxiliary civil airlift needed 
by the military of (a) subsidized airlines for which you are seeking subsidy ap- 
propriations in H. R. 8067 and (b) nonsubsidized airlines in support of the 
Berlin airlift and the Korean (or Tokyo) airlift? 

Since the expense of the airmail and subsidy payments program of the CAB 
is borne by the American taxpayers, full public information should be available. 

With kindest regards, I am 

Most sincerely yours, 


H. M. KILGORE. 
PAYMENTS TO AIRMAIL CARRIERS 


Senator Brincrs. The record will show at this point the letter 
received from Senator Lehman and the enclosure which deals with 
1955 airline subsidies. 

(The communication referred to follows :) 


UNITED STATES SENATE, 
Washington, D. C., May 19, 1954. 
Hon. StyLtes Bripees, 
Chairman, Senate Appropriations Subcommittee on State, Justice, and 
Commerce Departments, Senate Appropriations Committee, Washington 
20, D.C. 

Dear Senator Bripees: I have had brought to my attention a statement 
recently issued by Citizens Public Expenditure Survey, Inc., of Albany, N. Y., 
dealing with the fiscal 1955 budget estimate for airline subsidies. 

While I am informed that your subcommittee has concluded its hearings on 
H. R. 8067, embodying appropriations for the Civil Aeronautics Board, I hope 
that it may be possible to have my letter and the attached statement of the 


Citizens Public Expenditure Survey inserted in the record of your hearings on 
this bill. On a number of occasions since I have come to the Senate I have given 
my support to attempts to bring greater economy and equity into this field of 
subsidy payments to airlines. 
Thank you for your consideration in this matter 
Yours very sincerely, 


Hersert H,. LEHMAN. 
CITIZENS PUBLIC EXPENDITURE SuRvVEY, INC., ALBANY, N. Y. 


ALBANY, April 27.—Labeling a proposed $73 million appropriation for airline 
subsidies as an “unwarranted spending of the taxpayers’ money,” the Citizens 
Public Expenditure Survey, Inc., today called upon the Senate Appropriations 
Committee to cut $50 million from the subsidy appropriation bill the committee 
is now considering. 

In telegrams to members of the Senate committee, Garth A. Shoemaker, presi- 
dent of the State taxpayers group, requested the cut “in the absence of a demon- 
strated defense need served by the airline subsidies and in view of the question- 
able method used in computing the subsidy amount.” 

Earlier in this session of Congress, the Appropriations Committee of the House 
of Representatives unanimously approved a reduction of $50 million from the 
appropriation for subsidies requested by the Civil Aeronautics Board. The 
bill, however, was amended on the floor of the House and the cut restored before 
it was passed and sent to the Senate. 

The taxpayers’ spokesman said that the $73 million subsidy amount was deter- 
mined on basis of the separate operations of the various divisions of the airline 
companies rather than on basis of their total operations. He declared that this 
method “would certainly appear contrary” to the proper method for measuring 
the need for subsidies as set forth in a unanimous Supreme Court decision of 
February 1, 1954. In its opinion, the Court stated: “The ‘need’ of the carrier is 
measured by the entirety of its operations, not by the losses of one divisicn or 
department.” 

Commenting on the requested spending reduction, Shoemaker pointed out that 
taxpayers in New York State pay approximately one-seventh of all Federal taxes. 
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The $50 million cut would, therefore, mean a saving of more than $7 million to 
the people of New York State. 


Senator Bripces. At this point will be inserted a prepared statement 
received from CAB on the power of the Board to fix mail rates. 
(The statement referred to follows:) 


Civi AERONAUTICS Boarp 


POWER OF THE BOARD TO FIX MAIL RATES INCLUDING “NEED” UNDER SECTION 406 
OF THE CIVIL AERONAUTICS ACT WITHOUT REGARD TO AMOUNT OF APPROPRIATIONS 
rHEREFOR 


Question has been raised as to the legal effect upon the Board’s authority 
to tix and determine rates of compensation for the transportation of mail, 
including “need,” under section 406 of the Civil Aeronautics Act, of a limitation 
of the amount appropriated by the Congress for the payment of the amount of 
need or subsidy included in such rates. This is the portion of the mail rates 
fixed under section 406 which, pursuant to Reorganization Plan No. 10, is 
to be paid by the Board out of appropriations to it for that purpose. 

In the absence of action by Congress which is to be construed as an amend- 
ment, suspension, or repeal of the need provisions of section 406 (b) of the 
Civil Aeronautics Act, it is believed that a limitation of appropriations would 
not affect the Board's authority or responsibility under section 406 to determine 
the fair and reasonable rates of compensation for the transportation of mail 
by aircraft for each carrier certificated to carry mail, including therein the 
need of each such carrier where such need is determined to exist within the 
meaning of section 406 (b), whether or not there are at the time of such 
determination appropriations sufficient to cover the amount which may become 
due under the rates so fixed. Under existing legislation the rates so determined 
become a valid obligation against the Government. 

In considering this matter it is necessary to keep clearly in mind the distinc- 
tion between (1) the fixing of a need mail rate by the Board which, upon 
performance by the carrier of the services required of it, will under the terms 
of the act result in an obligation to the carrier, and (2) the actual payment of 
the amounts necessary to satisfy any such obligation. The subsequent discus- 
sion in this memorandum is directed wholly to the disposition of the first aspect. 
There is, of course, no dispute that the Board, under the act and Reorganization 
Plan No. 10 and the Postmaster General prior to the effective date of Plan No. 
10, cannot pay out any amounts whatsoever in excess of those appropriated 
by the Congress. Thus, even though an obligation for need mail pay may 
exist under the statute, payments upon claims submitted must cease when the 
funds appropriated to the Board have been exhausted. 

Section 401 (m) of the Civil Aeronautics Act provides that whenever so au- 
thorized by its certificate, any air carrier shall provide necessary and adequate 
facilities and services for the transportation of mail, and shall transport mail 
whenever required by the Postmaster General. This section further provides 
that such air carrier shall be entitled to receive reasonable compensation therefor 
as provided in the act. Section 406 (a) empowers and directs the Board, upon 
its own initiative or upon petition of the Postmaster General or an air carrier, 
to fix and determine from time to time the fair and reasonable rates of com- 
pensation for the transportation of mail by aircraft, the facilities used and 
useful therefor, and the services connected therewith by each holder of a cer- 
tificate authorizing such transportation. Section 406 (b) provides that in deter- 
mining the rate in each case, the Board shall take into consideration, among 
other factors, the need of each such air carrier for compensation for the pur- 
poses enumerated in such section. Section 406 further directs that the rates so 
fixed and determined by the Board shall be paid by the Postmaster General from 
appropriations for the transportation of mail by aircraft. It is, of course, the 
responsibility for payment of the rates so fixed, pursuant to section 406, to the 
extent that such rates include need or subsidy, and therefore exceed the service 
rate for the mail services performed, which has been transferred to the Board 
by Reorganization Plan No. 10. 

On its face, therefore, the Civil Aeronautics Act creates a right in each air 
earrier certificated to transport the mail to compensation which is fixed and 
determined in accordance with the standards of section 406. This includes a 
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mandate to the Board to include in the rates so fixed the element of need or sub- 
sidy, wherever such need is determined to exist in accordance with the standards 
of the act. If the Board finds need to exist under those standards, it is directed 
to include provision therefor in the rates being fixed by it, and under Reorganiza- 
tion Plan 10 to pay the rates so fixed to the extent that appropriations are avail- 
able for so doing. Thus the statute creates in favor of the carrier holding a mail 
certificate and performing the services required of it an obligation on the part 
of the Government to compensate it in accordance with the statutory provisions. 
The Board’s function is simply to determine the amount of the statutory obliga- 
tion consistently with the standards prescribed by Congress in delegating this 
function to the Board. 

There are no provisions in the Civil Aeronautics Act which indicate any inten- 
tion to limit or restrict the Board’s function of rate fixing under section 406 in 
reference to the amount of appropriations for the transportation of mail. Sim- 
ilarly, there appear to be no constitutional or other statutory provisions which 
have the effect of placing such a limitation upon the statutory mail ratemaking 
function vested by Congress in the Board. 

It has been suggested that the Board does not have authority without a previous 
appropriation to determine the amount of mail compensation due air carriers 
under section 406 in light of the provision of article 1, section 9, clause 7, of 
the Constitution which provides in part that “no money shall be drawn from the 
Treasury, but in consequence of appropriations made by law.” This provision 
of the Constitution constitutes only a restraint against the paying out of sums 
in excess of appropriations for ‘need’? mail compensation. It seems clear that 
the provision has no bearing upon the question of the Board’s authority under 
section 406 of the Civil Aeronautics Act to determine the amount of “need” mail 
compensation due an air carrier and thus to make definite the Government’s 
obligation under the act (Andrew Geddes v. United States, 38 C. Cls. Rps. 428, 
444, 445 (1903)). Reliance upon this constitutional provision overlooks the dis- 
tinction referred to above between the creation of an obligation and the actual 
payment of funds in satisfaction thereof. The constitutional provision is directed 
to the latter point only. 

It has also been contended that if an officer, upon his own responsibility and 
without the authority of Congress, assumes to bind the Government by express 
or implied contract to pay a sum in excess of that appropriated by Congress for 
the purposes of such a contract, such action is a nullity and no legal obligation 
results therefrom. This argument appears to have reference to the provisions 
of 31 U. S. C. 665 (a) which reads as follows: 

“No officer or employee of the United States shall make or authorize an expend- 
iture from or create or authorize an obligation under any appropriation or fund in 
excess of the amount available therein; nor shall any such officer or employee 
involve the Government in any contract or other obligation, for the payment of 
money for any purpose, in advance of appropriations made for such purpose, 
unless such contract or obligation is authorized by law.” 

It is believed that this statutory provision does not affect the authority of the 
Board to determine “need” mail pay compensation under section 406. In the 
first place, application of this provision to restrict the Board in determining 
“need” mail compensation to the amount of existing appropriations therefor 
assumes that the obligation on the part of the Government to pay stems basically 
from the Board’s determination. Such a construction of section 406 is not sound 
The right to “need” compensation and the obligation therefor does not arise 
merely out of the Board’s action in fixing the rate, but rather as a consequence 
of the provisions of the statute. The Congress has granted the air carrier a 
statutory right to mail compensation determined in accordance with the provi- 
sions of the act. The Board is only the agent of Congress in determining the 
actual amount of such obligation. This determination does not give rise to a 
new obligation, but is simply a definition of the amount thereof. Congress has 
specifically directed the Board in section 406 to determine the “need” in each 
case and where it is found to exist, to include it in the carrier’s mail compensa- 
tion. Refusal by the Board to do so would doubtless be an unwarranted refusal 
to perform its statutory duty. 

Even if the language of 31 U. S. C. 665 (a) is applicable to the determination 
of the amount of mail compensation due an air carrier under section 406, such 
determination by the Board falls within the express exception of that section as 
an “obligation authorized by law.” It appears clear that the obligation of the 
Federal Government for “need” mail compensation is one expressly authorized 
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by law in sections 401 (m) and 406 of the Civil Aeronautics Act, and that hence 
such obligation is not affected by the fact that the Board’s action precedes appro- 
priations for that purpose. 

The Court of Claims has consistently held that where a right of compensation 
from the Federal Government exists, the failure of Congress to grant an appro- 
priation therefor does not defeat that right (Collins v. United States (15 C. Cls. 22 
1879) ); Parsons’ case (15 C. Cls. R., 246 (1879)): Beckwith v. United States 
(16 C, Cls, 250 (1880) ): Ralston v. United States (91 C. Cls. 91, 96 (1940), cert. 
den. 311 U. S.687)). The court has gone further and held that only a suspension 
or repeal of statutory provisions giving rise to an obligation is effective to defeat 
a claim thereunder (Emmett F. Dickerson vy. United States (89 C. Cls. R., 520 
(1929)); Thomas C. Gibney v. United States (114 C. Cls. R., 88 (1949)). In 
the Gibney case, the Court of Claims held that a mere limitation on the use of 
funds by Congress was not sufficient to amount to a suspension or repeal of 
statutory provisions giving rise to an obligation. In this case the court reviewed 
the history of efforts to limit Federal obligations in appropriation bills. At 
pages 50-53 the court declared: 

“* * * For more than half a century according to the rules and the practice 
prevailing in the Congress, a pure limitation on an appropriation bill does not 
have the effect of either repealing or even suspending an existing statutory 
obligation any more than the failure to pay a note in the vear in which it was 
due would cancel the obligation stipulated in the note. There were many 
debates in the Congress as to whether the wording of a restriction was such 
that it constituted either a repeal or a temporary suspension of the existing 
legislative act or the obligation which it embodied. If so, it was subject to 
being stricken from the bill on a point of order by any Member. Frequently, 
of course, under the guise of a limitation, a Member would undertake to hide 
a provision which would also suspend or repeal the obligation, but the uniform 
rule was that if it were simply a withholding of funds and not a legislative 
provision under the guise of a withholding of funds it had no effect whatever 
on the legal obligation. The usual form of a simple limitation was that none 
of the funds provided should be used for a specific purpose—naming the purpose. 
I know of no departure from this rule in the enactment of legislation in the 
history of the Government. 

> ~ * * * * oe 

“We know of no case in which any of the courts have held that a simple 
limitation on an appropriation bill of the use of funds has been held to suspend 
a statutory obligation. In fact, we believe a careful reading of the Comptroller 
General's rulings will disclose that he is in accord with this interpretation.” 

In the Dickerson case, supra, the Court of Claims reached the same result. 
On appeal, the United States Supreme Court held that under the circumstances 
there involved. the language used amounted to a suspension or repeal of the 
statutory provisions giving rise to the obligation, but did not overrule the prin- 
ciple of law involved (United States v. Dickerson, 310 U. S. 554 (1940) ). 

It therefore appears that, in the absence of action by Congress which amends, 
suspends, or repeals the provisions of section 406 providing for “need” mail 
compensation, the Board is required by the statute to determine the amount of 
the obligation in accordance with the standards there provided and that the 
amount so determined in each case is a valid claim against the United States, 
regardless of the appropriations for subsidy mail pay available at the time the 
determination is made. 

The foregoing view, based upon analysis of the law, is further supported by 
past practice over a period of 15 years in which the Board has determined “need” 
mail compensation without regard to the appropriations of the Post Office 
Denartment. and the latter has obtained from Congress the necessary amounts 
due air carriers as so determined This practice was, of course, dictated not 
only by legal requirements, but also by the practicalities of the situation. 
The act directs the Board to provide “need” mail compensation where required 
by means of rates fixed to have future applicability. It would be difficult to 
obtain in advance appropriations which exactly covered the compensation due 
and to become due under such rates pursuant to section 406. Tt would be even 
more difficult, if not practically impossible, for the Board to divide up a limited 
amount for appropriations for “need” mail compensation among air carrier 


1Tinder these arrangements the Post Office Department in the past has obtained a lump 
snm appropriation for the transportation of domestic and foreign mails by air, land, and 
water 
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claimants upon an acceptable basis. Any such action would inevitably be 
arbitrary and would of necessity bear little or no relation to statutory standards 
prescribed in section 406. 

The conclusions set forth above are not affected by the fact that the function 
of paying “need” mail compensation has been transferred from the Post Office 
Department to the Board pursuant to Reorganization Plan No. 10. That plan 
was intended to effectuate merely a “simple transfer of the subsidy function,” 
and did not in any way change the substantive law or affect the aggregate 
amount of mail pay for which any airline is eligible (U. S. Code Congressional 
and Administrative News, vol. 1, 883d Cong., 1st sess., 1953, p. 902). 


Bureau oF THE CENSUS 
LETTER FROM CONGRESSMAN HAROLD D. COOLEY 


Senator Eiitenprr. A letter has been received from Congressman 
Harold D. Cooley on the census of agriculture appropriation, and 
it will be inserted in the record at this point. 

(The letter referred to follows :) 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVE, 
Washington, D. 0., May 11, 1954 
Senator StTytes BrIpcEs, 
Chairman, Senate Appropriations Committee, 
Washington, D.C. 

DeAR SENATOR BripGes: I understand that the appropriation for the Depart- 
ment of Commerce is presently pending in executive session before your com- 
mitree, and that you have served as the chairman of the subcommittee considering 
this particular appropriation. 

\ great deal of interest has been expressed to me in the restoration of the 
full census of agriculture to the appropriation bill. I have had numerous com- 
munications pointing up in the strongest terms the desirability of continuing 
the 5-year census, as well as the full decennial census in connection with the 
census of population. 

As you of course know, because of the fact that Executive approval was not 
secured for the full census of agriculture, the budget request was for $3,500,000 
for a spot census, but by action of the House Appropriations Committee, even 
this sum was deleted and such deletion was sustained by House action. 

I understand that since the bill has been referred to the Senate committee 
numerous witnesses have appeared in behalf of a full census of agriculture, 
which was authorized in 1954. In view of the representations which I am sure 
have already been made before your committee, I shall not within the confines 
of this letter present full arguments in support of this important full census. 
I should like to say, however, that the United States Census of Agriculture is 
the only complete enumeration of farms, and is, therefore, indispensable as a 
tool in the research program of the State experiment stations. Current crop 
production estimates and other important statistical data are periodically revised 
as census results are made available. In my opinion, it is particularly important 
that a full census be taken at the present time, since the data now in use 
vhich have reference to the 1949 crop year are already considered by the experts 
as being obsolete. For farmmarketing purposes, too, the agricultural census 
provides a medium for bringing the farmer and the manufacturer in close com- 
munication with mutual benefits to both segments of the national economy 
Contrary to what might be the popular belief, the census of agriculture is not 
utilized solelv by agriculturalists, but by many other segments, and I believe 
that irreparable damage would be done from a decision to omit the 5-vear census 
at this time 

I have read with interest the report of the Intensive Review Committee to 
the Secretary of Commerce entitled “Appraisal of Census Programs.” As you 
know, the committee recommends that the full census of agriculture authorized 
for the fall of 1954 be taken as a means of bringing up to date the information 
last collected in the spring of 1950. The committee further recommends that 
the full decennial census of agriculture authorized for 1960 in conjunction with 
the census of population be taken. 
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I am taking the liberty of expressing the hope that your committee will deem 
it appropriate to take affirmative action in this matter. 
With assurences of my interest and with cordial personal regards, I am 
Sincerely yours, 
Harowp D. CooLey 


Crvit AERONAUTICS ADMINISTRATION 
FEDFERAL-AID AIRPORT PROGRAM 


Senator E.xenper. We will insert in the record a letter received 
from Mr. Charles A. Keen, city business manager of the city of Ukiah, 
Calif. 

(The letter referred to follows:) 

Crry or UKIAH, 
Ukiah, Calif., May 14, 1954. 
Hon. STYLES BRIDGES, 
Senate Office Building, Washinaton, D. C. 


Drar Mr. Rrtnees: At the request of the city council of the city of Ukiah at 
their meeting of April 7, 1954, I was instructed to write the following letter 
to von, 

This letter will explain the situation the city of Ukiah is now in regarding the 
the development of their municipal airport and it is hoped that you will see fit 
to do all in your power to encourage the Government’s continued assistance to 
municipally owned airports for needed developments and improvements. 

The city of Ukiah, at the present time, has 105.01 acres which are used for 
airport facilities. We have a 4,000 foot by 150 foot hard-surface runway, 
complete with ground lights and marker lights, as well as a 4,000 foot by 60 
foot taxiway with concrete parking area and the most up-to-date gasoline dis 
penser unit. We have hangar space for 30 airplanes, a large shop for repair 
work, and we have a very inadequate administration building which houses 
the office for the Southwest Airways. 

Up until the spring of 1952 the city of Ukiah was furnished 6 flights per day 
by Southwest Airways. 3 north and 8 south, which brought considerable revenue 
as well as prestige to the city of Ukiah 

In the spring of 1952 the Civil Aeronautics Administration issued new rules 
and gave additional load canacity to the DC-3’s serving this area. In so doing 
the Civil Aeron ‘tics Administration stated that under full load conditions 
ovr strip of 4,0 feet was not adequate to allow Southwest transports to land 
at our field, and that it would he necessary for us to construct an additional 
1,000 feet of surfaced rnnway. However, through the cooperation of the South 
west Airways and the CAA they allowed the city to have one flight each way per 
day, providing the ship would not be loaded at time of landing or takeoff; in 
other words, they had to have approximately 10 vacant seats in the plane at this 
time. Consequently, on numerous oceasions we had passengers left on the field 
because room was not availabie. 

At this time the city of Ukiah with the CAA tried to work out a satisfactory 
remedy to this condition. As a result of a joint agreement was made between 
the city of Ukiah and the Federal Government, through the CAA government 
improvement program, whereby the city would purchase a pnarcel of land ade 
quate for the extension of the runway and the city was informed in July 1952 
that the CAA had available $22.000 that could be made available to the city from 
the Federal CAA program providing the city would match these funds. Also, 
that additional funds would hecome available as the develonment progressed. 

In May 1953 the survey and plans were submitted for the CAA’s approval for 
the purchase of approximately 21 acres of land and an application made in the 
amount of $37,919. In June 1958 the city received the CAA’s approval and a 


the basis of participation of 54.14 percent of the cost by the Government and 
45.86 percent cost by the city of Ukiah. 

The city purchased the 21 acres of land, let a contract for the clearing of the 
land and construction of new fences around the new area at a total cost of 
$41,042. During this time the plans and specifications were drawn up for the 
surfacing of the 1,000-foot strip by 150 feet and the extension of the lighting 
facilities that were necessary. The total estimated cost for this phase of the 
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work is $46,612, of which, according to the original agreement, the Government 
would stand $25,226—but at this point the support program was discontinued 
and now the city is faced with an impossible problem of trying to complete this 
runway without additional assistance. 

The city has been informed that if the extension cannot be constructed the 
Southwest Airways will have to discontinue their serviecs as the temporary two 
stops per day in losing them money. 

The city of Ukiah feels that they have done their part in upholding the agree- 
ment that was made regarding this proposed extension and therefore requests 
the continuation of this program, at least with agencies that were in the midst 
ef completing an expansion program brought about by the Government’s offer 
of assistance. 

I realize this letter is rather lengthy and I appreciate the time you have taken 
to read this letter, but I feel it was necessary to give you a complete picture of 
this city’s situation. 

Again, we wish to urge you to support any bills which would allow Federal 
aid to airports. Thanking you in advance for any consideration you might be 
able to show us, I am, 

Very truly yours, 
CHARLES A. KEENE, 
City Business Manager. 


LETTER FROM SENATOR GEORGE D. ATKEN ON DISCONTINUANCE OF 
MONTPELIER AIRWAY COMMUNICATIONS STATION 


Senator Evitenper. A letter received from Senator Aiken on the 
proposed elimination of the airway communication station at Mont- 
pelier, Vt., Airport will be inserted in the record. 

(The letter referred to follows :) 


Unttep States SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
May 18, 1954. 
Hon. StTyLes BrIvcGes, 
Chairman, Senate Committee on Appropriations, 
Washington, D.C. 


Dear Styres: The people of Vermont are terribly disturbed over the proposal 
of the CAA to discontinue the airway communications station at the Montpelier 
Airport. 

Because of diminishing passenger service on the rails, air transportation has 
taken on increasing importance in northern Vermont. This is indicated by the 
fact that air travel increased over 25 percent in 1953 over the previous year. Over 
18,000 passengers were carried in 1953, excluding those Vermont passengers who 
used the air facilities at West Lehanon and Keene, N. H. 

Montpelier is the State capital. The airport is highly regarded for training 
purposes by the Air National Guard. It is an extremely important cog in our 
system of civil defense. It is believed by those most concerned that elimination 
of the airway communications station would make flying in this mountainous 
area more hazardous, besides imposing a brake upon the potential development 
of this north country area. 

According to the CAA, it was proposed to eliminate several airway communica- 
tions stations for lack of funds. I sincerely hope that the Appropriations Com- 
mittee will see to it, in the interest of national defense and service to this impor- 
tant community, that the Montpelier Airport is not deprived of this facility. 

Sincerely yours, 
GrorceE D. ATKEN. 


OPERATION OF FEDERAL AIRWAYS 


Senator Exienver. A letter, with enclosures attached, from Senator 
Fulbright on the proposed elimination of certain Interstate Airways 
Communications stations in Arkansas will be inserted at this point 
in the record. 
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(The communications referred to follow :) 


Unitrep STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
April 8, 1954 
Hon. STYLES BRIDGES, 
Chairman, Appropriations Committee, 
Senate Office Building, Washington, D. C. 

Drar MR. CHATRMAN: I aim interested in the proposed discontinuance of certain 
Interstate Airways Communications stations in Arkansas. 

As you will note in the attached copy of a letter which I addressed to the 
Administrator of Civil Aeronautics, there appears to be a rank discrimination 
against Arkansas and other States in region II. 

I shall appreciate your considering this matter in connection with the appro- 
priation request for the CAA. 

With kind regards, I am, 

Sincerely yours, 
J. W. FursrieuHr. 


MarcnH 13, 1954. 
Mr. F. B. Leg, 
{dministrator of Civil Aeronautics, 
Department of Commerce, Washington, D. C. 

Dear Fred: You will recall my interest in INSAC station at Fayetteville, which 
is 1 of 4 such stations in Arkansas scheduled to be closed in your current-reduc- 
tion program. I likewise am interested in the continuation of the stations at 
Pine Bluff, Walnut Ridge, and El Dorado. But, because I live in Favetteville, 
the greatest number of protests regarding any station in the State have been sent 
to me from this area. 

I should like to protest as vigorously as I can what appears to be a rank dis- 
crimination against Arkansas and the other States in region 2. I am informed 
that throughout the United States the CAA is discontinuing 37 INSACS. Of 
these, 16 are in region 2, and of these 16, 4 are in Arkansas. 

The 4 stations which you propose to discontinue in Arkansas represent half 
of the 8 stations which are now in operation in the State. No other State in the 
Union has more than two listed for discontinuance except Texas. In the case 
of Texas, 3 stations are heidng closed out of a total of 35. In Arkansas 4 out of a 
total of 8 are being discontinued. I do not see how your agency can on any basis 
justify such an obvious discrimination against Arkansas. 

As to your program throughout the United States, I am advised that in region I, 
6% percent of the stations are affected; in region 3, 11 percent; in region 4, 
only 3 percent, and yet in region 2, 13 percent of the stations are listed for discon- 
tinuance. I would be interested in knowing what factors would justify your 
requiring one region to absorb 43 percent of an overall reduction in the number 
of INSACS. 

There is one other aspect to this matter which intrigues me and about which 
I would like to have information. I am informed that three of the least busy 
stations which were originally on the list were suddenly removed. These are 
Fallon, Nev., Winnemucca, Nev., and Lebanon, N. H. I note that Nevada is in 
region 4 where only 3 percent of the stations will be affected. New Hampshire is 
in region 1 where 614 percent are scheduled for discontinuance. What were 
the factors which compelled the CAA to remove these stations from the list of 
those scheduled for discontinuance? 

I am seriously interested in this problem because I think that it is of great 
importance to my State. I shall appreciate your furnishing me with as com- 
plete information as possible regarding what, I believe, is a discriminatory 
attitude toward Arkansas in order that I may determine what further course 
to pursue in an effort to protect our interests. I am sure that Senator McClellan 
will also be interested in your explanation and I expect to discuss your program 
with him in order that our delegation may act in concert. 

With kind regards, I am 

Sincerely yours, 
J. W. Fursrienrt. 
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DEPARTMENT OF COMMERCE, 
CrviL APRONAUTICS ADMINISTRATION, 
Washington, March 26, 1954. 
Hon, J. W. Fucsricut, 
United States Senate, Washington 25, D. C. 

Dear Brit: Thank you for your letter of March 13, 1954, regarding the pro- 
posed discontinuance of our Interstate Airways Communications Stations 
(INSACS) at Pine Bluff, Walnut Ridge and El Dorado. 

Our current program is based on operational requirements and it is merely 
coincidental that the greatest percentage of proposed discontinuances fell in 
our second region. The facilities to be retained were not determined on a per 
centage basis, but entirely on the need for a facility for traffic control purposes 
under instrument flight conditions. Obviously, where heavy air traffic exists 
such as on the east coast and in the southwestern part of the United States, more 
facilities are required for safe operations. This accounts to a large extent for 
the smaller cuts in the first and fourth regions. 

The low activity stations at Lebanon, N. H.; Fallon and Winnemueca, Nev., 
were considered, along with 482 others for possible discontinuance. It was 
found that they should be retained for the present, because of overall system 
considerations. 

The primary purpose of readjustments being made in the Federal airways 
system is to provide and maintain Federal airways facilities and services which 
are essential to the safe and orderly flow of interstate air traffic and to accom 
piish these ends with the least possible cost to the taxpayer. While we believe 
that appropriations should not be expected for facilities which are no longer 
necessary to the Federal interstate responsibility, we nevertheless appreciate 
the feeling of the communities which stand to lose the local benefits extended 
from these facilities, after enjoying them for some years. The users would like 
to have an INSACS at every airport, but there is no economic justification for 
such an extensive program. { 

I appreciate your comments and the views of your constituents, and assure you 
that they will be given full consideration before a final decision is made. 

Sincerely yours, 
Frep Lee, 
* Administrator of Civil Aeronautics. 


Maritime AcTIvitrtres 
MARITIME TRAINING PROGRAM 


Senator Ex..tenper. A letter received from the Association of Par- 
ents and Friends of Kings Point will be inserted in the record at this 
point. 

(The letter referred to follows:) 


ASSOCIATION OF PARENTS AND FRIENDS OF KINGS POINT, 
West Hempstead, N. Y., May 11, 1954. 
Hon. STYLES BripGes, 
Chairman, Senate Appropriations Committee, Subcommittee on Depart- 
ments of State, Justice, and Commerce, Senate Office Building, Washington 
25, D. C. 

Dear Str: With reference to the hearings new being conducted by your sub- 
committee on the annual appropriations for the United States Merchant Marine 
Academy, permit me to emphasize what may well be considered the most impor- 
tant aspect of the value of the Academy to the Nation: the role of Kings Point 
in the national defense. 

The outstanding contribution of the Academy to our defense preparedness— 
past, present, and future—is reason enough to enact the necessary congressional 
legislation as could be recommended by your subcommittee for the long needed 
establishment of Kings Point on a permanent basis and on a parity with the 
other service Academies. 

The importance of the Kings Pointer to national defense, primarily as a mer- 
chant-marine officer and secondarily as a naval officer, has been emphatically 
evidenced in both World War II and in the recent Korean conflict and once 
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again becomes of paramount importance in our concern over possible participation 
in the Indochinese war to stop further Communist aggression. 

President Eisenhower has recently reiterated his strong feeling regarding the 
indispensability of the American merchant marine which he signally lauded 
during World War II when he said, “When final victory is ours there is no organi- 
zation that will share its credit more deservedly than the Amerian merchant 
marine.” On October 3, 1952, he added, “America’s industrial prosperity and 
military security both demand that we maintain a privately operated merchant 
marine adequate in size and of modern design to insure that our lines of supply 
for either peace or war will be safe. I consider the merchant marine to be our 
fourth arm of defense and vital to the stability and expansion of our foreign 
trade.” 

It was shown in our Korean experience that it requires 17,000 tons of equipment 
to put 1 American infantry division into battle. Eighty percent of all cargoes 
to Korea were carried in freighters of the American merchant marine which won 
the highest commendations from the Navy as an ever-ready auxiliary to the 
fighting forces. 

After the Hungnam evacuation the Navy reported, ’’For the first time in history 
an entire army with all its supplies and equipment were successfully redeployed 
by sea in the face of enemy pressure. * * * It would have been a physical im- 
possibility to carry out this staggering task without the ships and crews of the 
American merchant marine * * * Merchant vessels and crews have played a 
vital role in every operation since hostilities began * * *.” 

The “supply train of the Armed Forces,” as the merchant marine has been 
called, is the backbone of fighting power. When the Korean war began, fortunate- 
ly our merchant marine was ready both in ships and in trained personnel. Be- 
cause we had sufficient shipping adequately officered and crewed, the Navy was 
able to acquire at once needed ships to supply and reinforce our troops in Korea. 
Without such tonnage and personnel being instantly available, our forces might 
have been overrun and destroyed. As one national veterans’ group states in rela- 
tion toour merchan* marine, “Preparedness in peace pays off in time of war.” 

It is particularly significant, however, as Congress has soundly recognized, that 
properly trained merchant ship officers are just as indispensable as the ships 
themselves. Today the national importance of the merchant marine in a potential 
national emergency frighteningly becomes a question of survival and since effec- 
tive management of merchant vessels is obviously a requirement to offset such a 
threat, it is a logical development that the Untied States Government train per- 
sonnel to supply the high degree of efficiency which is essential aboard merchant 
ships. This is one reason why Kings Point was founded. The national responsi- 
bility was not being met by comparatively inadequate State nautical schools which 
were unable to keep abreast of either technical shipboard developments increasing 
in complexity year after year, nor the growing national dependence on shipping 
in both peace and war. 

As stated in an authoritative article published in a recent maritime journal, 
“The thesis which the Merchant Marine Academy exemplifies is the indispensa- 
bility and the paramount impotrance of quality leadership. No nation builds bet- 
ter ships than the United States. But, in the final analysis, it is the human 
element in ship operation that counts the heaviest. Even the best ship must be 
efficiently and skillfully operated. Even the most capable crew needs to be ably 
led. A ship’s performance can rise no higher than the level of the competence of 
the ship's officers. While a poor ship may be operated safely by a well-disciplined 
crew, the best shiv can easily come to grief with a poor crew.” 

To assure that such qualified officers would be available in time of emergency, 
Kings Point now has been in operation more than a decade. The American 
Legion in its logical endorsement of the Kings Point program reminds us that 
it is just as true today as when the Academy opened that capable officers cannot 
be educated and trained overnight. We must remember this: In the event of 
a war today that is how qualified officers will be needed—overnight. It becomes 
obvious, too, that the excellent facilities, the modern laboratories, the well- 
qualified faculty, and the accredited curriculum of the United States Merchant 
Marine Academy must not be lost to the future defense of this Nation. 

Repeatedly it also has been pointed out that it is not on merchant ships alone 
that the graduates of Kings Point serve. Every cadet midshipman at the Acad- 
emy has a midshipman status in the Naval Reserve and graduates of the Academy 
are commissioned as ensigns in the Naval Reserve. The Academy already has 
supplied thousands of junior officers who have served in the Navy on active duty. 
In addition to their value, then, as merchant marine officers, the Kings Pointer 
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is a potential asset to the Navy also as a well-trained specialist, commissioned 
for naval duty if needed. With the emphasis being placed by law (49 Stat. 1992) 
on the requirement of a Naval Reserve status by merchant marine officers, the 
Kings Pointer becomes singularly prepared to meet the more exacting qualifica- 
tions demanded of a modern maritime officer. 

How has the changing technology affected the changing peacetime needs of 
trained ships’ personnel? 

New cargo ships of the American merchant marine are designed for specific 
jobs, such as carrying lumber or freight trains. In keeping with the advances 
in American technology, which are not limited to land alone, the new ships are 
without exception faster than the old. Speeds of 20 knots are extraordinary in 
any cargo vessel, but the new Mariner-type ships can make 20 knots and more. 
Tankers of the 45,400-ton capacity compared to the wartime tanker capacity of 
16,600 tons have now been built, in addition to several 30,000-ton tankers already 
in service. Superheated steam drives their turbines. The modern freighters 
have outsize hatches that make cargo handling faster and easier and there are 
such refinements as folding steel hatches that open and close mechanically and 
do not need to be battened down. On a modern ship there are more than 100 
electric auxiliary motors and fully revolving hydraulically powered high-speed 
level-luffing kingpost cranes that can swing a sling of cargo into any corner of 
ahold. Radar and loran have become standard equipment, although the captain 
still often calls for a fix on an overcast day from a new third officer. 

Thus, the Kings Pointer supplies the unique qualifications that are needed in 
this technology advancement and at the same time he is prepared to give*the 
captain that navigation fix when asked. These modern ships must be oflicered 
by carefully and modernly prepared Americans, since in wartime the military 
supply line becomes completely dependent on merchant shipping. The personnel 
of the merchant marine covering the trade routes of the world in their normal 
employment furnish a nucleus of trained seamen invaluable to the Navy—a fact 
borne out by the large number of merchant seamen who were ordered to active 
duty by the Navy during the last war and the recent military action in Korea. 
Kings Point has furnished, and will continue to furnish, a high degree of tech- 
nically skilled loyal officer personnel to assure operating efficiency and thus 
preservation of the taxpayer’s money invested in American ships. It has‘ been 
stated by better authorities than myself: “To be worth his salt at sea today, 
a ship’s officer must have the professional competence which can best be acquired 
under the Academy program of merchant marine officer education.” 

The choice becomes a simple one—either the American merchant marine policy 
has to be established effectively to include the availability of merchant ships and 
trained officers for emergency use at comparatively little cost to the taxpayer 
now or else he foots the whole bill later, “paying the price in blood as well as in 
dollars.” 

The need for merchant ships in wartime and the qualified officers to man them 
is as inevitable as the need for foot soldiers. Wars cannot be fought without 
them. 

May you and your committee have every success in your efforts to assure the 
American merchant marine of the finest officers obtainable by appropriating 
sufficient funds to the United States Merchant Marine Academy to enable this 
fine institution to realize its full potential in our national defense, as well as in 
our peacetime economy. Our national defense needs a strong and available 
merchant marine. Our merchant marine needs the type of officer only Kings 
Point can produce. 

I do hope this statement will become part of your official subcommittee record. 

Sincerely yours, 
JoHN W. SCHERGER, 
First Vice President. 


OPERATING-DIFFERENTIAL SUBSIDIES 


Senator ELttenper. A communication from the Conference of Amer- 
ican Maritime Unions will be inserted in the record at this point. 
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(The letter referred to follows:) 


CONFERENCE OF AMERICAN MARITIME UNIONS, 
Washington, D. C., May 18, 1954. 
Hon. STYLES BRIDGEs, 
Chairman, Subcommittee on State, Justice, and Commerce Appropriations 
of the Senate Appropriations Committee, Washington, D. C. 

DEAR SENATOR BriveGes: Recently George Morgan, president, Association of 
American Ship Owners, requested your subcommittee to attach a legislative 
rider to H. R. 8067 ~*hich would place a ceiling on subsidy for seamen’s wages. 
He stated that the main reason for his proposal is that in collective bargaining 
the subsidized companies make generous wage concessions because the wage 
costs are covered by subsidy. The seagoing unions are the ones who can best 
lay at rest these statements. All of the AFL and CIO unions do, therefore, join 
in giving you the facts, not rumors, on this subject. 

In his testimony Mr. Morgan left a definite impression that only the Potter 
subcommittee had considered his proposal. This is not true. The proposal 
was submitted in the first session of the 88d Congress to the House Merchant 
Marine and Fisheries Committee during hearings on proposed changes in the 
Merchant Marine Act. At those hearings the officials who do collective bargain- 
ing for subsidized lines proved that Mr. Morgan's charge that the subsidized 
companies set the wage pattern is not true. On page 369 of the printed hearings, 
there is a letter which was written to James A. Farrell, Jr., President, Farrell 
Lines, Inc., by Walter Maloney, president, American Merchant Marine Institute, 
Inc. As president of AMMI, Mr. Maloney is the official collective bargaining 
representative of almost every subsidized and unsubsidized shipping company 
on the east and Gulf coasts. His letter reads as follows: 


Marcu 23, 1953. 
Mr. James A. FARRELL, Jr., 
President, Farrell Lines, Inc., 
New York 4, N. Y. 

Dear Jim: Since our conversation of a few days ago, I have given further 
thought to the statements being made in some quarters that the subsidized lines 
are weak in the face of labor demands and are the leaders in granting concessions 
to maritime unions. I certainly cannot concur in these statements and, so far 
as we on this coast are concerned, such statements are without foundation. 

As you know, I have served as chairman of our negotiating committee for a 
little over 1 year. For about 10 years prior to that time, as one of the attorneys 
handling institute matters, I was thoroughly familiar with activities at the 
institute, even though I was not present at all negotiations. Never in all of that 
period have I seen our negotiating committee divided along the lines of 
subsidized/nonsubsidized. The record of our negotiations is devoid of any indi- 
cation that the subsidized lines are the first to capitulate or that they lead others 
to do so. 

At lunch today Hugh Gallagher and I were discussing the same question and I 
am taking the liberty of sending him a copy of this letter. 

Sincerely, 
Water E. MALoney, President. 


In 1952 a large group of subsidized and unsubsidized shipowners employed 
industrial relations counselors to make a complete survey of American maritime 
labor contracts wage rates, working conditions, employment conditions, etc. 
Some of the companies that sponsored this survey were proponents of the AASO 
proposals. 

On pages 396 and 397 of the printed Weichel committee hearings, there is a 
letter containing the observations of industrial relations counselors on this 
matter. In part, the letter is as follows: 

«* * * 1. The report based upon this study contains no evidence that subsidized 
lines have been more willing to grant wage increases than the nonsubsidized 
lines. The bargaining settlements with the maritime unions, which have resulted 
in the rapid increase in seamen’s wages over the past 7 years, have been made 
by company groups, composed in each case of both subsidized and nonsubsidized 
lines. * * *” 

“In all three of the pattern-setting empioyer groups, the representation of the 
unsubsidized lines far exceeds that of subsidized lines. Representatives of both 
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types of lines have participated in reaching the group decisions to grant each 
specific increase. 

“The study upon which the report is based indicates that other factors of 
differing interests among shipping companies have had a greater unsettling 
effect upon wage stability than has the mere fact of subsidy alone. Among these 
factors are differences in situation as among agency versus owned-vessel opera- 
tion, and type of service, such as industrial carriers and tanker operators versus 
general-cargo operators, and passenger operation versus general-cargo interests 

“9 Our findings in the study led to the conclusion that free collective bargain 
ing in ocean shipping should be continued, and that determination of wages and 
other terms of employment by governmental action should be avoided. It seems 
probable that a provision limiting subsidies on seamen’s wages to ceilings set 
by a Federal department would have the effect of nullifying free collective 
bargaining in ocean shipping and would, therefore, be tantamount to wage 
determination by Government edict. Experience with Government determina 
tion of wages in the recent past attests the unwisdom of resorting to this method 
of meeting the wage problems of the ocean-shipping industry. Such a course 
would seriously hamper a constructive approach to meeting the industrial- 
relations problems of the industry.” 

In the post-World War IT period, 1946 to date, there have been eight strikes 
which were caused by union-management disagreement over wages and working 
conditions. This shows that seamen did not make their gains without strike 
action. If the AASO charge against the subsidized lines is true, these lines would 
have settled the wage issues without sustaining strikes which tied up their ships 

In the post-World War IT period, the seamen’s base wages were increased 31 
percent by direct Government awards, 25 percent by Wage Stabilization Board 
approvals, 25 percent by arbitration, and 19 percent by negotiated settlements 

Neither the subsidized nor the unsubsidized operators had any control over 
the direct Government awards. As far as the Wage Board’s approvals are con 
cerned, any practical minded person knows that the workers in all industries 
were able to realize the full gains which were permissible under the control laws. 
Therefore, neither the subsidized nor the unsubsidized lines could have blocked 
the seamen from realizing the wage gains which were approved by the Wage 
Board. As far as the arbitration awards are concerned, AASO is showing poor 
judgment and a lack of integrity if they are complaining about or trying to disown 
their part in agreeing to arbitration. The unions and management voluntarily 
agreed to submit wage issues to arbitration and to abide by the arbitrator’s 
awards. In the negotiated settlements, the subsidized and unsubsidized oper 
ators jointly bargained with the unions. It is most unfortunate that some of 
those operators who agreed to the terms of the negotiated settlements later 
charge that a segment of their group had capitulated to the unions. 

The management and union representatives who directly participated in 
collective bargaining know that the four maritime strikes which took place since 
1951 have been settled because the unsubsidized operators of dry-cargo ships or 
the tanker operators, who also are not subsidized, were the first to concede to 
the wage demands. Knowing this, Mr. Morgan insists upon making the rash 
and false charge that the subsidized operators are responsible for the economic 
gains made by the seamen. In fact, the basic wages of seamen sailing aboard 
tankers which are unsubsidized are higher than the dry-cargo and passenger 
wages. For example, a comparison of National Maritime Union’s agreements 
wages for seamen sailing aboard dry-cargo and tanker ships are as follows: 


Monthly base wages 


Dry cargo Tanker 


Boatswain __. $400. 68 | $412. 45 
Able seaman ’ | 314.41 | 318. 39 
Ordinary seaman 244.19 251. 36 
Oiler nan 314. 41 318. 39 
Chief steward 390. 25 414. 35 
Chief cook..... -. 361. 18 377. 37 





The above is further proof of the unsoundness of Mr. Morgan's argument 
In requesting your subcommittee to attach this wage subsidy ceiling rider, 
AASQ is trying to sive the impression that they are crusading to keep seamen’s 
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wages from becoming exorbitant, This is not their intention at all. The pro- 
posed rider is an attempt to realize their proposed operating subsidy plan which 
has not been accepted by the Senate or the House committees which deal with 
maritime matters. Their plan, which had been submitted to the Weichel com- 
mittee in the first session of the 83d Congress, is to replace the parity concept 
contained in the 1986 Merchant Marine Act with a concept that would provide 
operating differential subsidy for seamen’s wages. Their argument is that 
their plan is a direct subsidy to seamen, and not to the shipowner. They 
contend that if their plan were enacted into law, those provisions of the 1936 
act which are designed to protect our Government's interest would not be 
necessary. 

Attached as exhibit I are George Morgan’s answers to Congressman Bonner’s 
questions, which were designed to determine the amount of protection, if any, 
our Government would have under the AASO subsidy plan. It is obvious that 
there would be no protection. This plan would require our Government to sub- 
sidize every American shipowner without our Government having any right to 
control any part of the industry. 

The AASO plan does not provide for any recapture of subsidy. Under the 
1936 Merchant Marine Act, the Government recaptures one-half of the profits 
which are in excess of 10 percent of capital necessarily employed, up to the 
amount of the subsidy. For the 14 years ended December 31, 1951, the Govern- 
ment recaptured $111,392,038, or 43 percent, of the operating-differential subsidy. 

The facts cited herein completely refute the unsupported contentions of the 
AASO witness. We would appreciate your making this letter a part of the 
record. Should you desire further information on this subject, we stand ready 
to furnish same or to appear before your committee. 

Sincerely yours, 
Hoyt 8S. Happoox. 
ExHIsit I 


Mr. Bonner. Now what features [(of the 1936 act) parentheses ours] would 
you want to throw out? I have the list before me. Do you want to read it and 
then tell me just what you would throw out, and still you say you want to keep 
the present contractor under these rules. 

Mr. Morcan. No, I want to give him an opportunity if he wants to to take the 
limited subsidy. 

Mr. Bonner. Delete the same thing you would. 

Mr. Morean. If he takes the substitute limited bill or plan; yes, sir. 

Mr. Bonner. Shall we go through it and you say what you agree to? 

Mr. Morean. All right. 

Mr. Bonner. All right, the first point is that: 

The contractor must own or purchase 2 suitable number of vessels of the type, 
size, and speed required to maintain the service. Such vessels may not be ysed 
in any other service without Government approval. 

Is that satisfactory to your associates? 

Mr. MorGan. You have got to have ships if you are going to be in business. 
There is no burden to that one. 

Mr. Bonner. We are just down to the point of saying whether you want it 
or not, finding out what you want to delete. 

Mr. MorGan. That one would be deleted. It isn’t necessary. 

Mr. Bonner. So you do not agree with that one? 

Mr. MorGan. That is right. 

Mr. Bonner. The next point is: 

The contractor must maintain common-carrier service for a period of years 
over an essential trade route specified in the contract on fixed schedule approved 
by the Government. 

Would you want that one in or out? 

Mr. Morcan. Well, I would eliminate that one. We have got a different list. 

Mr. Bonner. That is out? 

Mr. MoraGan. Yes. 

Mr. Bonner. The next is: 

One-half of the contractor's profits in excess of 10 percent of his capital is 
recapturable up to full reimbursement of operating subsidy, payments to be 
averaged over a 10-year period or the life of the contract, whichever is less in 
time. 

Do you want that one in or out? 
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Mr. Morean. If the subsidy is to the crew, there isn’t any need for that one. 

Mr. BonneER. You would throw that one out? 

Mr. MorGan. Yes, sir. 

Mr. Bonner. The next one is: 

The contractor must provide a replacement vessel program to insure con- 
tinuity of service with modern ships, as may be required by the Government. 

How do you feel about that one? 

Mr. Morcan. That is good business. Anyone has to do that. You do not need 
to require that by contract. 

Mr. Bonner. You would be willing to come under that? 

Mr. Morean. I do not want to have someone down at the Maritime Administra- 
tion make these business decisions for me and tell me what he thinks I should do. 

Mr. Bonner. I want to get your views. 

Mr. Moraan. My view is that that one is unnecessary. 

Mr. Bonner. You would want to throw that one out? 

Mr. Morean. Yes, sir. 

Mr. Bonner. That is out. All right. The next one is that: Contractor must 
maintain capital and special reserve funds into which he must deposit: (a) All 
depreciation on subsidized vessels. (hb) All proceeds of sales insurance recoveries 
or other disposal of subsidized vessels. (c¢) Profits from subsidized vessels in 
excess of 10 percent of contractor’s capital per annum, to provide against recap- 
ture liability and replacement 

How about that one? 

Mr. Morean. That one is tied to section 607 of the present law. 

Mr. Bonner. I am just asking you, would you be willing to keep this one in 
the contract which you agreed to? 

Mr. MoreGan. In lieu of that, I have suggested an accelerated depreciation. 

Mr. Bonner. You would want to throw it out? 

Mr. MorGan. I do not want to throw that out permanently to the extent that 
that enables the shipowner to build up additional capital, to acquire additional 
ships that cost considerably more than the ones he has now. 

Mr. Bonner. As this is, you would throw it out? 

Mr. Morecan. For the present. 

Mr. Bonner. The next point is: Funds may not be withdrawn from reserve 
accounts other than (a) To purchase ships or pay mortgage notes on subsidized 
vessels. (b) To release deposits at the end of contract or 10-year period after 
satisfying recapture liability and replacement program requirements. (c) To 
offset actual operating losses of subsidized vessels for a particular year. 
(d) Funds actually reinvested in vessels are subject to tax deferment, but funds 
withdrawn are taxable of the year in which released. (e) Funds once invested 
in vessels are subject to continuous reinvestment through operation of the capital 
reserve account, and are never available to contractor while service continues. 

How about that one? 

Mr. MorGan. That one hangs on the previous one. 

Mr. BonNer. You would be willing to keep that one in? 

Mr. MorGan. No; the same answer applies to that one as to the previous one 

Mr. Bonner. You would want to throw this out? 

Mr. MorGan. That is part of the same one. 

Mr. Bonner. You would throw all T have read out? 

Mr. MorGan. For the present. 

Mr. Bonner. The next point is: The contractor must not, except with specific 
approval of the Governments: (@) Operate any chartered vessel under a subsidy 
contract. (hb) Operate any vessel over 20 vears old under a subsidy contract. 
(c) Eneage in anv auxiliary services directly or indirectly connected with the 
operation of subsidized vessels, such as stevedoring, shin repairing, ship chand 
lering, towhoat, or kindred services. (d) Operate unsubsidized vessels in com- 
petition with other subsidized lines. (e) While operating a subsidized service, 
engage through ownership, operation, or charter of any vessel, in the inter 
coastal or coastwise protected trades of the United States, either directly or 
throngh affiliates, nor hold any pecuniary interest in any person or vessel in 
such service. (f) Effect any merger or consolidation, or directly or indirectly 
en >ark upon any new enterprise or business activity not connected with the 
bus ess of shipping. (9g) Own, charter, or act as agent or broker for, or operate, 
any foreign-flag vessel competing with any American-flag service determined by 
the Government to be essential. (h) Operate any unsubsidized vessel in the sub- 
sidized service of the contractor. (i) Dispose of any interest in the subsidy 
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agreement or make any agreement for maintenance, management, or operation 
of the service by others. 

Do you want to throw that out? 

Mr. Morcan. There are so many points to that one, Mr. Bonner. 

Mr. Bonner. This is the contract that the subsidized operators are under now. 
Would you want to throw that out? 

Mr. MorGan. I would have to go over that one phrase by phrase. 

Mr. Dims. I move we just put it in the record. 

Mr. Bonner. Of course it is all right, Mr. Chairman, to put it in the record but 
here is a witness testifying for revision of the act of 1936 and he comes along 
with a statement and he has filed a full brief supporting his entire new Dill 
or amending the bill. I think it is only fair to those who have got to decide and 
make a decision on what shall be the future legislation with respect to the 
American merchant marine that you get from this witness or some witness state- 
ments as to the existing contracts under which we are paying subsidies. I 
know it takes time, but probably we have hurried through many bills of this 
nature hurriedly and have not analyzed the entire effect and what will be done, 
so I merely wanted to get this gentleman's views. I am trying to determine 
and to know just what is in the mind of a nonsubsidized and a subsidized op- 
erator and those who do not come in at all. 

Mr. WercHe.. May I make this suggestion? I am not trying to curtail your 
questioning with reference to what will go in and what will go out. It seems 
that is a comparison of dislikes because under the existing law the total cost 
difference of the American operation is subsidized so that all these restrictions 
are interwoven. His, as I understand it, is a limited subsidy to labor and the 
rest of the costs will have to be borne by the operator. So that is what I was 
wondering about. Each one is based on different premises. 

Mr. Bonner. But the costs are all summed up in the subsidy eventually. 

Mr. SHetiey. It seems to me that the present situation—and Mr. Morgan 
can correct my interpretation of what my understanding is if I’m correct so that 
there are lines subsidized under the 1936 act which are subsidized on four bases 
and are required to meet certain obligations to get those subsidies. Mr. Morgan’s 
proposal would be that there be no obligations at all on these lines and that all 
American-flag operators get a subsidy on the wage basis only. 

Mr. Morean. You would have an obligation that restricts your operation to 
American-flag vessels. 

Mr. SHetixy. That is the only obligation? 

Mr. Morean. Yes. 

Mr. Sueciey. Because there wouldn’t be any sense in writing an act that 
didn’t require that. But that wonld be the only obligation imposed on oper- 
ators of American-flag vessels, and any operator would get that narrowed-down 
or limited subsidy on the wage situation only? 

Mr. Morcan. Yes, sir. 

Mr. Sueiiey. That is your proposal? 

Mr. Moraan. Yes, sir. 

Mr. Bonner. So you do not agree with this oue, or do you agree with it? 

Mr. Moraan. I cannot answer that, Mr. Bonner. 

Mr. Bonner. In other words, you would like for this one to be revised? 

Mr. Morean. Yes; and perhaps some of the others, too, because they have 
been long ones. 

Mr. Bonwer. I will just leave a question mark for that one. Then the next 
one is: All books and accounts must be kept on Government forms in aceord- 
ance with Government practice, and full and numerous reperts must be sub- 
mitted of any character required concerning any phase of the business. 

Is that a fair requirement or an unfair request for the Government to make 
when it is going to furnish a subsidy? 

Mr. Morcan. If it isn’t fair, our tax laws aren't fair. 

Mr. Bonner. So you agree with this one? 

Mr. Morean. On the Government forms? 

Mr. Bonner. As it is written. 

Mr. Morcan. You have to do it with the Interstate Commerce Commission. 

Mr. Bonners. You agree with this one? 

Mr. Morgan. Do you want to read the latter part of it? 

Mr. Bonner. That is all. 

Mr. Morean, Just reporting and keeping these forms on particular forms? 

Mr. Bonner. Yes; to keep your business as directed by the Maritime Commis- 


sion 
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Mr. More@an. No, no, no. 

Mr. Bonner. That is what it says: All books and accounts must be kept on 
Government forms in accordance with Government practice, and full and numer- 
ous reports must be submitted of any character required concerning any phase 
of the business. 

Mr. MorGan. No 

Mr. Bonner. Now, where we are going to pay a subsidy that is for the pro 
tection of the Government so that the Government can tell what is going on in 
the business to which it is paying a subsidy - 

Mr. Morean. Any reasonable protection that the Government needs [I am 
agreeable to. 

Mr. Bonner. Do you agree to that? 

Mr. MorGan. Not if it says that you have got to do exactly as the Government 
says. I do not think that is the way to run a business. 

Mr. Bonner. The Government has got to do just exactly as you propose, haven't 
they, if this becomes a law? 

Mr. MorGan. I do not see that, either. 

Mr. Bonner. How is it going to work if you pass an act saying that the 
Treasury shall do so and so if the Appropriations Committee of the House will 
put the money up? 

Mr. Morean. If the Appropriations Committee will put the money up. Any 
thing that is reasonable to protect the Government and to see that the plan is not 
abused is entirely agreeable. 

Mr. Bonner. You agree to the salary limitation of the officials where it states: 

No employee may receive a salary in excess of $25,000 per annum. 

Mr. Morcan. No; we are not asking for any subsidies to pay salaries of 
officials. 

Mr. Bonner. Of course, in operation the salaries of the officials are a part 
of the cost of a subsidy. 

Mr. MorGan. Not of a wage subsidy. That goes only to the payroll of the ship. 

Mr. Bonner. You are asking only for a wage subsidy? 

Mr. MorGan. Yes, sir. 

Mr. Bonner. The only thing in your bill is to bring about a wage subsidy? 

Mr. Morean. Yes, sir. 

Mr. Bonner. Well, this one deals with wages and you do not agree with the 
limitation on the salaries of officials? 

Mr. MorGan. No, sir. 


DEPARTMENT OF STATE 


INTERNATIONAL Epucatrion ExcuHancre Program 


Senator Etienper. At this point in the record will be inserted an 
open letter from chairmen of the international relations and legisla- 
tive program committees of the American Association of University 
Women. 

(The letter referred to follows :) 


AMERICAN ASSOCIATION OF UNIVERSITY WOMEN, 
Washington 6, D. C., April 1. 1954 
Re H. R. 8067 
Hon. Stryrtes Bripers, 
Chairman, Appropriations Committee, 
United States Senate, Washington, D. C. 


My Drar SeNAtor: Attached is an open letter addressed to the members of 
the Senate Appropriations Committee by the chairmen of the international rela- 
tions and legislative program committees of the American Association of Univer- 
sity Women. 

Dr. Farmer respectfully requests that this letter be inserted in the official 
record of hearings on this subject. 

Thank you for giving AAUW this opportunity to be heard. 

Sincerely. yours, 
LOUELLA MILLER Bera, 
Legislative Associate 
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AMERICAN ASSOCIATION OF UNIVERSITY WOMEN, 
Washington, D. C., March 31, 1954. 


AN OpeEN LETTER TO THE SENATE APPROPRIATIONS COMMITTEE IN SUPPORT 
or H. R. 8067 


We, the undersigned, chairman of committees on international relations and 
on legislative program for the American Association of University Women, do 
earnestly commend to the Senate Appropriations Committee the restoration in 
H. R. 8067 of the total request of the Eisenhower administration for the financing 
of the international education exchange program in 1955. 

The American Association of University Women has a membership of over 
127,000 college women organized in 1,259 branches throughout the 48 States, 
Hawaii, Alaska, an Guam. 

The charter of the association declares that one of the main purposes of the 
organization shall be practical educational work. Under this mandate, the 
AAUW has supported the international education exchange program of the 
Department of State since its inception in 1948. As early as 1947, an item of 
the association’s legislative program urged Government support for the exchange 
of students, while at its most recent biennial convention in Minneapolis in June 
1953, the association considered once again the value of exchange programs and 
unanimously adopted the following resolution : 

“Since knowledge can grow only by a free exchange of information and experi- 
ence, we encourage the continued interchange of scholars and students.” 

In addition, the convention adopted as a continuing legislative responsibility 
of the membership: 

“Expansion of the program of exchange of students, teachers, and other profes- 
sional groups, together with the extension of the cultural relations program of 
the United States.” 

The history of AAUW’s interest in the exchange of students predates 1947 by 
many years. In 1890, only 8 years after the founding of the organization, its 
members undertook to promote the international exchange of persons through 
fellowship awards to Americans for study abroad, and in 1917 they offered the 
first of many awards which AAUW has given to foreign women scholars for study 
in the United States. In 1945, the association undertook a supplementary 
program of international study grants in order to bring to the United States 
women who could profit from a more flexible and less formal course of study 
than that required of fellowship students. Since 1945, 400 women have received 
such AAUW grants, an average of 50 each year. It was on the basis of its own 
experience, therefore, that the AAUW in 1948 welcomed the establishment of a 
Government program which would work for the same ends on a much more 
generous scale than the limited means of a private organization made possible. 

Many arguments can be cited in supporting an exchange-of-persons program 
for any country at any time. It is only commonsense to say that in the last 
analysis good international relations must be founded on the mutual knowledge 
and respect of peoples rather than on the treaties which link their governments. 
Experience demonstrates that the objective eye of the exchange student records 
impressions which passing events and propaganda in later years do not obliterate. 

For the United States in the years after 1945 such long-term considerations 
were reinforced by new short-run imperatives. At no time in its history were 
the Nation and its people more misunderstood, more subject to deliberate falsi- 
fication: and slander of alien propagandists. It became vital that more than a 
handful of foreigners have firsthand knowledge of American life. If the rest of 
the world was to have an accurate picture of the world power which reluctantly 
rather than greedily accepted its new position of world leadership and responsi- 
bility : if the rest of the world was to have a fair understanding of United States 
motives in the Marshall plan, the Truman doctrine, and the point 4 program, 
then the United States would have to develop new means of presenting its people 
and its motives to the world. 

As the cold war developed it became more and more evident that only the 
testimony of eyewitnesses throughout the world could effectively challenge Com- 
munist propaganda with its recurrent themes: (1) That Americans, without 
exception, are grasping and selfish materialists, capable of handling machines but 
not ideas; (2) that all American women are bridge-playing, can-opening parasites 
who move from one husband to another with seasonal regularity; and (3) that 
the object of American foreign policy is world conquest. 
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The problem, clearly, was to let the truth speak for itself. Under the circum- 
stances, the flat statement “I was there and I know such a generalization to be 
absolutely false’ could (and can) do more to protect the good name of the 
United States than the speeches of a dozen high officers. The skepticism of a 
trusted neighbor speaking from firsthand observation could (and can) do more 
to correct distortions than 100,000 pamphlets prepared by an American adver- 
tising agency. The testimony of the local editor, teacher, lawyer, or housewife 
could (and can) do more to explode the myth that “Americans have no prob- 
lems” than the best documented study. It is significant that almost without 
exception exchange visitors to the United States, both AAUW grantees and Gov- 
ernment guests, report: “But the United States is so different from what I 
expected. You work so hard and you do so much for each other.” 

True, the United States experiment with an exchange leaders program has 
not caused false pictures of American life and mores to disappear. But the 
members of the AAUW are convinced that exchange visitors are playing a major 
role in answering sweeping criticism abroad and in substituting a true picture 
of American life for the exaggerations of Moscow and Hollywood. The fact that 
the German Government has chosen to duplicate on a small seale the American 
exchange leaders program testifies to the efficacy of the program as evaluated by 
the recipients. 

There is other testimony as well. Through repeated contacts with exchange 
visitors during their stay in the United States and after their return abroad, 
AAUW members have been privileged to learn at first hand of the tremendous 
value of the exchange program. In some cases we discover that visitors returning 
to their home communities have to work against a widespread assumption that 
they had been “bought” by the United States, but they do fight against that 
supposition. In many cases they encounter difficulties in introducing the Amer- 
ican techniques and the institutions which they admire, but they return with 
the determination to incorporate new threads in the old pattern. 

Among the thousands of exchangees, perhaps a very few cases returned home 
with anti-American prejudices intact or even reinforced. Yet we are convinced 
that the 6-year-old program has been successful in making permanent friends 
for the United States by revealing rather than concealing the nature of Amer- 
ican society; by discussing with visitors rather than lecturing at them; by 
using nongovernmental organizations such as our own to represert American 
life rather than by developing slick guided tours. 

From its very nature the exchange visitors program is difficult to evaluate 
in any quantitative way. The true effect of the program is impossible to measure 
in terms of the public opinion it has molded or the allies it has reassured. But to 
throw over a program because a graph cannot be produced to demonstrate its 
efficacy would be lamentably shortsighted. 

The members of the AAUW are convinced that seeing is believing and that 
international visitors must continue to come to the United States to see for 
themselves how democracy works. We know that dollar shortages the world 
around will curtail all but the most essential foreign travel in the United States 
if our Government does not subsidize purposeful traveling. We believe that as 
a nation we have everything to gain and nothing to lose by giving full play 
to native American generosity, American talent for friendship, and American 
hospitality. We know that the visits of exchangees have brought mutual 
enlightenment. 

The American Association of University Women, therefore, respectfully urges 
the Appropriations Committee of the United States Senate to restore in its 
entirety the appropriation requested in H. R. 8067 for the continuation of the 
exchange of persons program. 

Sincerely yours, 
MERIBETH CAMERON, 
Chairman, International Relations Committee. 
HALLI£ FARMER, 
Chairman, Legislative Program Committee. 


FOREIGN RELATIONS VOLUMES 
Senator ELLenper. We have received a letter from Mr. Samuel 


Flagg Bemis, of Yale University. The letter will be inserted in 
the record. 
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(The letter referred to follows:) 
YALE UNIVERSITY, 
New Haven, Conn., March 29, 1954. 
Hon. Prescorr G. Bus, 
United States Senate, Washington, D. C. 


Dear SENATOR Busu: Please allow me to bring to your attention a most 
urgent item relating to the current appropriations bill. I understand that the 
House Appropriations Committee has recommended a discontinuance of funds 
for the publication of the standard Foreign Relations volume of the Department 
of State, now published in unbroken succession from the year 1861 through the 
year 1936. 

Foreign Relations of the United States is a publication indispensable to all 
scholars in the history of American foreign policy and diplomacy and to all 
active practitioners. It is the American analog to similar publications by the 
other governments of the world. Compared with them all, it is the best and 
most reliable. As historian of the diplomatic history of the United States, I 
urgently and fervently appeal to you not to let this vital publication lapse. It 
would be a tragedy to scholars. 

Omission of this item in the appropriations bill would not antagonize any 
considerable number of voters. They would not notice it at this time, and it 
would be some time before its absence would sink into the public conseience 
through the notice of scholars, lawyers, diplomats, and particularly journalists 
and radiec commentators. But T appeal to you, not from the point of view of how 
large constituencies of voters may be immediately affected, but rather from the 
large-minded and patriotic impulses and historical mindedness which, I am sure, 
animate all of the Members of the Congress once the matter elicits their 
attention and thought. 

Respectfully yours, 
SAMUEL FLace Bemis. 


AMERICAN Section, INTERNATIONAL Com™MIssIONS 


Senator Bripers. The record will show at this point the letter and 


enclosures from Senator Mansfield on the need for adequate funds to 
make water resources investigations along the Canadian boundary in 
Montana. 

(The communication referred to follows :) 


Unirep States SENATE, 
COMMITTEE ON FOorREIGN RELATIONS, 
May 4, 1954. 
Hon. SryLes BRIDGES, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

Deak Mr. CHAIRMAN: I atm enclosing herewith correspondence i have received 
from the Honorable R. V. Bottomly, of the Supreme Court of Montana, Helena, 
Mont., relative to the funds for the Geological Survey for water resources 
investigation along the Canadian border in Montana. 

I would appreciate your advising me what consideration has been given by 
your committee so far on these funds, insofar as the 1955 budget is concerned. 

Would you please return the enclosures with what information you can give 
me on this matter at this time. 

Thanking you and with best personal wishes, I am 

Sincerely yours, 
MIKE MANSFIELD. 


STATE OF MONTANA, SUPREME CoURT, 
Helena, April 8, 1954. 
Re division of the waters of the tributaries of Milk River. 
Hon. Mike MANSFIELD, 
Senate Office Building, Washington, D. C. 

Dear SENATOR MANSFIELD: As you know, I lived for a long time in Chinvek, 
in the northern part of our State. While there, I was attorney for five irriga- 
tion districts. A great many of our farmers in Hill, Blaine, Phillips, and 
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Valley Counties depend on irrigation water from the streams which are tribu 
taries-of the Milk River, being the Sage, Lodge, West, Middle and East Poplar, 
Battle, Frenchman, and Rock, besides many other minor streams. 

All of the headwaters of these streams are in Canada and flow southerly into 
Montana. Under the St. Mary-Milk River Treaty, the natural flow of these 
streams, before any water is taken out, is to be divided, one-half to the 
users in Canada and one-half to the users in the United States (Montana) 
The gaging of the flow of these streams and diversions is left to representatives 
of the Water Resources Division of the Department of Northern Affairs and 
Natural Resources of Canada at Calgary, and to the representatives of the 
United States Geological Survey here in Helena. It appears that the Canadians 
spend nearly twice as much money for the work in their department as we do; 
they evidently know the value of water in this semiarid section. 

For a good many years after the treaty was executed in 1909, the Canadians 
have used very little water, but the last few years they have been bringing 
under irrigation more and more land along each of these streams. This, of 
course, continually diminishes the flow to our irrigation farmers south of the 
line in Montana. 

Now in order that our farmers get the water they are entitled to, it is very 
important that a constant gaging of the diversions in Canada and at the line is 
conducted. Unfortunately all appropriations for this purpose are being made 
to the State Department, for through or under the State Department our-mem- 
hers of the Ipternational Commission under the St. Mary-Milk River Treaty, 
and our Geological Survey in this part of their duties, operate. Is there any 
reason why the Geological Survey should not be given their own appropriation 
for this partiewlar duty which is imposed upon them? 

I have been advised that from the meager sum allowed by the Bureau of the 
Budget for 1955, the House cut a eonsiderable amount. Unless at least the 
Bureau of the Budget’s amount is restored in the Senate, this very important 
matter just cannot be looked after for our people, and the work of the Geological 
Survey in this field of our international waters will be curtailed by necessity. 

The reason I am writing you at this time is that nearly every vear in the 
spring I receive letters from our water users, demanding something be done so 
that they will receive their full share of the water, and this looks now as though 
it might be a dry or semidry year, when water is the lifeblood for those people. 

Another reason I am writing at this time is that there might be an opportunity 
to have the appropriation increased in the Senate. 

Mr. C. S. Heidel, as field representative of Mr. C. G. Paulsen, chief hydriulic 
engineer, United States Geological Survey, and I have werked on these matters 
for years. Whenever £ get a request from the north country I contact him, 
and Mr. Heidel has just informed me that unless the funds are provided their 
work will be limited in the extreme, and with the extensive Canadian develop- 
ment and its many diversions to be gaged, a close, constant, and efficient opera 
tion is required. 

Mr. Heidel over the years has always been cooperative: he is a hard-working 
conscientious fellow. Many times he goes himself to do this routine gaging, 
which should be continually attended to by an employee, while he should be left 
free to devote his time to the great many important matters related to our 
international waters which are so essential to us. 

It also looks as though, through lack of funds, our gaging stations in the Wa 
terton and Belly River bases may have to be abandoned, after all the trouble 
we had to get them established. These should be maintained for at least 10 
years so that we, the United States, will know of our knowledge the amount of 
the natural flow of these rivers at the border. These rivers, as you know, flow 
out of Glacier National Park, Mont., into Canada. This is doubly important for 
the reason that the International Commission has now under consideration the 
division of those waters, our share to be used in our upper Marias project.  At- 
torney General Olsen is there in Washington now before the Commission on a 
hearing in the matter of the division and adjustment of the Waterton and 
Belly Rivers. 

I know how important this division of these tributary waters is, as I lived 
among these people and saw the difference in their grain and hay crops with water 
and without. 

Anything you can do when this comes before the Senate or Senate committee 
to increase this particular item in the appropriation to such an amount that the 
Montana share will be approximately $35,000 or $40,000 at least, will serve 
a vital purpose. This amount is much less than what the Canadian department 
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is spending in compartive work in Alberta and Saskatchewan Vrovinces from 
their Federal funds. Why is it we cannot have the same service from our 
Federal Government? This amount of money certainly isn’t much for the 
returns received through the increase in wealth. This increase in the appropria- 
tion should be for the next 2 years and thereafter. 

Further, if we sit idly by and let the Canadian farmers in Alberta and Sas- 
katchewan increase their use of these waters on their lands, we will find our 
farmers foreclosed by abandonment of their rights in their use of the waters. 

I understand some congressional Members have put forth the excuse for no 
greater appropriation by stating that the State of Montana should participate 
in this expense. Well, as you know Senator, this matter of international waters 
and the gaging and administration work is all under the exclusive direction, 
control, and jurisdiction of our Federal Government. The State under our laws 
eould not use State public money, if it were available, for a purpose in which 
the State has no control and which is under the exclusive control of the Federal 
Government, 

I hope the foregoing is explained sufficeintly so that you may understand fully 
the detrimental effect this lack of appropriation will have on our interest in these 
international waters. 

Whatever you may be able to do to have this particular item of appropriation 
increased, as above noted, will be, I can assure you, fully appreciated by the 
many north Montanans who are fully aware of the situation but are helpless to 
do anything about it. They will all be anxiously awaiting the result in the 
Senate. 

Sincerely yours, 
R. V. BorromMty, 
Associate Justice. 


DEPARTMENT OF THE INTERIOR, 
GEOLOGICAL SURVEY, 
Washington, D. C., April 28, 1954. 
Hon. MIKE MANSFIELD, 
United States Senate. 

My Drar SENATOR MANSFIELD: Reference is made to your letter of April 16, 
1954, forwarding letter of April 8 from Judge R. V. Bottomly concerning the 
availability of funds for water-resources investigations along the Canadian 
boundary in Montana. 

Judge Bottomly’s letter points to what we agree is a critical situation arising 
from the reduction of funds for the Survey’s international streamflow activities 
along the Canadian boundary. These activities are conducted with funds initially 
appropriated to the Department of State under the budget item: 


“AMERICAN SECTIONS, INTERNATIONAL COMMISSIONS 
“9. INTERNATIONAL JOINT COMMISSION 


“b. Special and Technical Investigations 


“2. Geological Survey: 

“The amount of these funds approved by the Bureau of the Budget for 1955 
was $86,000, but the appropriation of which this item is a part was reduced 
$16,000 in the House, and it is anticipated that the major part of this reduction 
would be made in the investigations item. In preceding years appropriations 
were: $86,000 in 1954, $86,820 in 1953, $125,000 in 1952, $110,000 in 1951, and 
$115,400 in 1950.” 

Attached hereto are two statements which may be helful in indicating the 
scope of the work performed and the requirements for continuance of the work 
on an efficient basis. The statements are entitled: 

1. “International Joint Commission, United States and Canada—Special 
and technical investigations, United States Geological Survey, dated March 
18, 1953.” 

2. “Memorandum regarding item 2. ‘International Joint Commission, 
United States and Canada, (C) special and technical investigations (alloca- 
tion to the Department of the Interior, Geological Survey)’ in the Depart- 
ment of State budget for 1954.” 
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Though prepxred more than a year ago, these statements are still pertinent. 

As indicated, the program had grown through the years in response to the 
pressure of needs, such as those discussed by Judge Boettomly, to a $125,000 
activity, and the reduction to $85,000 has led to radice! curtailment all along 
the houndary. In the case of St. Mary and Milk Rivers, this has required the 
postponement of necessary studies and the deferment of maintenance and repair 
work which is especially needed in those river basins where many structures 
were built of timber and are now old but have had the benefit of only a minimum 
amount of maintenance. A further reduction of funds to substantially less than 
$86,000 will have further serious consequences in this activity 

Funds provided during the past several years have been inadequate for satis- 
factory conduct of the streamflow studies and the scope of the work has neces- 
sarily been reduced. In this connection it should he noted that under the 
Survey’s regular program many activities have been limited to the highest 
priority categories of investigations, and an item such as studies of 
boundary waters and streams would be in direct competition with other urgent 
investigations. 

We shall be pleased to answer any questions you may have concerning this 
program or related matters. 

Sincerely yours, 
THOMAS B. NoLANn, Acting Director. 


INTERNATIONAL JOINT COMMISSION, UNITED STATES AND CANADA 


SPECIAL AND TECHNICAL INVESTIGATIONS, UNITED STATES GEOLOGICAL SURVEY 


The Geological Survey makes special and technical investigations in connection 
with questions before the International Joint Commission, United States and 
Canada, on rivers at or near the international boundary. 

Basic to these investigations is the collection of essential physical data, a large 
part being records of flow on rivers crossing the Canadian boundary, and their 
tributaries, on which problems exist. An important aspect of this work is that 
much of it is performed in cooperation with Canadian engineers in order that 
the results may be mutually acceptable to both countries in the study of inter- 
national problems. Thus, some gaging stations are operated entirely bv the 
Geological Survey, others are designated as international gaging stations and 
are operated jointly with Canada, and still others are operated by Canada but 
are visited occasionally by Geological Survey engineers to issure acceptability 
of the results for international use. The number of gaging stations in these 
categories is about 115, with 82 designated as international gas;ing stations. They 

re situated along the boundary for many hundreds of miles with the work 
conducted by six field offices. 

With records from stream-gaging stations and other data as a basis, many 
special studies are made by engineers of the Washington office and field offices 
of problems before the International Joint Commission. Studies of the Waterton 
and Belly Rivers in Montana and Alberta and the Souris and Red Rivers in 
North Dakota, Minnesota, Saskatchewan and Manitoba, with respect to problems 
of apportionment of water between the two countries and other problems con- 
cerning water utilization projects have been given special attention by repre- 
sentatives of both countries. The study relating to water utilization in the 
Columbia River Basin is continuing; special attention has been devoted to 
preparation of a report on the Okanogan-Similkameen Basin. Other studies 
include computation of backwater in Columbia River at the boundary due to 
Grand Coulee Dam, backwater in Kootenai River in Idaho due to Corra Linn Dam 
in Canada, studies of the effect of the latter backwater on drainage of agricultural 
lowlands adjacent to Kootenai River, division of the waters of the St. Mary 
and Milk Rivers and their tributaries between irrigators on the two sides of 
the boundary, and studies on Sage Creek, a small transboundary stream on which 
questions of water for irrigating lands in the United States are involved. 

Members of the Geological Survey serve as members of the following boards 
created by the International Joint Commission : 

International Osoyoos Lake Board of Control; 

International Columbia River Engineering Board; 

International Columbia River Board of Control; 

International Kootenay Lake Board of Control; 

International Board for Directing the Division of Waters of St. Mary 
and Milk Rivers ; 
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International Waterton-Belly Rivers Engineering Board ; 
International Souris-Red Rivers Engineering Board; 
International Sage Creek Engineering Board; and 
International Saint John River Engineering Board. 

The Boards supervise the carrying out of provisions of the orders of the 
Commission in reference to the various waterways and make technical investiga- 
tions as specified by the Commission. They present periodic reports to the 
Commission with recommendations for action as appropriate. 


MEMORANDUM ReGarpiIne Irem “2. INTERNATIONAL JOINT COMMISSION, UNITED 
STaTes AND CANADA, (C) Specrar AND TECHNICAL INVESTIGATIONS (ALLOCA- 
TION TO THE DEPARTMENT OF THE INTERIOR, GEOLOGICAL SuRVEY)” IN THE Dr- 
PARTMENT OF STATE BupcGet ror 1954 

Beginning about 1927 the State Department has transferred funds each year 

to the Geological Survey for the collection of special and technical information 

pertaining to rivers on the international boundary between the United States 
and Canada. Such data were required especially in the Roseau, St. Mary, Milk, 
and Kootenai River Basins where questions of apportionment of waters, damage 
from raised water levels and flood problems adversely affected or were allegedly 
aggravated by United States interests and activities. In these areas the informa 
tion generally available from the Geological Survey’s limited programs, con- 
ducted largely in close cooperation with other Federal agencies and the States, 

did not provide sufficient detailed data on streamflows and water levels of 

boundary streams. The data were collected for and at the request of the Inter- 

national Joint Commission. 

The investigations have been continued through succeeding vears on the same 
basis with orientation of the work to meet the Commission’s needs and the spe- 
cific requirements arising from additional water problems referred to the Com- 
mission. The information provided is used by the Commission, the Depart- 
ment of States, other Federal agencies, and State and local interests in determin- 
ing their rights or shares to boundary waters, apportionment of these waters, or 
resolving of other water problems. Thus the results of the investigations are 
fundamental and instrumental to the safeguarding of the interests of the United 
States and its citizens in international waters and to the maintaining of treaty 
obligations of the United States. 


OBJECTIVES 


Work performed by the Geological Survey provides data for: 

1. Apportionment of St. Mary and Milk River waters in accordance with 
article VI of the treaty of 1909. 

2. Checking compliance with orders of the Commission as issued from time 
to time. 

3. Determining the water resources of boundary streams for use in studies, 
under article IX of the treaty of 1909, relating to references before the 
Commission. 

WORK PERFORMED 


The work performed includes: 

1. Collection of streamflow at more than 120 locations along the international 
boundary in areas under reference or subject to orders of the Commission. At 
84 locations the data are collected jointly by United States and Canadian engi- 
neers to assure mutual acceptability of the records. 

2. Membership on international engineering boards and participation by 
technical staff in studies relating to specific references before the Commission. 
Service on international boards of control checking compliance with orders of 
the Commission, including collection of basic data and technical studies. 

8. Providing of advisory informational service to the Commission and to 
representatives of the State Department on matters pertinent to water problems 
under study. (This last item represents about 5 percent of the program.) 

A large proporion of the Survey’s record-collection program is carried out 
in the period from the spring flood season until the end of the irrigation 
season. Accordingly, costs are not equally proportioned through the year but 
instead are usually heaviest during the period of maximum flow in the spring. 
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CURRENT STATUS OF WORK 


Gaging stations established to meet the Commission’s needs in studies under 
references usually are required subsequently in the operations under orders of the 
Commission. In addition, as water-use projects are developed the measurement 
and apportionment of the flows become more complex, thus requiring more de- 
tuiled measurement. Accordingly, the number of basic measurement stations 
has increased over the years. The collection of data at these stations constitutes 
a nonfluctuating responsibility and accounts for more than three-fourths of the 
Waterways Treaty program. 

The maintenance of gaging-station equipment is an important item of annual 
cost. Structures housing stream-stage recording instruments and cableways 
providing for the taking of velocity and depth observations require regular main- 
tenance. Many stations have been in existence more than 20 years, and many 
others have experienced major damage from floods and ice. For many years past 
the appropriations have been sufficient only to provide for the most urgent main- 
tenance. In 1952, with $125,000 transferred to the survey, a few items of addi- 
tional major maintenance and rehabilitation work were accomplished and a start 
on a regular maintenance program made. This work is also seasonal in that it 
must be carried on preferably in the summer when the weather is warm and the 
streums are low. 

In the spring of 1952 major floods in the upper Missouri River tributaries dam- 
aged many gaging stations, including a number in the Milk River Basin. [Emer- 
gency repairs were made at some stations. 

In 1953 transfer was cut deeply (from $125,000 to $86,820). Because collec- 
tion of basic data had to be continued to meet treaty, apportionment and inter- 
national study needs, no maintenance work is possible in 1953. Collection of 
data at several gaging stations was interrupted. Further participation in studies 
under references were curtailed, particularly those under the Columbia River 
reference of 1944. 

1954 PROGRAM 


The Geological Survey initially requested $160,000 in the 1954 budget. The 
sureau of the Budget approved the amount of $118,000. This amount would 
permit only the operation of the gaging stations required under the several refer- 
ences and orders and the most urgently needed repair of gag ng stations damaged 
in 1952 and replacement of gaging-station structures which are overage and 
deteriorating rapidly. Continued deferment of this maintenance will result in 
deterioration sufficient to cause loss of the structures under ordinary flood 
conditions. 

The curtailed program resulting from the Budget Bureau action, as presented 
in the survey’s budget submission, constitutes the minimum program that will 
be efficient and economical from the point of view of the value and volume of 
data required, the protection of United States interests, the comprehensive and 
efficient development of the water resources of international stream basins such 
as the Columbia, and the fulfillment of treaty obligations. 


EFFECT OF CURTAILMENT OF 1954 PROGRAM 


Further curtailment of the 1954 program would— 

1. Necessitate further deferment of essential maintenance work, with resultant 
greater cost subsequently to replace lost installations. 

2. Further delay completion of studies under the Columbia River and other 
references. 

8. Require discontinuance of gaging stations presently needed to meet treaty, 
apportionment, or reference obligations. 

4. Force curtailment of advisory service to the United States Section of the 
International Joint Commission. 


GENERAL 


Many years ago Mr. J. A. Metzger, former assistant legal adviser, stated at the 
conclusion of some hearings on the Kootenai River problems that the Survey’s 
scientific data and studies saved many times the cost of the investigation through 
the ability afforded to settle problems on a factual basis rather than through 
procedures involving adjudication and arbitration sometimes through other tri- 
bunals. In many subsequent instances data provided by the Survey through the 
Waterways Treaty program have been invaluable to the Commission and others 
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A further significant factor is that, whereas funds approximating $50,000 per 
year were transferred in the early 1930's, the 1953 appropriation of $86,820 repre- 
sents less purchasing power, while there has been a large increase in the work- 
load. The emphasis has had to be given to data collection and pressing technical 
studies, thus delaying much needed maintenance work. 

C. G. PAULSEN, 
Chief Hydraulic Engineer. 


Fresrvary 18, 1953. 
DEPARTMENT OF JUSTICE 

Freperat Prison System 
PROPOSED LANGUAGE AMENDMENT 


Senator Exitenprer. A proposed amendment pertaining to the lan 
guage applicable to the Federal prison system has been received from 
the Department of Justice and will be inserted in the record. 

(The amendment referred to follows:) 


May 20, 1954 
Hon, STYLes BRIDGES, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D. C. 

My Dear Mr. CHAIRMAN: I am transmitting herewith a proposed amendment 
to H. R. 8067 pertaining to the language applicable to the Federal prison system 
The purpose of this amendment is as stated in the justification accompanying 
the proposal. 

This matter has been discussed informally with the Bureau of the Budget and 
no objection was indicated to the removal of this limitation. 

Favorable consideration of this proposal by your committee will be greatly 
appreciated. 

Sincerely, 
S. A. ANDRETTA, 
Administrative, A&ssistunt Attorney General 


Proposep AMENDMENT TO H. R. 8067—Statr, Justice, aND COMMERCE 
APPROPRIATION AcT, 1955 


Page 21, lines 19 and 20: Strike out “not to exceed $529,000 for Departmental 
personal services”. 


JUSTIFICATION 


The purpose of the proposed amendment is to permit flexibility in the re 
assignment of personnel between the central office and field installations within 
the Federal prison system. The prison administration is seriously handicapped 
by the present limitation in the transferring of employees to and from the 
central office for purposes of training, accomplishing emergency or specific work 
projects, and other administrative requirements. The Federal prison system 
is the only Bureau within the Department of Justice to which such a limitation 
is still applicable. Elimination of this unnecessary restriction would put this 
service on the same basis as other agencies of the Department and would 
facilitate administration. 

The necessity for the proposed amendment at this time has been brought 
about by the sharply increased prisoner population and the consequent admin- 
istrative difficulties and problems resulting therefrom. 

The proposed change would involve no increase in the funds requirements. 
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DEPARTMENT OF COMMERCE 
Crviz Arronavutics Boarp 
COMMUNICATIONS ON PAYMENTS TO AIRMAIL CARRIERS 


Chairman Briners. At the request of Senator Kilgore, the record 
will show at this point a telegram from John D. Nicholas, president, 
\irline Navigators Association, New York, also a letter from the 
Chairman of the Civil Aeronautics Board enclosing replies to certain 
questions asked during the hearing. There is also filed for the 
record the letter to Senator Magnuson from Chairman Gurney sub- 
mitting the replies to questions propounded to the CAB. 

(The referred to communications follow :) 


Great Neck, N. Y., May 21, 1954. 
Hon. HARLEY KILGORE, 
United States Senate, Senate Office Building, 
Washington, D. C.: 

Your continued interest and that of the Senate Subcommittee in matter of 
use of subsidy payments to the airlines for antilabor purposes is extremely 
cratifying and appreciated by our membership. We have received extracts from 
transcript of your subcommittee questions to the CAB. We wish to point out 
viaring errors in answers given by the CAB in connection with your questions, 
First Mr. Fitzgerald states that Paris-Rome segment of which longer zigzag 
route is currently being flown by Trans World Airlines is flown with Boeing 
Stratocruisers. In point of fact TWA does not have Boeing Stratocruisers and 
has never flown Boeing Stratocruisers on this route. We are surprised the 
experts on the staff of CAB are not aware of this. Secondly, Mr. Fitzgerald 
states that longer zigzag routes between Paris and Rome is required for single- 
engine performance of Boeing Stratocruisers and for certain other operational 
problems. Facts are that direct flight from Paris to Rome were made by TWA 
with navigators aboard and operating Lockheed 749—A Constellations. Direct 
routes were changed to zigzag routes in order to fly over radio aids installed at 
points along the indirect route so as to obtain CAA permission to operate these 
routes without navigators aboard. If he has in mind that the aviation branches 
of the Governments of France and Switzerland require the zigzag route be flown 
nstead of direct routes with navigators we respectfully suggest you invite 
his attention to letters from the aviation branches of the Governments of these 
countries which were inserted in the record of your hearing on April 7, 1954. 
In the third place the glib answer of Mr. Roth of CAB that TWA has not 
received any extra compensation for the routing of flight 960 via Greenland and 
Iceland instead of direct flights across the Atlantic with regular navigators on 
board is not a true and direct answer to your question. The facts are that the 
Civil Aeronautics Board has not and is not separately identifying the losses of 
TWA incurred by flight 960 from their general losses and since the Civil Aero- 
nauties Board automatically fills the difference between company expenses and 
revenues with subsidy it stands to reason that contrary to the glib answer of 
Mr. Roth the Civil Aeronautics Board has been and is unconsciously covering 
with subsidy the extra cost of flight 960 which is being flown on the longer 
oute for the purpose of doing away with navigators. It is not a question of 
he Civil Aeronautics Board directly and consciously giving extra mail pay for 
these losses incurred in the removal of navigators. It is a question of the 
subtraction of these extra costs from the mail pay and this subtraction has not 
heen done by the Civil Aeronautics Board. 

JoHN D. NICHOLAS, 
President, Air Line Navigators Association, 
Local 520, TWA-CIU. 
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May 26, 1954. 
Hon. HARLEY M. KILGorE, 
United States Senate, Washington, D. C. 

DeaR SENATOR KILGORE: Reference is made to your letter of May 19, 1954, 
setting forth two lists of questions, the responses to which would amplify the 
Board’s testimony at the recent hearings on H. R. 8067. 

Enclosed herewith are statements in connection with each list of questions. It 
will be noted that information in response to question 3 on page 1 of your letter, 
and information in response to question 10 on page 3 of your letter is still in 
course of preparation. This additional information will be forwarded to you 
as soon as possible. 

With best wishes, I am 

Sincerely yours, 
CHAN GURNEY, Chairman. 


Rep.y TO SENATOR KILGORE’S LETTER OF May 19, 1954 


Question 1, page 1. “Windfalls” from tax allowances: A statement of the 
difference between the amounts of airmail pay and/or subsidies which the CAB 
has awarded from 1946 to date to companies holding airmail contracts for the 
purpose of enabling them to pay their Federal income taxes and, on the other 
hand, the sums actually paid by those same companies into the United States 
Treasury.” 

The board does not have available in its records information with respect to 
Federal income-tax payments actually made by the various air carriers to the 
United States Treasury, particularly in the early postwar years. Until 1950-51, 
the Board followed a so-called constructive tax policy in estimating Federal 
income-tax allowances in mail-rate proceedings. This policy undoubtedly resulted 
in a windfall to some carriers in some years, although there may very well have 
been some situations in which the constructive tax was less than the actual tax 
paid. 

In 1950, the Board modified the previously effective income-tax policy and in 
June 1951, in its decision in the Western Air Lines mail-rate case, the Board 
discussed and explained comprehensively the reasons for adoption of a so-called 
actual income-tax policy. Under the actual tax policy, the Board makes allow- 
ances in mail rates for Federal income taxes on the basis of the best available 
evidence of the carrier’s actual tax liability, ordinarily obtained from certified 
copies of the carrier’s Federal income-tax returns and related documents. Where 
a final future rate is established, the income-tax payments actually made by the 
carriers will, of course, vary from the amounts allowed by the Board to the extent 
that actual income differs from the forecast earnings projected by the Board. 
Thus, a carrier whose earnings exceed the estimated earnings projected by the 
Board would actually pay a higher income tax than is allowed in the established 
rate and vice versa. 

Most of the major postwar subsidy mail-rate proceedings had not yet been 
decided by the Board when the constructive tax policy was reversed by the Board 
in 1950 and 1951. The actual tax policy has been applied in all cases processed 
since 1951, including not only cases involving the establishment of rates. from 
1951 forward but also the various open-rate periods retroactive to the beginning 
of 1946. Thus, it can be reliably stated that for the period since January 1, 1946, 
the final subsidy rates established or about to be established for major carriers, 
such as Pan American (all divisions), TWA, Northwest, National, and Panagra, 
and numerous other carriers will not have any windfall whatsoever in the form 
of Federal income-tax allowances above the amounts the carriers are actually 
obligated to pay to the United States Government. 

(Juestion 2, page 1. “Expense accounts: A statement of the expense accounts, 
in addition to salaries, fees, bonuses, commissions, and other direct compensa- 
tion, attributable, in the most recent year available, to each of the top execu 
tives and to each of the outside persons or firms receiving fees from each of the 
companies for which you are requesting subsidy appropriations from this 
committee.” 

Information relative to the expense accounts of individual airline officers 
and employees is not reported to the Board by air carriers except as an overall 
total for all officers and employees in a given function. Detailed information 
in respect to individual expense accounts is developed for use in proceedings 
before the Board by audit of the accounts of each carrier participating in the 
proceeding, and frequently result in the disallowance of substantial amounts, 
as recommended in the Trans-Atlantic mail-rate case, for example. 
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The audits are coordinated in point of time with the proceedings before the 
Board. In this way the audit program is used to supplement the regular 
carrier reports to the Board and to provide additional detail as well as verifica- 
tion of the regular reports for use in all formal proceedings which involve 
financial determinations by the Board. The audit of expense accounts is directed 
not merely at examination into the details of the accounts of individual officers 
and executives, but it also includes broad test-check precedures to determine 
that such expenditures are not misclassified or buried in other accounts. 

Since the audit of expense accounts is handled on an individual case basis, 
the information developed does not permit preparation of overall statistics for 
the entire industry at a given date or for a given period. Consequently, a listing 
of expense accounts on a basis comparable to that previously furnished in 
the record for direct compensation cannot be prepared from information now 
available to the Board. 

Question 3, page 1. “Subsidiaries: A statement of the expenditures from 1946 
to date of the subsidized airmail contractors upon each of their subsidiaries, 
affiliated companies, or holding companies.” 

In accordance with discussion at the time of the hearing, the Board is now 
in process of compiling such information, in response to this question as is 
available. It will probably require at least another week to complete this 
undertaking, but the information will be transmitted as soon as possible. 

Question 4, page 1. “Beiow-cost bidding: How much service is the CAB plan 
ning to underwrite with subsidies on our international operations, and what are 
the subsidy costs to the taxpayers of overscheduling and below-cost bidding by 
the subsidized airlines?” 

It is believed that there are no subsidy costs to the taxpayer of overscheduling 
and below-cost bidding by the subsidized airlines. 

In individual mail-rate proceedings, the Board carefully screens the volume 
of capacity operated by each carrier with a view toward disallowing over- 
scheduling or other uneconomic capacity which would otherwise result in 
unnecessary Government subsidies. In the Capital case, decided in 1949, the 
Board made a disallowance of over $1 million related to the elimination of 
excess capacity operated by this carrier in the 2 previous years, while in the 
Pan American Latin American mail-rate case, decided in 1953, the Board dis- 
allowed more than $3,300,000 related to overscheduling in a 4-year past period. 
Although the Board has also made disallowances for excess capacity in numerous 
future-rate proceedings, it should be noted that a carrier on a final future rate 
can operate additional schedules over and above the frequencies underwritten by 
the Board. The Board does not have legal power to prevent a carrier from 
operating the extra frequencies, but the Board can and does refuse to grant 
additional mail pay for the added services. 

The problem of below-cost bidding is not related to scheduled flights, but 
rather to charter or other nonscheduled flights. If a carrier suffers a loss on 
charter or other nonscheduled activities due to below-cost bidding or for any 
other uneconomic reason, the lesses related to such operations are not sub- 
sidized. The below-cost bidding problem has been a problem chiefly in the 
past year in connection with charter operations for the Department of Detense. 
The Board has worked closely with that Department during the past year in 
an endeavor to eliminate the problem of below-cost bidding. In no even, how- 
ever, is the Board aware of any subsidy paid to the scheduled airlines because of 
below-cost bidding. 

Question 1, page 2. “If the Congress approved your requests for appropriations 
for next year (service mail pay of $60,223,000 already voted in H. R. 7893, and 
subsidies of $80,252,000 proposed for H. R. 8067, or a total of $140,475,000) would 
not the Congress be authorizing the largest expenditure for airmail and subsidy 
payments in American history?” 

It is true that the combined estimate for service mail pay and subsidy of 
approximately $140 million would constitute a larger combined payment than in 
any previous year but this is not due to an increase in subsidy payments. 
The estimated subsidy payments of $80,252,000 for fiscal 1955, for which an appro- 
priation of only $73 million is being requested at this time, are $403,000 less than 
the 1954 subsidy estimate. 

However, the volume of mail to be transported by the certificated carriers in 
1955, particularly with the recent inauguration in October 1958 of the “surface 
mail by air” experiment is estimated to be higher than in any prior year, with 
a corresponding increase in postage revenues. It should be recognized that 
roughly 98 percent of the domestic airmail is being carried by domestic air car- 
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riers which are not receiving any subsidy whatsover. To the extent that mail is 
carried by the nonsubsidized carriers, any increases in mail volume will normally 
result in corresponding increases in service mail payments to those carriers. The 
estimated increase in 1955 payments to air carriers is based entirely on in- 
creased mail volume for nonsubsidized carriers on compensatory rates, rather 
than any increase whatsoever in subsidy. 

Question 2, page 2. “Does not your proposal for an increase in the airline sub 
sidy appropriations in H, R. 8067 mean that, by your ‘administrative separation 
of subsidies from service airmail pay, the two halves would total more than did 
the previous whole?” 

The 1955 estimate is not a proposal for an increase in the airline subsidy 
appropriation; actually the 1955 estimate is $403,000 less than the estimate 
for 1954. 

It is true that the two halves for 1955 would total more than did the 1954 
whole, but that does not in any part result from the separation of subsidy pur 
suant to Reorganization Plan No. 10, for the total amount of mail pay to any 
carrier cannot be more or less than the Board is authorized to award under 
section 406 of the act. The only reason that the sum of the two halves equa 
an estimated total higher than the previous year’s total is because, as pointed 
out in the answer to the preceding question, the volume of mail to be transported 
by nonsubsidized earriers will be on the increase and the compensatory rates to be 
paid for transporting this increased volume will raise the total payments to the 
nonsubsidized carriers. This would be the result even without plan 10. 

Question 3, page 2. “Was not last year the most prosperous year in the his- 
tory of the airlines?” 

No. Actually, the Board’s records indicate that for the calendar year 1953 
the dollar amount of the carriers’ operating profits, after taxes, dropped in 
total by approximately $5,485,000 from the previous year, 1952. This drop 
represents a decrease in profit as a percentage of gross revenue, from 4.6 percent 
for 1952 to 3.7 percent for 1953, and a decrease in profit as a percentage of invested 
capital, from 7.9 percent in 1952 to 6.2 percent in 1953. 

Question 4, page 2. “Were not your subsidy estimates for subsidies for Pan 
American and other international lines, computed on a basis which is directly in 
conflict with the principles set forth in the unanimous decisions of the Supreme 
Court, February 1, 1954, in the two test cases of Summerjield v. Civil Aeronautics 
Board?” 

In the Chicago & Southern case the Supreme Court held that the “need” provi- 
sion of section 406 of the act must be applied to a carrier as a whole and not 
merely to a particular division of its operations. It is this decision which will 
require the Board to reexamine the situation with respect to a few carriers for 
past periods as well as future periods covered by some cases now pending. 

The accompanying table, which was submitted for the record (p. 198) 
summarizes the possible effect of this decision carrier by carrier. It will be 
noted that the decision has no application to 32 carriers which do not operate 
more than 1 division; that of the 12 carriers which do operate more than 1 
division the Board, even prior to the Court’s decision, had established a single 
system rate for 5. There remain, therefore, only 7 carriers with respect to whose 
rates the decision must be taken into account. On the basis of all informa 
tion now available, it is believed that by far the major part of the savings which 
may accrue as a result of the Supreme Court decision will relate to appropria- 
tions for years prior to 1955 and that the decision will have little or no net ¢ffect 
on the total estimate for 1955. 

In the Western Air Lines case, the Court upheld the Board’s position that, 
contrary to the contention of Western, all the profit realized from the sale of one 
of its routes and related equipment to United was revenue incidental to air 
transportation and as such, eould and should be taken into consideration in 
arriving at the “need” of the carrier. Hence, the decision affirmed the action 
of the Board in applying the profit of $652,000 from the sale of equipment to 
reduce the mail pay compensation that would otherwise be due the carrier. 
The Court, disagreed with the Board that, upon the particular findings of record, 
the profit from the sale of the route itself could be left unsubtracted from the 
total amount of compensation otherwise due the carrier. The Court, however, 
expressly left open the question of whether a specific finding that Western 
“needed” the additional sum would have satisfied the statutory requirement. 

The subsidy estimates for fiscal 1955 as originally prepared and submitted to 
the Congress are entirely consistent with the Supreme Court’s decision in the 
Western Air Lines case with respect to the question of offsetting “all other reve- 
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nue.” Since Western Air Lines is expected to be on a service rate during 1955, no 
subsidy is included in the estimates for it and as to any carriers expected to be on 
subsidy during 1955, consistently with its established interpretation of the act 
as to what constituted “all other revenue” for purposes of offset, the Board’s 
estimates had already taken into account all predictable sources of revenue that 
could appropriately be offset. 

Question 6, page 2. “Has the Civil Aeronautics Board ever audited the books 
of the subsidiaries of the airline for whjch you are seeking the largest indi- 
vidual amount of subsidies, some $28,333,000, or the subsidiaries of other 
subsidized lines?” 

As was testified in the hearings both before the House committee and the 
Senate committee, the Board’s field audits do not include examination of the 
actual books of the subsidiaries or affiliates of the air carriers. However, all 
transactions between the carriers and their subsidiaries or affiliates are 
examined in sufficient detail to reveal the nature and purpose of such trans- 
actions and to validate the amounts involved. An outline of the procedures 
followed in connection with this examination is set forth in the attached state- 
ment and such statement was submitted for the record (p. 2116). 


Question 6, page 2. “Has the Civil Aeronautics Board requested the Con- 
gress for funds for the specific purpose of making audits which have been 
denied by the Congress?” 

For each of the past several years, the Board’s budget estimates for “Salaries 
and expenses” as submitted to Congress, have reflected an increase in its total 
requirements compared with the appropriation for the previous year. In each 
instance the total of these increases included amounts for the “specific purpose 
of making audits.” Although the total increase proposed in each year was 
disallowed in whole or in part, it would not be accurate to say that those 
portions thereof related to making audits were specifically denied by Congress. 


Question 7, page 3. “In the CAB examiners’ recommendations in pending 
‘mail pay’ cases is there any proposal to cover with ‘mail pay’ the cash losses 
suffered by any company as result of strikes?” 

In the Trans-Atlantic Final Mail Rate case (Docket No. 1706, et al.), the 
hearing examiner, in his recommended decision to the Board, proposes to cover 
with mail pay the cash losses suffered by American Overseas Airlines and 
Trans World Airlines in certain past years. This recommendation of the 
examiner has been opposed by the Board’s staff as well as the Air Line Pilots 
Association and the Postmaster General, all of whom are parties to the 
proceedings. 

Briefs to the Board are due June 30, 1954, and shortly thereafter the Board 
will be required to decide the case including the strike issue on the basis of 
the record in the proceeding. The Board, of course, cannot prejudge the 
decision in this matter prior to the receipt of briefs and oral argument. It 
should be noted, however, that there are no final mail rates previously estab- 
lished by the Board which included mail pay to cover losses resulting from 
strikes. On the contrary, the Board’s decision in the Braniff Airways domestic 
mail rate proceeding in October 1953 specifically pointed out that the mail rate 
therein established excluded the losses attributable to a mechanics strike in 
the early part of 1953. 

Question 8, page 3. “Is your request for an increase in the airline subsidy 
appropriation supported by the Department of Defense?’ 

As was pointed out in the course of the hearing, the 1955 estimate as pre- 
sented to Congress is $403,000 less than the estimate of subsidy for 1954. While 
in relation to the total this reduction is not large it is a reduction—not an 
increase—and the Board hopes that it will be the forerunner of larger reduc- 
tions in ensuing years. The estimate was not reviewed by the Department of 
Defense and that Department, therefore, has taken no position with regard 
to the estimate. 

Question 9, page 3. “Would any part of your requested subsidy appropriation 
pay for the installation in commercial transport planes of defense features re- 
quired by the military?” 

No part of the subsidy request would pay for the installation in commercial 
transport planes of defense features required by the military. 

Question 10, page 3. “What has been the relative contribution to auxiliary 
civil airlift needed by the military of (a) subsidized airlines for which you 
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are seeking subsidy appropriations in H,. R. 8067 and (0) nonsubsidized airlines 
in support of the Berlin airlift and the Korean (or Tokyo) airlift?” ; 

The information in response to this question is being prepared and will be 
forwarded as soon as available. 

May 27, 1954. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D. C. 

Dear SENATOR MaGnuson: On May 17, 1954, in the course of the hearings on 
H. R. 8067, you handed me a list of questions certain of which were answered in 
part at that time. With your letter of May 26, 1954, you transmitted a list of 
additional questions. 

Nnelosed herewith are statements setting forth responses to both lists of 
questions. 

With best wishes, I am, 

Sincerely yours, 
CHAN GuRNEY, Chairman. 


QUESTIONS SUBMITTED BY SENATOR MAGNUSON May 17, 1954 


“TI will now ask the Chairman of the CAB if it is not a fact that of the increase 
of $5,898,000 in so-called mailpay which is being proposed in Docket 1706 for 
American Overseas Airlines (now owned by Pan American) $538,000 represents 
reimbursement to American Overseas Airlines for its losses suffered as a result 
of the strike by the pilots between September 30 and October 17, 1947?” 

In the Transatlantic Final Mail Rate case, Docket 1706 et al., the hear- 
ing examiner, in his recommended decision to the Board, proposes to cover with 
mail pay the $538,000 of cash losses suffered by American Overseas Airlines in 
the fall of 1947. This recommendation of the examiner has been opposed by the 
Board’s staff as well as the Air Line Pilots Association and the Postmaster 
General, all of whom are parties to the proceedings. Briefs to the Board are 
due June 30, 1954, and shortly thereafter the Board will be required to decide 
the case, including the strike issue, on the basis of the record in the proceeding. 
The Board, of course, cannot prejudge the decision in this matter prior to the 
receipt of briefs and oral argument. It should be noted, however, that there are 
no final mail rates previously established by the Board which included mail pay to 
cover losses resulting from strikes. On the contrary, the Board’s decision in 
the Braniff Airways domestic mail rate proceeding in October 1953 specifically 
pointed out that the mail rate therein established excluded the Josses attribut- 
able to a mechanics’ strike in the early part of 1953. 

“It is true, is it not, that your examiner proposed that AOA be penalized for 
the strike only to the extent of $52,000, representing the rate of profit for that 
period of time, and that the cash costs of the strike totaling $538,000 would, if 
approved by the Board, be covered by subsidy at the expense of the taxpayers 
for which new appropriations would be required?” 

The proposal of the examiner is as outlined. If it were to be approved by the 
Board, the payment for 1947 would, of course, be made by the Post Office Depart- 
ment out of its appropriation for the transportation of mail. The Board is net 
in a position to state whether the Post Office Department would require appro- 
priation of supplemental funds in order to make the payment. 

“What possible justification can the CAB give for paying airlines for the cash 
costs of strikes against them?” 

In view of the pendency of the Transatlantic Final Mail Rate case which will 
be decided by the Board later this year, including the specific issue of whether 
or not the Government should underwrite strike losses, it is believed inappro- 
priate for the Board to make any comment at this time lest it be taken as a 
prejudgment of that issue in the proceeding. As noted above, however, there 
are no final mail rates previously established by the Board which included mail 
pay to cover strike losses. 

“Is it not a fact that section 401 of the Civil Aeronautics Act protects the 
right of employees of airlines to obtain by collective bargaining higher rates of 
compensation or more favorable working conditions?” 

The act provides that nothing therein contained shall be construed as re- 
stricting the right of pilots or copilots, or other employees, of any air carrier to 
obtain by collective bargaining higher rates of compensation or more favorable 
working conditions or relations. 

“Does not the payment for the cash losses incurred as a result of strike losses 
put the CAB in effect in the position of interfering on the side of management 
against labor?” 
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That is one of the matters that undoubtedly must be considered by the Board 
in deciding the strike issue in the near future on the basis of the record in the 
Transatlantic case, after hearing all parties including the Air Line Pilots 
Association, 

“Would the Chairman of the CAB be able to give us an estimate, in addition 
to the example of $538,000 which I have given him, of the total amount of 
money which the CAB has spent in the past and which the CAB is contemplating 
spending the 1955 appropriation to pay for strike losses?” 

The subsidy appropriation requested by the Board for fiscal year 1955 does 
not inelude any amount whatsoever to reimburse any air carrier for strike 
losses. As previously indicated, the Board has not heretofore included an 
allowance for strike losses in any established mail rate for any prior year. 


QUESTIONS ACCOMPANYING SENATOR MAGNUSON’s LETTER OF May 26, 1954 


“Mr. Magnuson. Mr. Chairman, since the time on May 17 when I questioned 
the Chairman of the Civil Aeronautics Board concerning the proposal contained 
in the CAB examiner's initial decision in the Atlantic Mail Rate case (Docket 
1706) to pay in subsidies some $538,000 to American Overseas Airlines to reim 
burse the company’s cash losses resulting from the 1947 strike of the Airlines 
Pilots Association, A. F. of L., I have been informed that the following strikes 
by the Air Transport Division of the Transport Workers Union, CIO, have also 

curred in connection with the same companies in that same CAB case: 

“1. PAA-AOA merger. Local 504 New York. June 15 to June 17, 1951. 

“2. Pan American. Systemwide Maintenance strike. December 16-18, 1951 

3. Pan American. Flight radio operators grounded all flights out of New 
York. Two or three day strike. April 1, 1949. 

1. Trans World Airlines. Airline Navigator Association, Local 520, TWU 

». July 10-21, 1953. (It is also reported that approximately 90 navigators 
were fined between $300 and $400 each by the company, in addition to their loss 
of pay, and that these fines went into the treasury of TWA.) Can you comment 
if any deduction in your proposed subsidies were made for these fines? 

Could the CAB furnish to this committee a definite statement on whether 
or not the cash losses to the irlines resulting from these or any other strikes 
have been or will be covered by the airmail and/or subsidy proposals of the 
CAB?” 

There is not a single mail rate heretofore established by the Board which has 
ncluded an allowance to cover losses resulting from strikes. The hearing in the 
Transatlantic Final Mail Rate case, Docket No. 1706, et al., was concluded in 
March 1953, the recommended decision of the hearing examiner was released 
March 26, 1954, and briefs to the Bourd are due to be filed by all parties June 30, 
1954 Although the hearing examiner has recommended that cash losses result- 
ng from strikes be included in the past period mail compensation of American 
Overseas Airlines and TWA, his recommendation is not binding on the Board 
ind, in fact, the underwriting of strikes has been specifically opposed by all 
parties to the proceeding other than the air carriers themselves, including the 
Board's staff, the Air Line Pilots Association, and the Postmaster General. 

With respect to the three strikes of Pan American in 1949 and 1951 which 
nvolved work stoppages for a maximum of 2 to 3 days, there is no evidence in 
the record that such work stoppages resulted in any increase in the mail-pay 
requirement of Pan American for the operations conducted and there is no pro 
posal by any party to the proceeding to make a specific disallowance directly 
related to the issue of such strikes. However, it should be neted that the Board’s 
staff has contended that the excess need of Pan American over and above the cor 
responding need of TWA for the years 1949 and 1951 {among others) should not 
be underwritten with Government subsidy. The recommended decision of the 
hearing examiner proposes a large disallowance related to such excess need of 
Pan American in relation to TWA. Accordingly, it would appear that, although 
the Board cannot prejudge this issue which is involved in the final rate proceed- 
ing, on the basis of the report of the hearing examiner, Pan American would be 
denied mail compensation to cover its extra need resulting from the strikes and 
other reasons, even though the amounts of losses, if any, attributable to the short- 
duration strikes have not been identified. 

Since the hearing in the proceeding ended in March 1953, the rate for TWA 
for 1953 and the indefinite future period was predicated on the basis of results 
for the calendar year 1952, with specific adjustments as required. The hearing 
examiner accepted the staff’s recommendation with respect to the 1953 forecast 
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break-even need for TWA. Since the determination of TWA’s break-even need 
for 1958 was based primarily on results for 1952 and the staff's brief was filed 
July 8, 1953, which preceded the navigators’ strike which commenced July 10, 
1953, it is apparent that the break-even need for TWA for 1953, as recommended 
by the Board’s staff and by the hearing examiner, could not have been influenced 
in any fashion whatsoever by costs attributable te the July 1953 navigators’ 
strike. Correspondingly, the rate proposed does not contain any allowance 
for deductions from the proposed subsidies with respect to fines alleged to have 
been collected by TWA from the 90 navigators involved in the strike. 

There is still in issue in the proceeding the question whether the rate for 
TWA for 1953 should > shifted to a past-period basis and the rate based on 
actual results for the year rather than on the forecast and other evidence con- 
tained in the record. 

“I would also like the CAB to state whether or not, unwittingly perhaps, the 
costs of these strikes may not have been buried in some large basket expense 
category where they cannot be separately identified?” 

As indicated above, it is possible that the costs, if any, of the short strikes of 
Pan American may have been reported in the various operating revenue and 
expense accounts where they cannot be separately identified, but it does not 
follow that such costs will be underwritten by the Government merely because 
they have not been separately identified. 

“If you do not keep strike losses separate, are you not automatically, and un- 
consciously, covering strike losses by subsidies in that company’s general rev- 
enue categories filed with you naturally decrease during a strike and you auto- 
matically fill the difference between their decreased revenue and their expendi- 
ture report with subsidies? What safeguards, if any, are there to prevent that?” 

The most important safeguard against the grant of unintended amounts of 
subsidy to cover strike losses which might be included in the various operating 
expense accounts is the use of comparative techniques in screening each carrier’s 
claimed mail compensation. If, as a result of a strike, a particular air carrier’s 
unit costs or overall subsidy requirements appear to be out of line in relation 
to other comparable carriers which can properly be used as a yardstick, the 
excess costs and excess need (including that stemming from revenue declines) 
are normally disallowed for ratemaking purposes. The comparative yardstick 
technique is utilized in all subsidy mail-rate proceedings without exception. 

After a final future rate is established, the effect of a strike is to reduce the 
profits earned by the air carrier under the final mail rate. The strike losses 
and the correspondingly reduced profits could not be made up by Government 
subsidy in this type of situation, since the Board does not have legal power to 
award retroactive increases in mail compensation for periods during which a 
final mail rate is in effect. 

“Since we have been told that the estimates which the CAB has turned in to 
us for appropriations purposes are (and I am here quoting the Chairman of the 
CAB) “predicated upon detailed analyses of the examiner in charge of the proc- 
essing of the mail rate for each such carrier,’ would we not, if we accepted 
these estimates in their entirety, unwittingly be voting as part of the CAB 
appropriations the very $538,000 contained in the examiner’s recommendation 
for covering the costs of the pilots’ strike, plus the costs of the TWU-CIO strikes 
which have not vet been sifted out by the examiner ?”’ 

There is a misunderstanding regarding the use of the term “examiner” in 
the statement quoted. The civil service title of the mail-rate analysts employed 
by the Board is “air transport examiner,” as distinguished from the hearing 
examiners who preside over formal hearings and issue recommended decisions 
to the Board. In the quoted statement regarding the manner in which the 
Board constructed the 1955 subsidy estimates “predicated upon detailed analyses 
of the examiner in charge,” reference was intended to the mail-rate analysts in 
charge of each mail-rate proceeding, rather than to the hearing examiners. 
As previously indicated, the mail-rates staff of the Board has taken the position 
in the Transatlantic case that the cash loss resulting from the American Over- 
seas strike, as well as other strikes, should not be underwritten through Govern- 
ment subsidy. The subsidy estimate submitted by the Board for the fiscal year 
1955 does not reflect any allowances whatosever for strike losses. 


Senator Bripers. At the request of Senator Kennedy there is in- 
serted in the record a memorandum prepared by James P. Radigan, 


Jr., of the Legislative Reference Service, Library of Congress, which 
relates to airline subsidies. 
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(The memorandum referred to follows :) 


THE LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE—AMERICAN LAW DIVISION, 
Washington 25, D. C., May 24, 1954. 
To: Senator John F. Kennedy. 
Subject: Reply to the criticism of Messrs. Stuart G. Tipton and Russell 8 
Bernhard of the Air Transport Association of America of my memorandums 
of May 13 and 19, 1953. 

“1. The Civil Aeronautics Board, when it fixes and determines fair and 
reasonable rates of compensation for the transportation of mail by aircraft 
pursuant to section 406 of the Civil Aeronautics Act does not create an obliga- 
tion of the Government for the payment of money.” 

No contrary opinion on this point was given in my memorandums to you, 
nor is the point now denied. There was no assumption on my part, nor was any 
statement made in the memorandums to you upon which an implication could 
be fairly drawn, that the establishment of a rate for mail transportation in and 
of itself created an obligation on the part of the United States. Further, it is 
a non sequitur, as are points 2 and 3 of the memorandum of Stuart G. Tipton 
and Russell S. Bernhard of the Air Transport Association of America. To 
establish the point that a fixed rate for service does not create an obligation 
until the service is rendered, does not prove that the United States is legally 
obligated to pay the amount of subsidies found to be desirable by the Civil 
Aeronautics Board. 

“2. When mail service is performed by an air carrier pursuant to the require- 
ments of section 405 (g¢) of the Civil Aeronautics Act, an implied contract arises 
which is suffiicent in law to support a judgment in the United States Court of 
Claims against the Government for compensation due.” 

Granted, but what has this to do with the Civil Aeronautics Board creating 
an implied legal obligation upon the Congress to appropriate the amount of 
subsidies which the Board feels the air carriers may need? Because there is a 
legal obligation to pay fair and reasonable rates of compensation for the actual 
transportation of mail by air carriers, it does not follow that there is a legal 
obligation on the part of Congress to appropriate the amount of subsidies found 
to be desirable by the Civil Aeronautics Board. Further, the case, Capital 
Lines, Inc. vy. Civil Aeronautics Board (171 F. 2d 339, cited), hardly supports the 
rationale, or rather the supposition, that the right to subsidies is as obligatory 
as the right to just compensation. To the contrary, the court disposed of the 
contention that the Civil Aeronautics Act entitled air carriers to the readjust- 
ment of rates to insure profitable operations. The words of the court are as 
follows: 

* * * The act, with its regulatory provision, is not intended to underwrite 
profitable operation of a carrier’s business, any more than statutes imposing 
regulation of public utilities are intended to insure them a net revenue. Federal 
Power Commission vy. National Gas Pipeline Co. (1942, 315 U.S. 575, 590, 62 S. Ct. 
736, 86 L. Ed. 1087, and cases cited). 

“3. The obligation of the Government to pay for airmail services performed 
arises from the mandatory duties imposed upon the Postmaster General and 
the air carriers under section 405 (g) of the Civil Aeronautics Act, and the 
limitations of 31 USC 665 are therefore inapplicable.” 

The obligation of the Government to pay the airmail services is granted. The 
rules of the cases cited, however, are that the Interstate Commerce Commission 
(in a railroad case) and the Civil Aeronautics Board (in an air carrier case) 
do not have authority to fix rates retroactive to a period prior to the initiation 
of the mail rate proceedings. The thesis that these cases provide a hypothesis 
for the proposition that U. S. C. 31: 665 is not applicable to subsidies allocated 
to air carriers by the Civil Aeronautics Board, is a patent sophistry. To trans- 
port the exception in U. 8S. C. 31: 665, “unless such contract or obligation is 
authorized by law,” se as to convert the authority to determine the need for 
subsidies by air carriers granted the Civil Aeronautics Board into a binding 
contract, is a tour de foree of legal verbiage which is bound to amaze, though 
not convince, the perceptive reader. That the Congress is not permitted to 
abdicate or to delegate its essential legislative functions to others (Panama 
Refining Company v. Ryan ( (1935) 293 U. S. 338, 341) ; United States v. Shreve- 
port Grain & El Company ( (1932) 287 U. S. 77, 85)), makes point 3 absolutely 
untenable. 
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“4. Reorganization Plan No. 10 of 1953 effects no substantive change in the 
provisions of sections 405 or 406 of the Civil Aeronautics Act.” 

The sentence quoted from the message of President Eisenhower in his letter 
transmitting Reorganization Plan No. 10 of 1953 is correct but, there is also to 
be found in such message the following sentences: 

1. The plan will transfer to the Board the responsibility for paying any 
amounts in excess of such compensation, this excess being the subsidy element of 
the aggregate Federal payment. * * * It will assure the Congress and the public 
of continuing information on the cost of this program. It will give the Congress 
an opportunity to review and take any appropriate action with respect to the 
level of subsidy aid in the course of the regular appropriation process. [Italic 
supplied. ] 

This last sentence, in particular, certainly seems to be contrary to the under- 
lying philosophy of the memorandum submitted by Messrs. Tipton and Bernhard 
which can be nothing less than that the Congress has neither the right nor the 
power to review, or take any action in, the course of the regular appropriation 
process. Further contradiction of such a philosophy is found in the following 
statement in the decision of the Supreme Court of the United States in the case 
of Transcontinental & Western Air, Inc. v. Civil Aeronautics Board ( (1949) 386 
U. S. 601, 606: “Petitioners’ reading of the Act [Civil Aeronautics Act]) would 
in practical effect have the tendency to transform it into a cost-plus system of 
regulations, a construction which wov'd not harmonize with the apparent 
design of the act.” 

Mr. Tipton himself, in testifying on Reorganization Plan No. 10 of 1953 (p. 10 
of the hearings of July 17, 1953), stated with respect to the proposed plan: “It 
requires the Civil Aeronautics Board to separate subsidy from mail pay * * *.” 
But now he contends that, although there is a separation, they are one and the 
same and the air carriers, in addition to compensation paid by the Post Office 
Department, are entitled on the basis of an implied contract to the subsidies fixed 
by the Civil Aeronautics Board free of powers of Congress with respect to 
appropriations. 

JAMES P. RADIGAN, Jr., 
American Law Division. 


BurEAU OF ForEIGN COMMERCE 
FOREIGN REPORTING SERVICES 


LETTER FROM MEMPHIS CHAMBER OF COMMERCE ON FOREIGN SERVICE REPORTING 


Chairman Baiwers. The record will show at this point the letter 
received by Senator Gore from O. F. Soderstrom of the Memphis 
Chamber of Commerce on Foreign Reporting Services. 

(The letter referred to follows :) 


MEMPHIS CHAMBER OF COMMERCE, 
Vemphis, Tenn., May 14, 1954. 
Hon. ALBERT GORE, 
United States Senate, Washington, D. C. 


Dear SENATOR GorE: Some years ago, the commercial attachés of consulates 
and Embassies were removed from the jurisdiction of the Department of Com- 
merce and were placed under the Department of State. For practicable purposes 
this has not proven beneficial, but has continued to worsen, until their value to 
American international traders and business generally has declined to a new low. 

I think it is the general opinion and desire of business that the only practicable 
answer to this is to place the Foreign Commercial Service Office again under the 
jurisdiction of the Bureau of Foreign Commerce of the Department of Com- 
merce, It was at least a situation in which the personnel should be selected 
and trained by a department whose sole concern was the development of com- 
mercial relationship, service and business transactions. 

I think that you will agree that it is somewhat futile to expect a Foreign 
Service officer in the State Department to stress business service and information 
when his position and welfare in the Department depends solely on his record 
in the diplomatic and political area. 





STATE, JUSTICE, AND COMMERCE APPROPRIATIONS, 1955 2263 


The fault is probably not that of the individuals, but is rather due to the 
present lack of business interest policy of the State Department, and what might 
be properly labeled as false economy. 

The information it is able to get, I am advised by our reporters and importers, 
is that it ofttimes takes months before a reply is received, and then only to 
obtain information that is not up to date. The dollar fee exacted in such cases 
is therefore a waste of money and is, to that extent fraudulent. Proposals have 
been made that a portion of the State Department appropriations could logically 
be transferred to the Bureau of Foreign Commerce and means provided to again 
insure services in the international commercial field which are essential, in view 
of the sharply increased competition. 

I have not learned of anyone from Memphis who proposes to appear before the 
Senate subcommittee on State, Justice, and Commerce appropriations on May 19. 

While this matter is before the Senate Appropriations Subcommittee, it is our 
sincere hope that in the consideration of H. R. 8067, that this need can be empha- 
sized so that the value and usefulness of our commercial services can again be 
reimplemented. 

Very sincerely yours, 


QO. F. SopeRSTROM, 
Director, Commerce and Transportation Department. 
(Whereupon, at 3:40 p. m., Tuesday, May 18, 1954, the hearings 
were closed.) 
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